PACIFICMAS BERHAD (Company No. 5024-T)

(Incorporated in Malaysia)

AUDITED QUARTERLY FINANCIAL STATEMENTS

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2007


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 Listing Requirements”).  The interim report should be read in conjunction with the Company’s annual audited financial statements for the year ended 31 December 2006.  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 2006.

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 2006, except for the adoption of the following new/revised FRSs and amendment to FRS that are mandatory for the financial period beginning on or after 1 January 2007 as follows: 

FRS  6       Exploration for and Evaluation of Mineral Resources 

FRS 117    Leases

Amendment to FRS 1192004 Employee Benefits: Actuarial Gains and 

                                              Losses, Group Plans and Disclosures

FRS 124    Related Party Disclosures

The adoption of FRS 117 and amendment to FRS 1192004 do not have significant impact on the financial statements of the Group while the adoption of FRS 124 affects the level and extent of related party disclosures.  FRS 6 is not relevant to the operations of the Group.

The Group has also adopted the revised FRS 134 Interim Financial Reporting which was issued in 2007 with changes in disclosure requirements for interim financial reporting of the Group.  

As at the date of authorisation of these financial statements, the Group has not adopted the deferred FRS 139 Financial Instruments: Recognition and Measurement as well as the following revised FRSs, amendment to FRS and Interpretations of the Issues Committee (IC) issued by MASB which will be effective for financial periods beginning on or after 1 July 2007:

FRS 107   Cash Flow Statements

FRS 111   Construction Contracts

FRS 112   Income Taxes

FRS 118   Revenue

FRS 120 
 Accounting for Government Grants and Disclosure of   Government Assistance
Amendment to FRS 121 The Effects of Changes in Foreign Exchange 

                                        Rates - Net Investment in a Foreign Operation

FRS 137   Provisions, Contingent Liabilities and Contingent Assets

IC Interpretation 1      Changes in Existing Decommissioning, Restoration
                                   and Similar Liabilities

IC Interpretation 2   
Members’ Shares in Co-operative Entities and
                                    Similar Instruments                                       

IC Interpretation 5  
   Rights to Interests arising from Decommissioning,          Restoration and Environmental Rehabilitation Funds                          

IC Interpretation 6  
Liabilities Arising from Participating in a Specific Market – Waste Electrical and Electronic Equipment                                  

IC Interpretation 7  
Applying the Restatement Approach Under FRS 1292004 Financial Reporting in a Hyperinflationary Economies                                    

IC Interpretation 8      Scope of FRS 2

The revised FRSs, amendment to FRS and IC Interpretation 8 are not expected to have significant financial impact on the financial statements of the Group upon their initial application for financial year commencing 1 January 2008. 
IC Interpretations 1, 2, 5, 6 and 7 are not relevant to the operations of the Group.

A2
Seasonal or cyclical factors

The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.

A3
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.

A4
Changes in estimates of amounts reported in prior financial years

There were no significant changes in estimates of amounts reported in prior financial years that have had a material effect on the current quarter ended 31 December 2007.

A5
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

Save as disclosed below, 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.

	Commercial Papers issued by the Group's Leasing/Hire-Purchase Subsidiary under its Commercial Papers/Medium Term Notes Programme
	Current Quarter

Ended

 31 Dec 2007

RM’million
	Current Financial Year Ended 31 Dec 2007

RM’million

	At the beginning of period/year
	 103
	  53

	Issue during the period
	313
	         964

	Redemption during the period
	(296)
	        (897)

	At the end of period/year
	 120
	 120


A6
Dividends paid


The Company paid the following dividends in the current financial year:

a) A special interim dividend on 6 March 2007 in respect of the financial year ended 31 December 2006 of RM1.50 per share less 27% taxation amounting to RM187,237,882; and

b) A final dividend on 19 June 2007 in respect of the financial year ended 31 December 2006 of:

(i) 11.5 sen per share less 27% taxation amounting to RM14,354,881; and

(ii) 3.5 sen per share tax exempt amounting to RM5,984,773.


These special interim and final dividends were accounted for in equity as appropriation of retained profits in the current financial year.

A7
Segment revenue and results

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

	
	
	PROFIT

	
	SEGMENT
	BEFORE

	
	REVENUE
	TAXATION

	
	RM'000
	RM'000

	Investment holding and management services
	93,861 
	89,998 

	Underwriting of general insurance
	139,517 
	14,463 

	Unit trust management and asset management
	53,791 
	7,639 

	Leasing and hire-purchase
	22,342 
	8,801 

	Property investment and management
	9,734 
	3,699 

	
	319,245 
	124,600 

	Inter-segment eliminations
	(80,448)
	(75,704)

	Share of results of associated companies
	0 
	293 

	
	238,797 
	49,189 


A8
Material subsequent events

Other than as disclosed in Note B8(a), 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.

A9
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.

A10
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, the Group did not have any contingent liabilities as at 31 December 2007.  As for the Company, there are no changes in contingent liabilities (relating to the corporate guarantees given by the Company for bank loans obtained by subsidiaries), which remained at RM174 million as at 31 December 2007, since the last annual balance sheet date on 31 December 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 (“PBT”) for the current quarter (“4Q2007”) decreased by 10.2% to RM16.40 million from RM18.27 million recorded in the fourth quarter of 2006.  The decrease was mainly due to lower interest income of RM1.75 million recorded by the Company following a significant reduction of investible funds arising from the special interim dividend payment of RM187.24 million in March 2007 as stated in Note A6.  

The Group’s PBT declined by 6.1% to RM49.19 million for the current financial year (“FY 2007”) from RM52.36 million for the previous year.  Apart from the Company, Pacific Mutual Fund Bhd, PacificMas Capital Sdn Bhd and P.B. Pacific Sdn Bhd, all the other Group companies registered better results in FY 2007.  The lower Group’s PBT was mainly due to decrease in interest income of the Company by RM4.89 million after the payment of special interim dividend in March 2007.  The estimated loss in interest income of RM6.0 million arising from the payment of the special dividend was mitigated by higher interest income from fixed income securities.  The Group benefited from an increase of RM6.56 million in net realised gain on investments for FY 2007, which more than offset the decline amounting to RM5.38 million in write-back of provision for diminution in value of investments. 
B2
Material change in profit before taxation for the current quarter compared to the immediate preceding quarter
The Group’s profit before taxation increased by three-fold to RM16.40 million in the 4Q2007 from RM5.14 million in the immediate preceding quarter (“3Q2007”).  The Group’s better results for the current quarter were primarily attributable to improvement in operating performance of all companies, particularly the underwriting performance of the insurance subsidiary, coupled with net realised gain of RM1.94 million on the Group’s investments (3Q2007: Net realised loss of RM0.66 million on investments).
B3
Prospects

           The year 2008 will be a challenging year for the Group, having regard to the adverse implications of the expected slowdown in global growth and the US credit crisis, on the Malaysian economy and financial markets.
B4
Variances from profit forecast and profit guarantee
Not applicable.

B5
Taxation

	Major components of tax expense
	
	

	 
	
	
	
	 
	 Current
	Current

	 
	
	
	
	 
	  Quarter
	 Financial

	 
	
	
	
	 
	 Ended
	 Year Ended 

	 
	
	
	
	 
	31 Dec 2007
	31 Dec 2007

	 
	
	
	
	 
	  RM'000
	  RM'000

	Income tax:
	
	

	  Malaysian income tax – current year’s provision
	3,493
	11,449

	  Underprovision in respect of prior years
	617
	702

	
	4,110
	12,151

	Deferred tax relating to origination and 

   reversal of temporary differences
	(765)
	258

	Tax expense 
	 
	3,345
	12,409

	 
	
	 
	
	 
	 
	 

	Reconciliation of tax expense with 
	 
	 

	profit before taxation:
	 
	 

	 
	
	 
	
	 
	 
	 

	Profit before taxation
	 
	16,398
	49,189

	 
	
	
	 
	 
	 
	 

	Taxation at 27%
	4,428
	13,281

	
	
	

	Effect of change in tax rate from 27% to 26%
  (effective in 2008) on opening balance and current
   year deferred tax of the Group  
	(7)
	(286)

	Adjustment to opening balance of deferred tax liability
   as a result of change in the basis of allocation of net
   book value of qualifying and non-qualifying tax
   expenditures of the property investment and
   management subsidiary 
	(1,184)
	(1,184)

	Effect of different tax rate for first RM500,000 at 20%
   for a subsidiary 
	(1)
	(9)

	Expenses not deductible for tax
	228
	913

	Income not subject to tax (mainly unit trust
   distributions) 
	(629)
	(1,027)

	Net deferred tax assets not recognised for the
   period/year for a subsidiary  
	(20)
	13

	Tax saving arising from utilisation of unabsorbed

   capital allowances not recognised as deferred tax in

   previous years   
	(50)
	(50)

	Underprovision of income tax in prior years
	617
	702

	(Over)/underprovision of deferred tax in prior years
	(37)
	56

	Tax expense for the period/year 
	3,345
	12,409

	Effective tax rate
	
	16.86%
	23.69%


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

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


 
Fixed Income Securities (Unquoted)

	
	Current
	Current

	
	Quarter
	Financial

	
	Ended
	Year Ended

	
	31 Dec 2007
	31 Dec 2007

	
	RM'000
	RM'000

	Net profit from disposal
	52 
	1,563


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, the transactions for quoted securities, unit trusts and real estate investment trusts (“REITs”) for the current quarter and current financial year were as follows:-

	Purchase &
	Current Quarter
	Current Financial

	Disposal of
	Ended
	Year Ended

	Securities
	31 Dec 2007
	31 Dec 2007

	 
	Quoted
	Unit Trusts
	Quoted
	Unit Trusts

	RM'000
	Securities
	& REITs
	Securities
	& REITs

	Purchase cost
	5,047
	48,239
	47,773
	121,372

	Sale proceeds
	21,095
	18,454
	47,904
	59,022

	Net profit/(loss) from disposal
	759
	(12)
	3,137
	86


	Investments as at
	 
	Carrying
	Market

	31 Dec 2007
	Cost
	Value
	Value

	 
	RM'000
	RM'000
	RM'000

	Quoted securities
	7,446
	7,446
	8,385

	Unit Trusts & REITs
	77,025
	77,025
	77,668


B8(a)
Status of corporate proposals

On 4 January 2008, PacificMas Berhad (“the Company” or “PacificMas”) announced that it had received a Notice of Conditional Take-Over Offer from CIMB Investment Bank Berhad and OCBC Advisers (Malaysia) Sdn Bhd, on behalf of OCBC Capital (Malaysia) Sdn Bhd (“OCSB”) (formerly known as OSPL Holdings Sdn Bhd), to acquire all the voting shares in the Company not already owned by OCSB (“Offer Shares”) for a cash consideration of RM4.30 per Offer Share (“Offer”).  The ultimate holding company of OCSB is Oversea-Chinese Banking Corporation Limited, a substantial shareholder of the Company.  The Notice of Conditional Take-Over Offer was posted to shareholders of the Company on 9 January 2008.

On 14 January 2008, the Board of the Company appointed AmInvestment Bank Berhad as the independent adviser to advise the Board and shareholders of the Company on the Offer. The appointment of AmInvestment Bank Berhad was approved by the Securities Commission.

On 25 January 2008, the Offer Document in relation to the Offer was posted to the shareholders of the Company by OCSB.  The Offer is conditional upon the following: 

(i) OCSB receiving valid acceptances (on or before the close of the Offer) which would result in OCSB holding in aggregate, together with such PacificMas shares that are already acquired, held or entitled to be acquired or held by OCSB, if any, more than 50% of the voting shares of the Company;
(ii)
approval from the Ministry of Finance on the recommendation of Bank Negara Malaysia (“BNM”) for the acquisition of the PacificMas Shares pursuant to the Offer. The application to BNM has been made on 17 January 2008 and the decision from BNM is still pending;
(iii)
   approvals from the Securities Commission (“SC”) (under the Guidelines on the Acquisition of Interests, Mergers and Take-Overs by Local and Foreign Interests issued by the Foreign Investment Committee) for the acquisition of the Offer Shares by OCSB under the Offer and the proposed transfer of OCBC Securities’ entire shareholding in OCSB to Federal Securities. The SC approved this application on 11 February 2008; and
(iv)
approval from the SC (through the SC’s Licensing Department) for the change in the direct and/or indirect shareholdings of the Company, being the controller of Pacific Mutual Fund Bhd and PacificMas Asset Management Sdn Bhd, as a result of the acquisition of the Offer Shares pursuant to the Offer (if applicable). The application to the SC (through the Licensing Department) has been made on 18 January 2008 and the decision from the SC is still pending;
failing which the Offer shall lapse and all acceptances shall be returned to the shareholders of the Company who have accepted the Offer. 

On 4 February 2008, the Company had posted the Independent Advice Circular to its shareholders.

    (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”).  

[image: image1.emf]Status of Utilisation of Disposal Proceeds

Completed Transactions Proposed Actual

Utilisation Utilisation

%

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 less 

     28% taxation 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 

      57.8  9.2    

(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 MNIB Acquisition 

91,425.0 

88,068.9

 3,356.1 

3.7    

(ix) Payment of special interim gross dividend of RM1.50 

per share less 27% taxation and expenses for 

undertaking payment of this special dividend payment 187,260.0  187,255.7          4.3 

0.0    

1,099,236.4  1,095,818.2 #  3,418.2  0.3    

Balance of Disposal Proceeds RM'000

Total Disposal Proceeds 1,240,489.5

Less: Actual Utilisation  (1,095,818.2)#

Amount available for future investment in new businesses, subject

to the SC's approval 144,671.3

Amount

RM’000

Deviation



B9
Borrowings and debt securities
(a)
The Group’s outstanding short-term borrowings as at 31 December 2007 were as follows:-

   RM’000

Bank borrowings:


Bank overdrafts
       129

Revolving credits
  90,000


Private debt securities
120,000



210,129
The bank borrowings of RM90.13 million were secured by corporate guarantees from the Company while the private debt securities were unsecured.  

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

 (b)
Apart from the Group’s short-term borrowings (all in Malaysian Ringgit), there were no outstanding long-term borrowings and debt securities as at 31 December 2007.  

B10
Off balance sheet financial instruments

The Group’s leasing/hire-purchase subsidiary entered into a forward interest rate swap contract with a financial institution on 30 May 2005.  The 2-year contract at a notional sum 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 entitles the leasing subsidiary 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 and market risks. 


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 

           The Group does not have any material litigation which would materially and adversely affect the financial position of the Group to date.
B12
Dividends


The Company, at its forthcoming Annual General Meeting, will be recommending to its shareholders for approval, a final dividend on 170,993,500 ordinary shares in respect of the financial year ended 31 December 2007 of 15 sen per share less 26% taxation amounting to RM18,980,279.  
Please refer to Note A6 for the special interim and final dividends in respect of the financial year ended 31 December 2006 which the Company paid on 6 March 2007 and 19 June 2007 respectively.

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

	

	 2007
	2006
	2007
	 2006

	
	 Current
	Comparative
	 12 Months
	 12 Months

	
	 Qtr  Ended
	Qtr  Ended
	Cumulative
	Cumulative

	
	  31 Dec
	31 Dec
	31 Dec
	 31 Dec

	 Profit for the period/year
 attributable to ordinary

 equity holders of the
 parent (RM’000)
	  12,827
	  13,185
	  35,948
	 37,551

	
	
	
	
	

	 Number of ordinary

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

	
	
	
	
	

	 Basic EPS (sen)
	     7.50
	     7.71
	    21.02
	    21.96


           The Group has no potential dilutive ordinary shares in issue as at balance sheet date and therefore, diluted earnings per share has not been presented.  

B14    Qualification of financial statements

The auditors’ report on the annual financial statements for the year ended 31 December 2006 did not contain any qualification.   

BY ORDER OF THE BOARD


TAN CHENG HOON (MIA 7231)

CHONG YOK HUA (MAICSA 0861045)

COMPANY SECRETARIES

27 FEBRUARY 2008
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		Status of Utilisation of Disposal Proceeds

		Completed Transactions				Proposed		Actual		Deviation

						Utilisation		Utilisation

										Amount				%

						RM’000		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 less

				28% taxation		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				57.8		9.2

		(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 MNIB Acquisition		91,425.0		88,068.9				3,356.1		3.7

		(ix)		Payment of special interim gross dividend of RM1.50 per share less 27% taxation and expenses for undertaking payment of this special dividend payment		187,260.0		187,255.7				4.3		0.0

						1,099,236.4		1,095,818.2		#		3,418.2		0.3

		Balance of Disposal Proceeds						RM'000

		Total Disposal Proceeds						1,240,489.5

		Less: Actual Utilisation						(1,095,818.2)		#

		Amount available for future investment in new businesses, subject

		to the SC's approval						144,671.3






