PACIFICMAS BERHAD (Company No. 5024-T)

(Incorporated in Malaysia)

UNAUDITED QUARTERLY FINANCIAL STATEMENTS

FOR THE SECOND QUARTER ENDED 30 JUNE 2006


A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT – FRS 134

A1
Accounting policies

The interim financial report has been prepared in accordance with the reporting requirements outlined in Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.  The interim report should be read in conjunction with the Company’s annual audited financial statements for the year ended 31 December 2005.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2005.
The accounting policies and methods of computation applied in the interim financial statements are consistent with those applied in the annual audited financial statements for the year ended 31 December 2005, except for the adoption of the following 18 new/revised Financial Reporting Standards (hereinafter referred as FRSs) that are mandatory for financial periods beginning on or after 1 January 2006:

	FRS

	FRS 1:
	First-time Adoption of Financial Reporting Standards 

	FRS 2:
	Share-based Payment

	FRS 3:
	Business Combinations

	FRS 5:
	Non-current Assets Held for Sale and Discontinued Operations

	FRS 101:
	Presentation of Financial Statements

	FRS 102:
	Inventories

	FRS 108:
	Accounting Policies, Changes in Accounting Estimates and Errors

	FRS 110:
	Events after the Balance Sheet Date

	FRS 116:
	Property, Plant and Equipment

	FRS 121:
	The Effects of Changes in Foreign Exchange Rates

	FRS 127:
	Consolidated and Separate Financial Statements

	FRS 128:
	Investments in Associates

	FRS 131:
	Interests in Joint Ventures

	FRS 132:
	Financial Instruments : Disclosure and Presentation

	FRS 133:
	Earnings Per Share

	FRS 136:
	Impairment of Assets

	FRS 138:
	Intangible Assets

	FRS 140:
	Investment Property


The 3 FRSs that have been issued by MASB but are not effective yet for the Group in the current financial year are as follows: 

FRS 117:   Leases

FRS 124:   Related Party Disclosures
FRS 139:   Financial Instruments: Recognition and Measurement

FRS 117 and FRS 124 will be effective from 1 January 2007 while the effective date of FRS 139 has been deferred to a date to be announced by MASB. As permitted by the transitional provisions of these 3 FRSs, the Group is not required to disclose the possible impact of the 3 FRSs in its financial statements for 2006.

A summary of the principal effects of the key new/revised FRSs in relation to the Group is as follows: 

(i)


FRS 5: Non-current Assets Held for Sale and Discontinued Operations




The new FRS 5 requires non-current assets held for sale to be stated at lower of carrying amount and fair value less costs to sell.  Non-current assets held for sale are required to be separately disclosed in the balance sheet.  There was no such requirement previously.  


There is no impact of FRS 5 on the financial statements of the Group for the current quarter and current financial year-to-date as the Group currently does not have any non-current asset held for sale. The adoption of FRS 5 is to be applied prospectively from 1 January 2006.

(ii)
FRS 101: Presentation of Financial Statements

FRS 101 has affected the presentation of minority interests and share of profit of an associated company in the financial statements.


In the consolidated balance sheet, minority interests are now shown within “total equity” and the total for share capital and retained profits is now stated as “equity attributable to equity holders of the parent”. Previously, minority interests were excluded from “shareholders’ funds” in the consolidated balance sheet. 


In the consolidated income statement, profit after taxation but before minority interests is stated as “profit for the period” and minority interests are now presented as an allocation of total profit for the period.  Previously, profit after taxation and minority interests were disclosed as “net profit attributable to shareholders” and the allocation of “profit for the period” between equity holders of the parent and minority interests was not disclosed.


The presentation for the comparative 2005 figures for minority interests in both the consolidated balance sheet and consolidated income statement has been adjusted accordingly.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                             


Share of profit of an associated company is now presented as net after-tax results in the consolidated income statement as opposed to the previous presentation whereby the pre-tax share of profit was included in the income statement while the share of associated company’s tax was included in the Group’s taxation expense.

With the implementation of FRS 101, the comparative figures for “share of profit of an associated company” and “taxation” in the consolidated income statement and “non-cash items” in the consolidated cash flow statement have been restated for presentation purpose and the effect is shown in Note A1(vii).  

(iii) FRS 116: Property, Plant and Equipment

Previously, depreciation of property and equipment was provided for on a straight-line basis to write off the cost of each asset to its residual value over a fixed estimated useful life.

In accordance with the provisions of FRS 116, the assets’ residual values and useful lives are now reviewed, and adjusted if appropriate, at each balance sheet date.  If the carrying amount of an asset is lower than its estimated residual value, the asset’s depreciation charge is zero unless and until its residual value subsequently decreases to an amount below the asset’s carrying amount. 

The adoption of FRS 116 is to be applied prospectively from 1 January 2006.  FRS 116 has no material effect on the financial statements for the current quarter.

(iv)


FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets



The adoption of FRS 3, FRS 136 and FRS 138 resulted in a change in the accounting policy for goodwill. Goodwill is stated at cost less impairment losses. Previously, goodwill was stated at cost less accumulated amortisation and impairment losses.  Goodwill was amortised on a straight-line basis over the estimated useful life of not more than 25 years. However, in accordance with the transitional provisions of FRS 3, the Group ceased the amortisation of goodwill prospectively with effect from 1 January 2006. The effects of FRS 3 on the financial statements for the current financial period are shown in Note A1(viii).

(v)
FRS 138: Intangible Assets

Previously, computer software was included under property and equipment.  FRS 138 requires reclassification of computer software, which is not an integral part of a related hardware, as an intangible asset and is amortised over its useful life. A computer software is an integral part of a related hardware if the hardware requires this specific software to operate. 

The adoption of FRS 138 is to be applied prospectively from 1 January 2006 and the effect of FRS 138 on the consolidated balance sheet as at 30 June 2006 is shown in Note A1(viii)(c).  

(vi)


FRS 140: Investment Property  

The Group’s investment properties were previously not depreciated and were stated at cost less any accumulated impairment losses.  The Group has adopted the cost model of FRS 140 for investment properties which requires investment properties to be stated at cost less accumulated depreciation and any accumulated impairment losses. Hence, the change in the Group’s accounting policy on investment properties requires depreciation and the consequential deferred tax adjustments to be provided retrospectively.

Depreciation is charged to the income statement on a straight-line basis over the estimated useful life of each significant component of the buildings.  Land is not depreciated.

FRS 140 has set the criteria to distinguish an investment property from owner-occupied property.  An investment property is a property held by an entity to earn rentals and/or for capital appreciation with only an insignificant portion leased to its related companies.

Among the Group’s investment properties, the Group owns an office building which is leased/rented to external parties as well as certain companies in the Group. Since the portion of the office building rented to the Group is not insignificant and also could not be sold separately, FRS140 requires the Group to reclassify the whole office building from “Investment Property” to “Property and Equipment” at its carrying value in the consolidated balance sheet.  The Group has accounted for this reclassification retrospectively in the consolidated balance sheet.

The comparatives for consolidated income statement, consolidated balance sheet, consolidated statement of changes in equity and consolidated cash flow statement have been restated accordingly (refer Note A1(vii)) to account for depreciation of the Group’s properties held under “Investment Property” and “Property and Equipment”.  The effects of FRS 140 on the financial statements for the current financial period are shown in Note A1(viii).  

(vii)

Prior Year Adjustments


The impact of prior year adjustments on adoption of FRS 101 and FRS 140 are as follows:

(a)
Prior Year Adjustment Impact on Consolidated Income Statement for the Quarter ended 30 June 2005
	Prior Year 
	
	Increase/
	

	Adjustments
	As
	(Decrease)
	

	
	Previously
	FRS
	FRS
	As

	
	Stated
	101
	140
	Restated

	RM’000
	(X)
	(Y)
	(Z)
	(X+Y+Z)

	Operating Expenses
	13,150
	 -
	506
	13,656

	Share of Profit of an
	
	
	
	

	 Associated Company
	         4
	 (1)
	  -
	         3

	Profit before Taxation
	  8,210
	 (1)
	(506)
	  7,703

	Taxation
	  2,553
	 (1)
	  (53)
	  2,499

	Profit for the Period  
	  5,657
	-  
	(453)
	    5,204


(b)

Prior Year Adjustment Impact on Consolidated Income Statement for the 6 months ended 30 June 2005
	Prior Year 
	
	Increase/
	

	Adjustments
	As
	(Decrease)
	

	
	Previously
	FRS
	FRS
	As

	
	Stated
	101
	140
	Restated

	RM’000
	(X)
	(Y)
	(Z)
	(X+Y+Z)

	Operating Expenses
	 24,789
	 -
	1,011
	 25,800

	Share of Profit of an
	
	
	
	

	 Associated Company
	      107
	 (22)
	  -
	        85

	Profit before Taxation
	 20,543
	 (22)
	(1,011)
	 19,510

	Taxation
	   6,159
	 (22)
	  (105)
	   6,032

	Profit for the Period  
	 14,384
	-  
	  (906)
	   13,478


(c)
Prior Year Adjustment Impact on Consolidated Balance Sheet as at 31 December 2005

	Prior Year 
	
	Increase/ 
	 

	Adjustments
	
	(Decrease)
	

	
	As
	in Balances
	

	
	Previously
	on Adoption
	As

	 
	Stated
	of FRS 140
	Restated

	RM’000
	(X)
	(Y)
	(X+Y)

	Assets
	
	
	

	Property and Equipment
	        6,041
	108,098
	   114,139

	Investment Properties
	    119,032 
	(118,167)
	          865 

	Tax Recoverable
	        2,189*
	         13
	       2,202

	Total Assets 
	 1,217,605 
	 (10,056)
	1,207,549 

	Equity and Liabilities
	
	
	

	Retained Profits
	    717,049
	  (9,025)
	    708,024 

	Deferred Tax Liabilities
	        7,142 
	  (1,028)
	       6,114 

	Tax Payable
	        3,221
	         (3)
	       3,218

	Total Equity and Liabilities
	 1,217,605 
	 (10,056)
	1,207,549 


* An amount of RM918,000 was reclassified to "Tax Recoverable" from "Other Receivables" before restatement of balances as at 31 December 2005
 
(d)
Prior Year Adjustment Impact on Condensed Consolidated Cash Flow Statement for the 6 months Ended 30 June 2005

	Prior Year 
	As
	Increase/(Decrease)
	

	Adjustments
	Previously
	FRS
	FRS
	As

	
	Stated
	101
	140
	Restated

	RM’000
	(X)
	(Y)
	(Z)
	(X+Y+Z)

	Non-cash items
	4,833
	 (22)
	(1,011)
	 3,800


(viii)
FRS Impact on Consolidated Income Statement and Consolidated Balance Sheet for the Period Ended 30 June 2006
 (a)
Effect on Consolidated Income Statement for the

Quarter Ended 30 June 2006
	New/Revised
	Increase/(Decrease)

	FRS
	 
	 

	 
	FRS
	FRS

	RM’000
	3
	140

	Operating Expenses
	(108)
	507

	Share of Profit of an
	
	

	 Associated Company
	-
	  -

	Profit Before Taxation
	108
	(507)

	Taxation
	-
	  (53)

	Profit for the Period
	108
	(454)


(b)
Effect on Consolidated Income Statement for the

6 Months Ended 30 June 2006
	New/Revised
	Increase/(Decrease)

	FRS
	 
	 

	 
	FRS
	 FRS

	RM’000
	3
	 140

	Operating Expenses
	(216)
	1,013

	Share of Profit of an
	
	

	 Associated Company
	-
	  -

	Profit Before Taxation
	216
	(1,013)

	Taxation
	-
	  (105)

	Profit for the Period
	216
	  (908)


  

(c)
Effect on Consolidated Balance Sheet as at 30 June 2006
	New/Revised FRS
	Increase/(Decrease) in Balances

	
	FRS
	FRS
	FRS

	RM’000
	3
	138
	140

	A  Assets
	
	
	

	P
Property and Equipment
	     -
	      (495)
	      107,097

	Investment Properties
	     -
	      -
	     (118,179)

	Intangible Assets
	     216
	      495
	       -

	Deferred Tax Assets
	     -
	      -
	       -

	Tax Recoverable
	     -
	      -
	       16

	Total Assets
	     216
	      -   
	        (11,066) 

	Equity and Liabilities
	
	
	

	Retained Profits
	 216
	 -
	  (9,933)

	Deferred Tax Liabilities
	     -
	     -
	       (1,130)

	Tax Payable
	     -
	     -
	             (3)

	Total Equity and Liabilities
	     216
	     -
	      (11,066)


A2
Qualification of financial statements

The auditors’ report on the annual financial statements for the year ended 31 December 2005 did not contain any qualification.

A3
Seasonal or cyclical factors

The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.
A4
Items of unusual nature and amount
There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that were unusual because of their nature, size or incidence except for the effect of the adoption of the new/revised FRSs disclosed in Note A1.

A5
Changes in estimates of amounts reported in the prior interim period of the current financial year or in prior financial years

There were no significant changes in estimates of amounts reported in the prior interim period of the current financial year or in prior financial years that have had a material effect on the current quarter ended 30 June 2006.

A6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities 

The Group’s leasing subsidiary issued RM25 million of new Commercial Papers under its Commercial Papers/Medium Term Notes Programme in the current quarter and redeemed Commercial Papers totalling RM40 million that matured during the same period. The total Commercial Papers issued and outstanding as at 30 June 2006 was RM35 million.  

Save as disclosed above, there were no other issuance, cancellation, repurchase, resale and repayment of debt and equity securities by the Group during the current quarter and in the current financial year-to-date. 

A7
Dividends paid

No interim dividend was paid during the current quarter and in the current financial year-to-date.  Please refer to Note B12 for the final dividend payable in respect of the financial year ended 31 December 2005.  

A8
Segment revenue and results

The segment revenue and segment results for business segments for the current financial year-to-date are as follows:-

	 
	
	PROFIT

	
	SEGMENT
	BEFORE

	
	REVENUE
	TAXATION

	
	    RM'000
	RM'000

	
	
	

	Investment holding and management services
	10,210 
	6,992 

	Underwriting of general insurance
	69,386 
	2,093 

	Unit trust management and asset management
	18,887 
	4,064 

	Leasing and hire-purchase
	9,608 
	4,323 

	Property investment and management
	4,348 
	1,941 

	
	112,439
	19,413 

	Inter-segment eliminations
	(2,803)
	                     -

	Share of profit of an associated company
	              -
	100

	
	109,636 
	19,513 


A9
Valuation of property and equipment


The brought forward values of property and equipment for financial year 2005 have been restated retrospectively following reclassification of the Group’s property from “Investment Property” to “Property and Equipment” in the consolidated balance sheet as explained in Note A1(vi).  


Save as disclosed above, the values of property and equipment have been brought forward without amendment from the latest audited annual financial statements except for the impact on net book values of the property and equipment for which depreciation has been provided in accordance with FRS 116: Property, Plant and Equipment and reclassification of certain computer software to intangible assets (refer Note A1(v)) in accordance with FRS 138: Intangible Assets in respect of the current quarter and current financial year-to-date.  Any additions to the property and equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if any, for the current quarter and current financial year-to-date.

Previously, depreciation of property and equipment was provided for on a straight-line basis to write off the cost of each asset to its residual value over a fixed estimated useful life.

In accordance with the provisions of FRS 116, the assets’ residual values and useful lives are now reviewed, and adjusted if appropriate, at each balance sheet date. If the carrying amount of an asset is lower than its estimated residual value, the asset’s depreciation charge is zero unless and until its residual value subsequently decreases to an amount below the asset’s carrying amount. 

A10
Material subsequent events

There are no material events subsequent to the end of the current quarter that have not been reflected in the financial statements for this quarter.

A11
The effect of changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations

There were no changes in the composition of the Group during the current quarter.

A12
Changes in contingent liabilities and contingent assets

Other than the contingent liabilities arising from insurance contracts underwritten by the insurance subsidiary in the ordinary course of its business, there are no changes in contingent liabilities of the Company since the last annual balance sheet date on 31 December 2005 and contingent liabilities of the Company remained at RM174 million as at 30 June 2006.
B.
ADDITIONAL INFORMATION AS REQUIRED BY THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

(PART A OF APPENDIX 9B)






                                         
B1
Review of performance

The Group’s profit before taxation for the current quarter increased by 16.9% to RM9.01 million from RM7.70 million (restated as a result of adoption of new/revised FRSs) recorded in the corresponding quarter of 2005, mainly due to higher profit contribution from the Group’s insurance subsidiary and the holding company. The insurance subsidiary’s improved performance in the current quarter was attributable to a write-back of provision for diminution in value of its investments while the pre-tax results of the holding company, PacificMas Berhad, rose on the back of higher interest income and realised gains on equities. 

The Group achieved a profit before taxation of RM19.51 million for the current year-to-date, similar to that of the previous year’s corresponding period. The stronger results posted by the holding company and the Group’s investment holding and unit trust management subsidiaries compensated for the weaker results registered by the Group’s insurance subsidiary for the current year-to-date.

B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter
The Group’s profit before taxation decreased by 14.3% to RM9.01 million in the current quarter from RM10.51 million in the immediate preceding quarter. The Group’s unit trust management and investment holding subsidiaries and the holding company registered lower profits in the current quarter, attributable to the significant write-back in provision for diminution in value of investments recorded in the immediate preceding quarter coupled with the drop in unit trust sales for the current quarter. 
B3
Prospects

Barring any unforeseen circumstances, the Group is expected to achieve satisfactory results for the remaining of year 2006 on expectations of sustained economic growth and favourable investment outlook.  
B4
Variances from profit forecast and profit guarantee
Not applicable.

B5
Taxation

	Major components of tax expense
	
	

	 
	
	
	
	 
	 Current
	Current

	 
	
	
	
	 
	  Quarter
	 Financial

	 
	
	
	
	 
	 Ended
	 Year-to-Date

	 
	
	
	
	 
	30 June 2006
	30 June 2006

	 
	
	
	
	 
	  RM'000
	  RM'000

	Income tax:
	
	

	
	Malaysian income tax
	2,318
	5,271

	
	Overprovision of income tax in prior years
	 (105)
	(105)

	
	2,213
	5,166

	Deferred tax relating to origination and 
	
	

	 
	reversal of temporary differences
	409
	569

	Tax expense 
	 
	2,622
	5,735

	 
	
	
	
	 
	 
	 

	Reconciliation of tax expense with 
	 
	 

	profit before taxation:
	 
	 

	 
	
	
	
	 
	 
	 

	Profit before taxation
	 
	9,008
	19,513

	 
	
	
	 
	 
	 
	 

	Taxation at statutory tax rate of 28%
	2,522
	5,464

	Effect of tax at lower rate*
	 
	(4)
	(6)

	Expenses not deductible for tax
	329
	627

	Income not subject to tax
	 
	(61)
	(287)

	Net deferred tax assets not recognised 

   for the year
	16
	34

	Overprovision of income tax in prior years
	(105)
	(105)

	Underprovision of deferred tax in prior years
	(75)
	8

	Tax expense 
	
	2,622
	5,735

	Effective tax rate
	
	31.11%
	29.89%


* A subsidiary was entitled to lower tax rate of 20% on first RM500,000 chargeable income and 28% on subsequent chargeable income. 

B6
Profits/(losses) on sale of unquoted investments and/or properties

           Save as disclosed below, there were no sale of unquoted investments and properties for the Group in the current quarter and current financial year-to-date:


 
Fixed Income Securities (Unquoted)
	
	Current
	Current

	
	Quarter
	Financial

	
	Ended
	Year-to-Date

	
	30 June 2006
	30 June 2006

	
	RM'000
	RM'000

	Net profit on sale
	          4        
	         228        


B7
Particulars of purchase or disposal of quoted securities
Other than the sale and purchase transactions carried out by the insurance subsidiary in its ordinary course of business, total purchase and disposal of quoted securities and unit trust investments for the current quarter and current financial year-to-date were as follows:-

(a) Quoted Securities 

	
	Current
	Current
	

	
	Quarter
	Financial
	

	
	Ended
	Year-to-Date
	

	
	30 June 2006
	31 June 2006
	

	
	RM'000
	 RM'000
	

	Purchase cost
	 6,699 
	 10,344 
	

	
	
	
	

	Sale proceeds
	 3,950 
	 10,231 
	

	Net loss from disposal
	      66 
	     (35) 
	

	
	
	
	

	                                                     As at 30 June 2006

	
	
	 Carrying/
	  Market

	
	Cost
	Book Value
	  Value

	
	RM'000
	 RM'000
	     RM'000

	
	
	
	

	Total quoted securities
	18,742
	18,562
	18,751


           (b) Unit Trusts

	
	Current
	Current
	

	
	Quarter
	Financial
	

	
	Ended
	Year-to-Date
	

	
	30 June 2006
	30 June 2006
	

	
	RM'000
	RM'000
	

	Purchase cost
	-
	-
	

	
	
	
	

	Sale proceeds
	-
	-
	

	Net profit from disposal
	-
	-
	

	
	
	
	

	                                                          As at 30 June 2006

	
	
	Carrying/
	  Market

	
	Cost
	Book Value
	   Value

	
	RM'000
	RM'000
	   RM'000

	
	
	
	

	Total unit trusts
	 13,851
	 13,754
	   13,914


B8(a)
Status of corporate proposals
The following corporate proposal has been announced but has not       been completed prior to the date of this report:

Proposed Merger with the Great Eastern Group


The negotiations with Great Eastern Capital (Malaysia) Berhad for the restructuring of the equity and insurance business operations of Great Eastern Life Assurance (Malaysia) Berhad and Overseas Assurance Corporation (Malaysia) Berhad with those of PacificMas Berhad, for which approval from Bank Negara Malaysia Berhad was obtained in February 2003, have now progressed to a stage at which the valuation of the businesses of both parties were completed based on the audited financial statements for the financial year ended 31 December 2005.  The valuation process was completed in early June 2006 and it was then envisaged that negotiation on pricing and the restructuring scheme would be speedily undertaken.

However, in view of the announcement of the voluntary unconditional cash offer by Oversea-Chinese Banking Corporation Limited on 29 June 2006 for all issued ordinary shares in the capital of Great Eastern Holdings Limited, not already owned by the offeror, the negotiation had to be postponed until the completion of this offer which ended on 16 August 2006.  The negotiation is expected to resume in order for submission to be made on this matter to Bank Negara Malaysia for consideration.

B8(b)
Status of utilisation of proceeds

The total net proceeds received from the disposal of the Company’s banking business on 1 January 2001 amounted to RM1,240,489,536 (“Disposal Proceeds”).  Utilisation of the Disposal Proceeds is subject to the prior approval of the Securities Commission (“SC”).  

The status of the utilisation of the Disposal Proceeds as at the date of this interim report is as follows:
	Type of Utilisation
	    Amount
	     Amount 

	
	
	    Approved
	     Utilised

	
	
	     RM'000
	     RM'000

	(i)
	Payment of dividends on 25 June 2001:
	
	

	
	-   Tax exempt dividend of 7 sen per share in relation to financial
	
	

	
	    year ended 31 December 2000
	      23,939.1 
	23,939.1 

	
	-   Special gross dividend of 50 sen per share
	      123,115.3 
	  123,115.3 

	
	
	
	

	(ii)
	Return of capital to shareholders on 18 October 2001 on the 
	
	

	
	basis of RM0.75 per ordinary share following the listing of bonus
	
	

	
	issue shares, by the cancellation from every one (1) existing  
	
	

	
	ordinary share of RM1.00 each and the consolidation of every  
	
	

	
	four (4) resultant ordinary shares of RM0.25 each into one (1) 
	
	

	
	ordinary share of RM1.00 each 
	      512,980.5 
	   512,980.5 

	
	
	
	

	(iii)
	Equity cash injection into two-wholly owned subsidiaries:
	
	

	
	-   The Pacific Insurance Berhad
	        35,000.0 
	  35,000.0 

	
	-   Pac Lease Sdn Bhd
	        30,000.0 
	30,000.0 

	
	
	
	

	(iv)
	Acquisition of the entire issued and paid-up capital of 
	
	

	
	Konsortium Insurans Berhad (now known as PacificMas Fidelity
	
	

	
	Sdn Bhd) ("KIB Acquisition")
	        83,500.0 
	83,500.0 

	
	
	
	

	(v)
	Acquisition of the remaining 25% equity interest in Pacific 
	
	

	
	Mutual Fund Bhd (“Pacific Mutual Acquisition")
	        5,937.5 
	    5,937.5 

	
	
	
	

	(vi)
	General working capital
	     4,754.0 
	    4,754.0 

	
	
	
	

	(vii)
	Expenses for the undertaking of 
	
	

	
	-  Bonus issue and return of capital
	        700.0 
	      700.0 

	
	-  KIB Acquisition and Pacific Mutual Acquisition
	      625.0 
	       567.2* 

	
	
	
	

	(viii)
	Acquisition of the entire issued and paid-up capital of Malaysia
	
	

	
	& Nippon Insurans Berhad (now known as PacificMas Capital
	
	

	
	Sdn Bhd) (“MNIB Acquisition”) and expenses for the undertaking
	
	

	
	of the MNIB Acquisition.
	91,425.0
	88,068.9*

	
	
	
	

	
	
	   911,976.4 
	    908,562.5 

	
	
	
	

	Balance of Disposal Proceeds
	
	       RM’000

	
	
	
	     

	Amount available for future investment in new businesses, 
	
	

	subject to the SC's prior approval
	
	331,927.0*


*
The unutilised balances in item (vii) relating to the KIB Acquisition and the Pacific Mutual Acquisition and in item (viii) relating to the MNIB Acquisition have been included in the Balance of Disposal Proceeds.
B9
Borrowings and debt securities
(a)
The Group’s outstanding short-term borrowings as at 30 June 2006 were as follows:-

   RM’000

Bank borrowings:


Bank overdrafts
    3,360

Revolving credits
101,500

Private debt securities
  35,000



139,860
The bank borrowings of RM104.860 million were secured by corporate guarantees from the Company while the private debt securities were unsecured.  

The private debt securities issued by the leasing subsidiary under the Commercial Papers/Medium Term Notes programme, and revolving credits will mature within the next 12 months.   

 (b)
Apart from the Group’s short-term borrowings in Malaysian Ringgit, there were no outstanding long-term borrowings and debt securities as at 30 June 2006.  

B10
Off balance sheet financial instruments

The Group’s leasing subsidiary entered into a forward interest rate swap contract with a financial institution on 30 May 2005. The contract which is for 2 years for a notional amount of RM10 million took effect from 1 June 2006.  


The purpose of entering into the interest rate swap contract is to hedge exposure to the risk of interest rate fluctuations. The interest rate swap contract entered into by the leasing subsidiary entitles it to receive interest at floating rates on the notional principal amount and pay interest at fixed rates on the same amount to the counterparty. The differences between fixed rate and floating rate interest amounts calculated by reference to the agreed notional principal amount are to be exchanged on a quarterly basis. 


The interest rate swap contract is subject to credit risk and market risk. 


Credit Risk


Credit risk arises from the possibility that the counterparty to the interest rate swap contract may be unable to meet the terms of a contract in which the Group’s leasing subsidiary has a gain position.   The associated credit risk is minimal as the contract was entered into with a creditworthy financial institution. 

Market Risk


Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices.  Exposure to market risk may be reduced through offsetting on and off balance sheet positions.  The market risk posed by the Group’s interest rate swap contract is not significant.


The accounting policy for the Group’s interest rate swap agreement is as follows:
Interest rate swap contracts are not recognised in the financial statements on inception.  Net differentials in interest receipts and payments arising from interest rate swap contracts are recognised as interest income or expense over the period of the contract.
B11
Changes in material litigation 

Save as disclosed below, the Group is not engaged in any material litigation, claims (other than insurance claims in the course of ordinary insurance business) or arbitration.  


With regard to the litigation concerning Malayan Banking Berhad’s (“Plaintiff”) case relating to the settlement of a claim amounting to RM2,537,155 made under a fire insurance policy issued by The Pacific Insurance Berhad (“PIB”), it was reported previously that the Senior Assistant Registrar had dismissed the Plaintiff’s application for summary judgment with costs on 3 March 2005.  However, on 7 March 2005 the Plaintiff had filed an appeal against the Senior Assistant Registrar’s decision.  The hearing of PIB’s application to introduce fresh evidence and the mention date of the Plaintiff’s appeal has been postponed to 11 September 2006. 


Details of this litigation was first announced to Bursa Malaysia Securities Berhad on 4 August 2004. 

B12
Dividends


(a)
The Company paid the following final dividend in respect of the financial year ended 31 December 2005 on 5 July 2006 following the approval of shareholders at its Annual General Meeting which was held on 14 June 2006:

(i) 12 sen per share less 28% taxation amounting to RM14,773,838; and

(ii) 3 sen per share tax exempt amounting to RM5,129,805.

           This final dividend of RM19,903,643 was accounted for in total equity as an appropriation of retained profits and disclosed as dividend payable in the consolidated balance sheet as at 30 June 2006.  

(b)
No interim dividend has been proposed or declared for the financial year ending 31 December 2006.

B13
Earnings per share (“EPS”)
           Basic and diluted EPS are calculated by dividing profit for the period attributable to ordinary equity holders of the parent by the number of shares in issue during the period.

	

	 2006
	2005
	2006
	 2005

	
	 Current
	Comparative
	 6 Months
	 6 Months

	
	 Qtr  Ended
	Qtr  Ended
	Cumulative
	Cumulative

	
	  30 June
	30 June
	30 June
	30 June

	
	
	   (restated)
	
	 (restated)

	 Profit for the period attributable

 to ordinary equity holders

 of the parent (RM’000)
	    6,196
	    4,963
	  13,342
	   13,078

	
	
	
	
	

	 Number of ordinary shares

 in issue (‘000) 
	170,994
	170,994
	170,994
	 170,994

	
	
	
	
	

	 Basic and diluted EPS (sen)
	     3.62
	     2.90
	     7.80
	      7.65


           Basic and diluted EPS were the same as there were no dilutive potential ordinary shares as at 30 June 2006.  The comparative EPS was restated in line with the restrospective adjustments for FRS 140.  


BY ORDER OF THE BOARD


TAN CHENG HOON (MIA 7231)

CHONG YOK HUA (MAICSA 0861045)

COMPANY SECRETARIES

23 AUGUST 2006
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