(A) 

NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of preparation

The condensed interim financial statements for the quarter and the period ended 31st March 2006 have been prepared in accordance with Financial Reporting Standard FRS 134 (Interim Financial Reporting) issued by the Malaysian Accounting Standards Board (“MASB”) and Chapter 9, part K of the Listing Requirements of the Bursa Malaysia Securities Berhad. The condensed financial statement should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2005.

1.1
Change in Accounting Policies and adoption of new policy resulting from adoption of new and revised Financial Reporting Standards (“FRSs”)

The significant accounting policies and methods of computation applied in the unaudited condensed interim financial statements are consistent with those adopted in the most recent audited annual financial statements for the year ended 31st December 2005 except for the adoption of the following new and revised FRSs issued by MASB that are effective for the Group’s first FRS annual reporting date, 31st December 2006:

FRS 2             Share-based Payment

FRS 3 

Business Combinations

FRS 101
Presentation of Financial Statements

FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 138
Intangible Assets

The adoption of the above FRSs does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new and revised FRSs that are applicable with effective from 1st January 2006 are as follows :

1. FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest and other disclosures. Minority interest is now presented within total equity in the consolidated balance sheet and as an allocation from net profit for the period in the consolidated income statement. The movement of minority interest is now presented in the consolidated statement of changes in equity.

The presentation of the comparative financial statements of the Group have been restated to conform with the current period’s presentation.

2.
FRS 2: Share-based Payment
The adoption of FRS 2 has resulted in a change in accounting policy for staff costs of the Group and the Company arising from share options granted by the Company to it’s employees.

Prior to 1st January 2006, no compensation expense was recognized in the income statement for Employee Share Options Scheme (“ESOS”) granted. Upon the adoption of FRS 2, where the Company pays for services of its employees using share options, the fair value of the transaction is recognized as an expense in the income statement over the vesting periods of the grants, with a corresponding increase in equity. The total amount to be recognized as compensation expense is determined by reference to the fair value of the share option at the date of the grant and the number of share options to be vested by vesting date. At balance sheet date, the Company revises its estimate of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in the income statement and a corresponding adjustment to equity over the remaining vesting period.

3.
FRS 3: Business Combinations, FRS 128: Investment in Associates and FRS 138: Intangible Assets

The adoption of FRS 3 Business Combinations and the consequential changes to  FRS 138 Intangible Assets, has resulted in a change in the accounting policy relating to purchased goodwill.

Goodwill acquired in a business combination is now at cost less amortisation. The adoption of these new FRSs has resulted in the Company ceasing annual amortisation of goodwill. Instead, goodwill is allocated to cash-generating units and the carrying amount is tested annually for impairment, or more frequently if events or changes in circumstances indicate that it might be impaired. Goodwill impairment is determined by comparing its carrying amount against its recoverable amount in accordance with FRS 136. Any impairment loss is recognized in the income statement and subsequent reversal is not allowed.


This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1st January 2006. For business combinations entered into prior to that date, the transitional provisions of FRS 3 requires the Group and Company to eliminate the carrying accumulated amortisation as at 1st January 2006 against the carrying amount of goodwill. The carrying amount of goodwill for the Group ceased to be amortised. No impairment loss on goodwill has been recognized in the 1st quarter ended 31st March 2006.

Negative goodwill, which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition, is now recognized immediately to the income statement. Prior to 1st January 2006, negative goodwill not exceeding the fair values of the non-monetary assets acquired, was recognized in the income statement over the weighted average useful life of those assets that were depreciable/ amortizable and negative goodwill in excess of the fair values of the non-monetary assets acquired was recognised in the income statement immediately. The adoption of this accounting policy has not resulted in any financial impact to the Group as there was no negative goodwill as at 1st January 2006.

2.
Qualification of audit report of the preceding annual financial statements
There was no qualification in the audit report of the preceding annual financial statements.

3.
Explanatory comments about the seasonality or cyclicality of operations


The Group's operations are not seasonal or cyclical in nature.

4.
Nature and amount of items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

5.
Changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior years.
6.
Details of issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

Save and except as detailed below, there were no new issuance and repayment of debt securities, share buy-backs, share cancellations or shares held as treasury shares during the quarter ended 31st March 2006:

Issuance of 35,000 shares arising from the exercise of Employee Share Option Scheme (ESOS) between 1st January 2006 to 31st March 2006. The weighted average number of issued and fully-paid shares with voting rights as at 31st March 2006 is 108,832,003 shares.

7.
Dividend paid

No dividend has been paid for the current quarter.

8.
Segmental reporting
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9.
Valuations of property, plant and equipment
The valuations of property, plant and equipment have been brought forward without any amendments from the preceding annual financial statements.

10.
Material events not reflected in the financial statements

There were no material subsequent events to be disclosed as at the date of this report.

11.
Changes in the composition of the Group
There were no changes in the composition of the Group during the financial year-to-date, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations.

12.
Commitments and Contingent Liabilities
In the normal course of business, the Group makes various commitments and incurs certain liabilities on behalf of customers. Details of the Group's commitments and contingent liabilities as at                    

17th May 2006 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) is as follows: -

Capital Commitments



RM’000
Approved and contracted for


   3,690







  =====

The Company has an unsecured contingent liability in respect of guarantee facilities with a bank totaling RM11.65 million (2005: RM15 million). It is anticipated that no material liabilities will arise as a result of the guarantees.
(B) ADDITIONAL DISCLOSURES IN COMPLIANCE WITH THE BURSA MALAYSIA LISTING REQUIREMENTS

1.
Review of the performance of the company and its principal subsidiaries


The Group's profit before taxation for the current quarter ended 31st March 2006 increased to RM3.3 million as compared to RM1.1 million achieved during the preceding year corresponding period.

The improved Group performance is due to higher underwriting performance and investment income by its principal subsidiary, Jerneh Insurance Berhad (“JIB”).
2.
Explanatory comments on any material change in the profit before taxation for the quarter reported on as compared with the preceding quarter

The Group’s profit before taxation for the current quarter declined to RM3.3 million as compared to RM8.8 million achieved during the preceding quarter. The lower underwriting performance is largely attributed to higher claims incurred, higher premium reserving and provision for doubtful debts during the current quarter.
3.
Prospects for the current financial year

The insurance industry is expected to remain competitive. The Group will continue to be selective in underwriting quality business and improving claims and cost control.


The recent tie-up with HSBC Group and The Employees Provident Fund Board, to jointly venture into Takaful insurance business. The new Takaful Company will commence operation in the 2nd half of the year.

4.
Variance of JAB Group's actual profit from forecast profit


Not applicable.

5.
Taxation
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6.
Sale of unquoted investments and/or properties

There was no sale of unquoted investments and/or properties for the current quarter and financial year-to-date.
7.
Quoted Securities

(a) The purchase and disposal of quoted securities by the Group (other than those subsidiary companies involved in the insurance business) for the current quarter ended 31st March 2006 are as follows: -







RM'000
Purchase of quoted securities                              19           







======
Sale of quoted securities


       48          







======
Profit/(Loss) arising therefrom   

       29           







======

(b) 
As at 31st March 2006, the Group's investment in quoted shares (other than by those subsidiary companies involved in the insurance business) are as follows: -







RM'000

At Cost 




   3,810        





  
======

At Book Value
      



   3,734                 







======
At Market Value



   4,381              







======

8.
Status of Corporate Proposals 

On 5th May 2006, the Company has proposed renounceable rights issue of up to 68,311,802 new shares of RM1.00 each with up to 68,311,802 free new detachable warrants, on the basis of 3 of 3 rights shares with 3 warrants for every 5 existing ordinary shares of RM1.00 each and proposed special issue of up to 3,815,000 new JAB shares to Bumiputra investors to be identified at a later date. 

9.
Group Borrowings

The Group borrowings as at 31st March 2006 amounted to RM 55.1million, all of which were unsecured and short term in nature.

10.
Off Balance Sheet Risk 

The Group did not have any financial instruments with off balance sheet risk as at 17th May 2006, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

11.
Material Litigation 

During the year, JIB terminated a software development agreement entered into in 2003 with CMS I-Systems Berhad for the development of a general insurance software programme for a contract sum of RM2 million. JIB terminated the said agreement as a consequence of project delays and non-completion of deliverables.

CMS I-Systems Berhad has made a claim for breach of contract (without specifying any amount) and invoiced JIB RM5,466,968 for work performed up to the point of termination, which JIB, in turn, had disputed. The matter has been referred to arbitration proceedings.

JIB’s directors have been advised by counsel that JIB has a reasonable chance to defend the matter. Accordingly, no provision has been made in the financial statements for the said amount invoiced.

12.
Dividend
No interim dividend has been recommended.

13.
Earnings per share
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Kuala Lumpur

                  By order of the Board

24th May 2006                                                                                                                       CHOY CHIEW LING
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