MANULIFE INSURANCE (MALAYSIA) BERHAD

Interim financial statements for the quarter ended 30 June 2007

Notes to the Interim Financial Statements 


1. Basis of preparation 

The interim financial statements is unaudited and has been prepared in accordance with Financial Reporting Standard (“FRS”) 134, “Interim Financial Reporting” and paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group’s audited financial statements for the financial year ended 31 December 2006. 

The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to gain an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2006. 

2. Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised FRS effective for financial period beginning 1 January 2007:

FRS 117 
Leases
FRS 124 
Related Party Disclosures
Amendment to FRS 1192004 Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures

The adoption of FRS 124 and FRS1192004 amendment does not have significant financial impact to the Group. 
With the adoption of FRS 117 from 1 January 2007, the leasehold interest in the land held for own use is accounted for as being held under an operating lease. Such leasehold land will no longer be revalued. Where the leasehold land had been previously revalued, the Company retained the unamortised revalued amount as the surrogate carrying amount of prepaid lease payments as allowed by FRS 117. Such prepaid lease payments are amortised on a straight line basis over the remaining lease term of the land.
Prior to 1 January 2007, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation. The leasehold interest in land held for own use was last revalued in 2002 (Shareholders’ Fund) and 2005 (Life Fund) by an independent firm of surveyors on an open market value basis.

The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively in accordance with FRS 117 by restating the balance sheet presentation as of 31 December 2006 as illustrated below. However, there is no impact to the retained earnings as at 31 December 2006.

	
	Previously stated
	
	Effect of changes in accounting policy
	
	Restated

	
	RM’000
	
	RM’000
	
	RM’000

	Life Fund
	
	
	
	
	

	Balance sheet as at 31 December 2006
	
	
	
	
	

	       Property, plant and equipment
	5,419
	
	(395)
	
	5,024

	       Prepaid lease payments
	-
	
	          395
	
	395

	
	
	
	
	
	


3. Status of audit qualification 

There was no audit qualification in the annual financial statements for the financial year ended 31 December 2006.

4. Seasonal/cyclical factors 

The business operations of the Group are subject to the sales cycle of the insurance business. 

5. Unusual items 

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current financial period ended 30 June 2007 except as disclosed in Note 2. 

6. Change in estimates 

There were no changes in the basis used for accounting estimates for the current financial period to date. 

7. Debt and equity securities 

There were no cancellation, repurchases, resale and repayment of debt and equity securities during the current financial period. 

8. Dividends 

A first and final dividend of 15 sen per share less income tax of 27% amounting to RM22.1 million in respect of the previous financial year was paid on 27 June 2007.
No dividend has been declared in respect of the current financial period ended 30 June 2007.

9. 
Valuations of land and buildings and investment properties

The valuation of investment properties are based on the valuation adopted by the Directors on 31 December 2005 after approval by Bank Negara Malaysia. The valuations of self-occupied land and buildings are based on the valuation adopted by the Directors on 31 December 2002 and 2005 for  Shareholders’ Fund, and 31 December 2005 for Life fund.

10.  Material events subsequent to the end of the period

There is no material event subsequent to the end of the period under review that has not been reported in the financial statements for the current financial period to date.

11. 
Segmental reporting 

The core business of the Group and Company is the life insurance business. The life insurance business is segmented into the traditional ordinary life business, investment-linked and annuity. The results of these various segments are set out as follows:

	
	Cumulative

	3 months ended
	6 months ended

	
	30.06.2007
	
	30.06.2006
	
	30.06.2007
	
	30.06.2006

	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	Operating Revenue
	
	
	
	
	
	
	

	Gross premium
	
	
	
	
	
	
	

	Ordinary Life Participating
	48,002
	
	45,840
	
	83,039
	
	83,493

	Ordinary Life Non Participating
	22,076
	
	24,478
	
	44,206
	
	51,860

	Investment-Linked
	32,589 
	
	22,793
	
	60,610
	
	40,670

	Annuity Participating
	-
	
	-
	
	-
	
	-

	Life Insurance business
	102,667
	
	93,111
	
	187,855
	
	176,023

	General Insurance business
	-
	
	-
	
	-
	
	-

	Total gross premium
	102,667
	
	93,111
	
	187,855
	
	176,023

	
	
	
	
	
	
	
	

	Investment Income
	
	
	
	
	
	
	

	Ordinary Life Participating
	 21,028 
	
	17,842
	
	39,046
	
	34,538

	Ordinary Life Non Participating
	 5,199 
	
	5,703
	
	10,438
	
	11,420

	Investment-Linked
	 282 
	
	177
	
	520
	
	329

	Annuity Participating
	2,019
	
	1,711
	
	3,892
	
	3,653

	Life Insurance business
	28,528
	
	25,433
	
	53,896
	
	49,940

	General Insurance business
	16
	
	22
	
	33
	
	41

	Shareholders and others
	4,487
	
	4,436
	
	8,510
	
	8,209

	Total investment income
	33,031
	
	29,891
	
	62,439
	
	58,190

	
	
	
	
	
	
	
	

	Total operating revenue
	135,698
	
	122,002
	
	250,294
	
	234,213

	
	
	
	
	
	
	
	

	Profit before taxation
	
	
	
	
	
	
	

	Ordinary Life Participating
	2,737
	
	2,649
	
	4,609
	
	4,398

	Ordinary Life Non Participating
	16,125
	
	7,525
	
	30,078
	
	13,563

	Investment-Linked
	3,147
	
	2,747
	
	6,492
	
	3,965

	Annuity Participating
	21
	
	19
	
	74
	
	73

	Life Insurance business
	22,030
	
	12,940
	
	41,253
	
	21,999

	General Insurance business
	16
	
	39
	
	213
	
	72

	Shareholders and others
	16,181
	
	4,878
	
	22,292
	
	9,739

	Profit before taxation
	38,227
	
	17,857
	
	63,758
	
	31,810

	Taxation
	(8,790)
	
	(5,079)
	
	(15,753)
	
	(9,153)

	Net profit attributable to shareholders
	
29,437

	
	12,778

	
	
48,005

	
	22,657



Information on the Group’s operations by geographical segments has not been provided as the Group operates principally in Malaysia.

12.  Changes in composition of the Group

There is no change in the Group’s composition for the current financial period to date.

13.  Contingent liabilities 
As disclosed during the previous quarter ended 31 March 2007, the Company and the previous Chief Executive Officer of the Company (for the period from 15 August 1997 to 5 January 2001) (hereinafter referred to as “the previous Chief Executive Officer”) have on 15 May 2007 mutually agreed to effect the discontinuance and termination of the civil actions and proceedings and related appeals pending by him against the Company.
       A provision was made by the Company in the financial year ended 31 December 2006 for all possible costs related to discontinuance and termination of the civil actions. The costs incurred for the above in the current period are not materially different from the provision made.

14.  Review of performance

The Group recorded operating revenue of RM250.3 million for the period ended 30 June 2007, an increase of 6.87% or RM16.1 million compared to the corresponding financial period ended 30 June 2006 of RM234.2 million. The increase was attributed to the rise in gross premium income of RM11.8 million, contributed mainly by investment-linked business.

The Group’s operating revenue for the current quarter ended 30 June 2007 of RM135.7 million was 11.2% higher compared to RM122.0 million for the preceding year’s corresponding quarter. The increase was also mainly due to the rise in gross premium income of RM9.6 million, contributed mainly by investment-linked business.
The Group’s profit before taxation was RM63.8 million for the current financial period, RM32.0 million higher compared to the corresponding financial period ended 30 June 2006 of RM31.8 million. The increase is attributable to higher realized capital gain in shareholders’ fund and ordinary life non-participating fund. The realized capital gain in ordinary life non-participating fund was subsequently transferred to shareholders’ fund. Correspondingly, the Group’s profit after taxation was RM25.3 million higher than the previous corresponding financial period. 
For the current quarter ended 30 June 2007, the profit before taxation for the Group amounted to RM38.2 million, RM20.3 million higher compared to RM17.9 million for the preceding year corresponding quarter. The increase is also attributable to higher realized capital gain in shareholders’ fund and ordinary life non-participating fund.
15. Material changes in the quarterly results compared to the results of preceding quarter 

The Group attained higher profit before tax of RM38.2 million for the current quarter under review compared to the immediate preceding quarter ended 31 March 2007 of RM25.5 million. The increase of RM12.7 million was due mainly to higher realized capital gain in shareholders’ fund, and higher surplus transferred from ordinary life funds.

16. 
Current year prospects 

The Company will continue to invest in improving its human capital, technological capabilities, operation efficiency, product development initiatives and distribution channels to remain abreast of the changing insurance landscape. Along with prudent overall management of the business, we expect the Company’s performance to be in line with that of the industry. Barring any unforeseen circumstances, the Directors expect the Group’s performance to remain satisfactory for the financial year ending 31 December 2007.
17. 
Profit forecast 

The Group did not issue any profit forecast during the financial period to date.
18. Other operating income / (expenses) - net

Included in other operating income / (expenses) - net was realised gain on disposal of investments during the financial period :
	
	                    3 months ended
	
	                            Cumulative

                    6  months ended 

	
	
	30.06.2007
	
	30.06.2006
	
	30.06.2007
	
	30.06.2006

	
	
	      RM’000
	
	      RM’000
	
	      RM’000
	
	      RM’000

	Realised gain on disposal of 
investment:
	
	
	
	
	
	
	
	

	Ordinary Life Participating
	
	43,339
	
	963
	
	79,725
	
	10,362

	Ordinary Life Non Participating
	
	6,933
	
	1,171
	
	13,205
	
	373

	Investment-Linked
	
	8
	
	-
	
	120
	
	-

	Annuity Participating
	
	6,317
	
	1,364
	
	12,892
	
	1,359

	Life Insurance Business
	
	56,597
	
	3,498
	
	105,942
	
	12,094

	Shareholders and Others
	
	11,902
	
	1,397
	
	14,452
	
	1,870

	Total Realised Gain
	
	68,499
	
	4,895
	
	120,394
	
	13,964


19. Taxation 

	
	                      3 months ended
	
	                              Cumulative

                     6  months ended 

	
	
	30.06.2007
	
	30.06.2006
	
	30.06.2007
	
	30.06.2006

	
	
	      RM’000
	
	      RM’000
	
	      RM’000
	
	      RM’000

	In respect of current  period:
	
	
	
	
	
	
	
	

	-  Current tax
	
	10,125
	
	4,795
	
	17,000
	
	8,327

	-  Deferred tax
	
	204
	
	284
	
	292
	
	826

	
	
	10,329
	
	5,079
	
	17,292
	
	9,153

	In respect of prior periods : 
	
	
	
	
	
	
	
	

	Over provision in respect of prior periods
	
	
(1,539)

	
	
-

	
	
(1,539)

	
	
-

	
	
	8,790
	
	5,079
	
	15,753
	
	9,153

	
	
	
	
	
	
	
	
	

	Effective Tax Rate
	
	27.0%
	
	28.4%
	
	27.1%
	
	28.8%


The effective tax rates of the Group for the current quarter and current financial period approximate the statutory tax rate of 27%.
The effective tax rates of the Group for the corresponding quarter and the corresponding financial period were higher than the statutory tax rate of 28%, principally due to certain management expenses that are not deductible for tax purposes.
20.
Profit / loss on sale of unquoted investments and / or properties

There was no sale of unquoted investments and / or properties during the quarter.
The Company has disposed 4 investment properties from Life fund in the current financial period. This has given rise to a realized loss of RM 80,925 in the Life Insurance Revenue Account for the current financial period.

21. 
Quoted securities  

The information on the purchase and disposal of quoted securities is not applicable to insurance business.
22. 
Status of corporate proposals 

As at the date of this report, there are no corporate proposals that have been announced but not completed.
23. 
Group borrowings 

The Group does not have any borrowings as at 30 June 2007.
24. 
Off balance sheet financial instruments 

There were no off balance sheet financial instruments as at the date of this report.
25. 
Material litigation 
As disclosed during the previous quarter ended 31 March 2007 and in Note 13, the Company and the previous Chief Executive Officer (collectively "the Parties") have mutually agreed to effect the discontinuance and termination of all civil actions and proceedings and related appeals currently pending by or against the Parties.

Other than the above-mentioned suits, there is no material litigation pending at the date of this report.
26. 
Earnings per share 

(a) Basic earnings per share

Basic earnings per share of the Group are calculated by dividing the net profit attributable to shareholders by the weighted average number of ordinary shares in issue.
	
	3 months ended
	
	Cumulative

6 months ended

	
	
	30.06.2007
	
	30.06.2006
	
	30.06.2007
	
	30.06.2006

	
	
	
	
	
	
	
	
	

	Net profit attributable to shareholders
	(RM‘000)
	29,437
	
	12,778
	
	48,005
	
	22,657

	Weighted average number of ordinary shares in issue
	(‘000)
	202,370
	
	202,207
	
	202,370
	
	202,263

	Basic earnings per share
	(Sen)
	14.55
	
	6.32
	
	23.72
	
	11.20


(b) Diluted earnings per share 
There is no dilution in earnings per share as there were no dilutive potential ordinary shares as at 30 June 2007.
27. Life policyholders’ fund

The Life policyholders’ fund comprises the following:

	
	
	As at

30.06.2007
	
	As at

31.12.2006

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Actuarial liabilities
	
	1,570,529
	
	1,514,680

	Unallocated surplus
	
	337,683
	
	237,508

	Investment-Linked policyholders’ account
	
	173,056
	
	163,683

	Life policyholders’ fund
	
	2,081,268
	
	1,915,871


28. Cash and cash equivalents

The cash and cash equivalents comprise the following:

	
	
	As at

30.06.2007
	
	As at

31.12.2006

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Shareholders and others
	
	14,468
	
	6,350

	Non Investment-Linked business
	
	18,203
	
	20,624

	Investment-Linked business
	
	418
	
	861

	
	
	33,089
	
	27,835


BY ORDER OF THE BOARD

Chua Siew Chuan                  
Tan Ai Ning

Joint Secretary


Joint Secretary

30 August 2007
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