PACIFICMAS BERHAD (Company No. 5024-T)

(Incorporated in Malaysia)

UNAUDITED QUARTERLY FINANCIAL STATEMENTS

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2008


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 2007.  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 2007.

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 2007, except for the adoption of the following revised FRSs, amendment to FRS and Interpretations of the Issues Committee (“IC”) issued by MASB that are mandatory for the financial period beginning on or after 1 January 2008 as follows: 

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 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 for the year ending 31 December 2008. 
IC Interpretations 1, 2, 5, 6 and 7 are not relevant to the operations of the Group.
MASB announced on 1 August 2008 that FRS 139 Financial Instruments: Recognition and Measurement will be applicable for entities other than private entities for annual periods beginning on or after 1 January 2010.  
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 for the current quarter and current financial year-to-date that were unusual because of their nature, size or incidence except for the corporate restructuring cost of RM1.29 million incurred after the completion of the takeover of the Company and the entry of Oversea-Chinese Banking Corporation Limited (OCBC) as the ultimate holding company.
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 30 September 2008.

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-to-date.

	Commercial Papers/Medium Term Notes Programme of the Group's Leasing/Hire-Purchase Subsidiary
	Current Quarter

Ended

 30 Sept 2008
RM’million
	Current Financial Year-to-Date 30 Sept 2008
RM’million

	At the beginning of period/year
	 120
	120

	Issue during the period
	 205
	         815

	Redemption during the period
	 (225)
	        (835)

	At the end of period
	 100
	 100


A6
Dividends paid


The Company paid a final net dividend of 15 sen per share less 26% taxation amounting to RM18,980,278 on 15 July 2008 in respect of the financial year ended 31 December 2007.  This final dividend was accounted for in equity as appropriation of retained profits in the current financial year-to-date.
A7
Segment revenue and results

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

	
	
	PROFIT/(LOSS)

	
	SEGMENT
	BEFORE

	
	REVENUE
	TAXATION

	
	RM'000
	RM'000

	Investment holding and management services
	13,800 
	824 

	Underwriting of general insurance
	121,944 
	(1,672) 

	Unit trust management and asset management
	21,294 
	914 

	Leasing and hire-purchase
	17,455 
	6,884 

	Property investment and management
	7,677 
	3,085 

	
	182,170 
	10,035 

	Inter-segment eliminations
	(3,313)
	0

	Share of results of an associated company
	0 
	351 

	
	178,857 
	10,386 


A8
Material subsequent events

Other than as disclosed in Note B8(b), 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

As explained in Note B8(a), OCBC Capital (Malaysia) Sdn Bhd (“OCSB”) owns a controlling interest of 67.07% in the Company following completion of its Take-Over Offer on 18 April 2008.  OCSB is a wholly owned subsidiary of Oversea-Chinese Banking Corporation Limited (OCBC).  Consequently, OCBC is the ultimate holding company of the Company.  

Save as disclosed above, there were no other changes in the composition of the Group during the current financial year-to-date.

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 30 September 2008.  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 30 September 2008, since the last annual balance sheet date on 31 December 2007.
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 of RM4.02 million (“3Q2008”) was lower by 21.7% compared with RM5.14 million recorded in the third quarter of 2007.  This was mainly attributable to the higher provision for diminution in value by RM4.21 million for the investments held by the Group.  However, this was mitigated by lower underwriting loss of the insurance subsidiary of RM0.11 million in 3Q2008 from an underwriting loss of RM2.42 million in 3Q2007 as well as higher net realised gain and income on the Group’s investments. 
           The Group’s PBT for the current year-to-date ended 30 September 2008 (“YTD 2008”) also dropped significantly by 68.3% to RM10.39 million from RM32.79 million recorded in the previous year’s corresponding period (“YTD 2007”).  This was mainly due to: 
           (i)
The steep decline in the stock and bond markets resulting in:

(a) Higher provision for diminution in value by RM9.10 million for the                             Group’s investments in YTD 2008;

(b) Decline in net realised gain on investments by RM5.53 million from RM6.48 million in YTD 2007 to RM0.95 million in YTD 2008; and
(c) The operating results of the unit trust management subsidiary fell by RM4.37 million in YTD 2008.
 
(ii)
Higher underwriting loss by RM4.47 million for the insurance subsidiary in YTD2008 due to higher claims incurred for medical, personal accident and motor insurance businesses.
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 45.4% to RM4.02 million in 3Q2008 from RM2.77 million in the immediate preceding quarter (“2Q2008”).  This was mainly due to lower underwriting loss by RM2.01 million for the insurance subsidiary in 3Q2008 and expenses of RM1.09 million relating to the restructuring exercise incurred in 2Q2008 following the completion of the OCBC takeover. 
           However, this was mitigated by higher provision for diminution in value by RM1.04 million and lower net realised gain by RM0.60 million for the Group’s investments arising from the further decline in the financial markets in 3Q2008. 
B3
Prospects

            The Group is expected to be affected by the unfavourable operating environment for the rest of 2008 having regard to the weak stock and bond markets, deteriorating global economy as well as slowdown in domestic demand. 

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 Sept 2008
	30 Sept 2008

	 
	
	
	
	 
	  RM'000
	  RM'000

	Income tax:
	
	

	  Malaysian income tax – current year’s provision
	1,383
	4,277

	  Under/(Over) provision in respect of prior years
	67
	(57)

	
	1,450
	4,220

	Deferred tax relating to origination and 

   reversal of temporary differences
	(96)
	(1,379)

	Tax expense 
	 
	1,354
	2,841


	Reconciliation of tax expense with
	
	

	profit before taxation:
	
	
	
	

	 
	
	
	
	 
	 Current
	Current

	 
	
	
	
	 
	  Quarter
	 Financial

	 
	
	
	
	 
	 Ended
	 Year-to-Date 

	 
	
	
	
	 
	30 Sept 2008
	30 Sept 2008

	 
	
	
	
	 
	  RM'000
	  RM'000

	 
	
	 
	
	 
	
	 

	Profit before taxation
	 
	4,024
	10,386

	 
	
	
	 
	 
	
	 

	Taxation at 26%
	1,046
	2,700

	
	
	

	Effect of change in tax rate from 26% to 25%

  (effective in 2009) on opening balance and current

   year deferred tax of the Group  
	43
	(205)

	Effect of different tax rate for first RM500,000 at 20%

   for a subsidiary 
	-
	(30)

	Tax effect arising from:-
	
	

	   Non-allowable expenses
	631
	1,605

	   Exempt income  
	(468)
	(1,202)

	Net deferred tax assets not recognised for the

   period for a subsidiary  
	9
	26

	Under/(Over) provision of income tax in prior years
	67
	(57)

	Underprovision of deferred tax in prior years
	26
	4

	Tax expense for the period 
	1,354
	2,841

	Effective tax rate
	
	31.34%
	27.86%


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

              
Save as disclosed below, there was no sale of unquoted investments and properties by 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 Sept 2008
	30 Sept 2008

	
	RM'000
	RM'000

	Net profit from disposal
	316 
	785


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 other transactions for quoted securities and unit trusts of the Group for the current quarter and current financial year-to-date were as follows:-

	Purchase &
	Current Quarter
	Current Financial

	Disposal of
	Ended
	Year-to-Date

	Securities
	30 Sept 2008
	30 Sept 2008

	 
	Quoted
	Unit Trusts
	Quoted
	Unit Trusts

	RM'000
	Securities
	
	Securities
	

	Purchase cost
	4,595
	126,594
	17,488
	192,564

	Sale proceeds
	1,527
	  20,150
	  5,832
	  33,997

	Net (loss)/profit from disposal
	 (270)
	  (5)
	  (28)
	  14


	Investments as at
	 
	Carrying
	Market

	30 Sept 2008
	Cost
	Value
	Value

	 
	RM'000
	RM'000
	RM'000

	Quoted securities
	19,070
	16,294
	16,294

	Unit Trusts
	235,606
	232,714
	232,714


B8
Status of corporate proposals

    (a) 
Rectification of Public Shareholding Spread
           Following the take-over of PacificMas Berhad (“PacificMas”) by OCBC Capital (Malaysia) Sdn Bhd (“OCBC Capital”), OCBC Capital held 67.07% of the share capital in PacificMas which resulted in PacificMas not complying with the minimum 25% public shareholding spread requirement (“Public Shareholding Spread”) of Bursa Malaysia Securities Berhad (“Bursa Securities”).  On 3 October 2008, PacificMas received a letter from Bursa Securities approving a further extension of time until 25 December 2008 for PacificMas to comply with the Public Shareholding Spread. 

           In this regard, PacificMas and OCBC Capital are in the midst of evaluating several possible rectification plans before proposing a concrete rectification plan to Bursa Securities to rectify the Public Shareholding Spread.

(b)    
Proposed disposal of insurance business
           The Minister of Finance (“MOF”) via Bank Negara Malaysia (“BNM”) had approved the take-over of PacificMas by OCBC Capital subject to the following conditions:-

(i) Oversea-Chinese Banking Corporation Limited (“OCBC”) is required to resolve its holdings in The Pacific Insurance Berhad (“PIB”) and Overseas Assurance Corporation (Malaysia) Berhad (“OACM”), within 18 months from the date of completion of the take-over; and

(ii) In the event of a merger between OACM and PIB, OCBC is required to dispose of and limit its interest in the merged entity to not more than 51%, within 18 months from the date of completion of the take-over.
On 25 July 2008, BNM gave its approval for PacificMas to commence preliminary negotiations with OSK Holdings Berhad (“OSK”) to dispose of PIB to OSK.  However, on 19 September 2008, PacificMas and OSK mutually agreed to cease all negotiations in relation to the proposed disposal of PIB by PacificMas.

       PacificMas received a letter from Bank Negara Malaysia dated 3 November 2008 stating that it has no objection in principle for PacificMas to commence preliminary negotiations with the following parties to dispose of all the issued and paid-up share capital of its wholly-owned subsidiary, PIB:-

a) Aureos Capital Limited; 
b) ACE Group of Companies including ACE Synergy Insurance Berhad;

c) EON Bank Berhad; and

d) Usaha Tegas Sdn Bhd.

            PacificMas has begun concurrent negotiations with the above parties through a formal bidding process.  PacificMas and any of the above parties would be required to obtain the prior approval of the Minister of Finance, with the recommendation of Bank Negara Malaysia, pursuant to the Insurance Act 1996, before entering into any agreement to effect the Proposed Disposal. 
    (c)
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 on 6 March 2007 together 

with expenses incurred 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 up to 30 September 2008  (1,095,818.2)#

Amount available for partial payment of special interim dividend

on 25 November 2008 (refer to Note B12)  144,671.3

Amount

RM’000

Deviation



B9
Borrowings and debt securities
(a)
As at 30 September 2008, the Group’s outstanding short-term borrowings payable within the next 12 months were as follows:-

            RM’000

Bank borrowings:


Bank overdrafts
               554

Revolving credits
        101,000


Private debt securities
        100,000
                                                                          -------------


        201,554
                                                                          -------------
The bank borrowings of RM101.55 million were secured by corporate guarantees from the Company while the private debt securities were unsecured.  

 (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 30 September 2008.  

B10
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 30 September 2008 and as at the date of issue of the interim financial report.
B11
Changes in material litigation 

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

           On 8 October 2008, the Company received the approval of the Securities Commission via its letter dated 7 October 2008 to utilise the remaining balance of the proceeds from the disposal of the Company’s banking business in 2001 for payment of the Special Interim Dividend of RM1.35 per share less 26% taxation on 170,993,500 ordinary shares.  The Special Interim Dividend is payable on 25 November 2008.
           Please refer to Note A6 for the final dividend in respect of the financial year ended 31 December 2007 which the Company paid on 15 July 2008.

B13
Earnings per share (“EPS”)
           Basic 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.

	

	 2008
	2007
	2008
	 2007

	
	 Current
	Comparative
	 9 Months
	 9 Months

	
	 Qtr  Ended
	Qtr  Ended
	Cumulative
	Cumulative

	
	  30 Sept
	30 Sept
	30 Sept
	 30 Sept

	 Profit for the period

 attributable to ordinary

 equity holders of the
 parent (RM’000)
	  2,640
	  3,566
	  7,443
	 23,121

	
	
	
	
	

	 Number of ordinary

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

	
	
	
	
	

	 Basic EPS (sen)
	     1.54
	     2.09
	    4.35
	    13.52


           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 2007 did not contain any qualification.   

BY ORDER OF THE BOARD


TAN CHENG HOON (MIA 7231)

CHONG YOK HUA (MAICSA 0861045)

COMPANY SECRETARIES

18 NOVEMBER 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 on 6 March 2007 together with expenses incurred		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 up to 30 September 2008						(1,095,818.2)		#

		Amount available for partial payment of special interim dividend

		on 25 November 2008 (refer to Note B12)						144,671.3






