Pacific & Orient Berhad  

 

(Company No: 308366-H)

A. Notes To The Interim Financial Report

For The Year Ended 30 September 2003

A1.
Basis of Preparation
The interim financial report has been prepared in accordance with MASB 26 : Interim Financial Reporting and the Listing Requirements of Kuala Lumpur Stock Exchange (KLSE).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 September 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 30 September 2002 other than those required by new Malaysian Accounting Standards Board Standards (MASB) set out below:
(i) MASB 22 : Segment Reporting

(ii) MASB 23 : Impairment of Assets

(iii) MASB 24 : Financial Instruments: Disclosure and Presentation

(iv) MASB 25 : Income Taxes

(v) MASB 27 : Borrowing Costs

The adoption of MASB 22, MASB 23 and MASB 27 did not give rise to any material impact to the financial statements. The changes and effects of adopting MASB 25, which resulted in prior year adjustment, are as follows:

(a)
Change in accounting policy

During the financial year, the accounting policy of the Group and of the Company had been changed with respect to the recognition of deferred taxation in compliance with MASB 25 : Income Taxes.

In the previous years, provision was made using the liability method for deferred taxation for all material timing differences between accounting income and taxable income. Timing differences that give rise to deferred tax benefits were not taken into account except where there was reasonable expectation of realisation. Under MASB 25, deferred tax liability is recognised for all taxable temporary differences. Deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable that taxable profit will be available against which the deductible temporary differences can be utilised.

(b)
Prior Year Adjustment

The change in accounting policy has been applied retrospectively and comparatives have been restated as follows:











2003

2002





RM’000

RM’000

Effects on accumulated profits:







At 1 October, as previously stated



50,200

63,985

Effects of adopting MASB 25



12,442

11,680

At 1 October, as restated



62,642

75,665

















Effects on translation reserve:







At 1 October, as previously stated



(431)

(307)

Effects of adopting MASB 25



67

-

At 1 October, as restated



(364)

(307)










Quarter Ended

Year to date


30.9.2003

30.9.2002

30.9.2003

30.9.2002


RM’000

RM’000

RM’000

RM’000










Effects on net loss for the period:








Net loss before change in accounting policy 
(361)

(7,063)

(4,474)

(11,107)

Effects of adopting MASB 25
245

232

2,296

762

Net loss for the period
(116)

(6,831)

(2,178)

(10,345)

Comparative figures as at 30 September 2002 have been restated as follows:


As previously reported
Adjustments
As 

restated


RM’000
RM’000
RM’000






Deferred tax asset
9,177
12,509
21,686

Reserves
(134,753)
(12,509)
(147,262)

A2.
Audit Qualification of the Preceding Annual Financial Statements
There was no qualification in the audit report of the preceding annual financial statements of the Group.

A3.
Seasonality or Cyclicality of Operations

The businesses of the Group are not subject to seasonal or cyclical fluctuations.

A4.
Material Unusual Items 

There were no material unusual items that affect the assets, liabilities, equity, net income or cash flows of the Group other than the prior year adjustment arising from the first time adoption of MASB 25. 

A5.
Changes in Accounting Estimates

There were no changes in accounting estimates from those reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the current interim period.
A6.
Issuances and Repayments of Debts and Equity Securities

During the period under review, 

· 1,696,000 new ordinary shares of RM1.00 each were issued under the Company’s Employees Share Option Scheme at an issue price of RM1.27 each. 

· there were no:

· issuances or repayments of debt securities. 
· share buy-backs, shares cancelled, shares held as treasury shares or treasury shares resold.   
A7.
Dividends Paid

A second interim dividend of 3.75 sen less tax at 28% in respect of financial year ended 30 September 2002 was paid on 20 December 2002. 

A first interim dividend of 3.75 sen less tax at 28% in respect of financial year ended 30 September 2003 was paid on 30 June 2003.

A8.
Segment Information

Year to date 
Insurance
Information

Technology
Investment

holding
Money

lending
Others
Elimination
Group

30 September 2003
RM’000
RM’000
RM’000
RM’000
RM’000
RM’000
RM’000










REVENUE








External 

  sales
251,388
3,460
4,971
4,568
67
-
264,454

Inter-segment

  sales
269
8,165
6,168
164
83
(14,849)
-

Total segment

  revenue
251,657
11,625
11,139
4,732
150
(14,849)
264,454










RESULT








Segment result
13,289
(7,709)
(810)
463
(733)
(1,750)
2,750

Unallocated 

 corporate expense






(379)

Operating loss






2,371

Finance cost






(1,719)

Interest income






25

Profit before tax






677

Income tax

  expense






(2,855)

Net loss for the

  year






(2,178)

A9.
Valuation of Property, Plant and Equipment Brought Forward

There was no revaluation of property, plant and equipment brought forward from the previous audited financial statements. 

A10.
Material Events Subsequent to End of Reporting Period

There were no material events between 30 September 2003 (the end of the Reporting Period) and 22 November 2003 that has an impact on the financial statements for the period under review. 

A11.
Effect of Changes in Composition of the Group

There were no changes in the composition of the Group for the period under review.
A12.
Changes in Contingent Assets and Contingent Liabilities

There were no contingent assets or contingent liabilities of the Group since the last annual balance sheet date.
A13.
Significant Related Party Transactions


Group


Year To Date


30.9.2003

30.9.2002


RM’000

RM’000






Insurance revenue from a group of companies in

which a Director, Mr Chan Thye Seng, has a

    substantial indirect interest : 




-  Ancom Berhad group of companies
894

886

Insurance revenue from Directors, Mr Chan Hua Eng 

      and Mr Chan Thye Seng and persons connected

      to them 
16

19

Technical consultation fee to a company which a

      Director of a subsidiary company, 

      Mr Ian Sandler, has a substantial direct interest
19

-

The Directors are of the opinion that the transactions above have been entered into in the normal course of business on terms and conditions which are not materially different from that obtainable in transactions with unrelated parties.

A14.
Capital Commitment



Group



30.9.2003

30.9.2002



RM’000

RM’000







Approved and contracted for

130

-







Approved but not contracted for

65

-

B. Additional Notes Pursuant To The Listing Requirements of KLSE

For The Year Ended 30 September 2003
B1.
Review of Results

Current Quarter

Group revenue was RM62,670,000 compared to RM75,602,000 in the previous corresponding quarter.  The reduction was mainly attributable to a decrease in interest income at the money lending subsidiary company.  A profit before tax of RM3,317,000 was recorded, an improvement on the loss before tax of RM12,746,000 in the previous corresponding quarter due to a reduction in claims incurred resulting in better underwriting results at the insurance subsidiary company.

Year To Date

The Group achieved revenue of RM264,454,000, exceeding the RM251,464,000 posted in the previous corresponding period.  The increase was the result of growth in premium income at the insurance subsidiary company.  Profit before tax was RM677,000 compared to a loss before tax of RM13,284,000 in the previous corresponding period. This was due to a reduction in claims incurred resulting in better underwriting results at the insurance subsidiary company.

B2.
Comparison With Preceding Quarter’s Results

Group revenue of RM62,670,000 was marginally higher than the RM59,786,000 recorded in the preceding quarter.  This increase was due to an increase in dividend income at the holding company and at the insurance subsidiary company.  However, despite this, profit before tax of RM3,317,000 was lower than the RM5,332,000 in the preceding quarter.  The reduction in profit was due to lower gains from disposals of investments, a smaller write-back of allowance for diminution in the value of investments and impairment loss on long term investments during the current quarter.

B3.
Current Year Prospects

Barring unforeseen circumstances and in view of the prevailing economic conditions, the Directors expect the Group’s prospects in the current year to be satisfactory.

B4.
Profit Forecast and Profit Guarantee

No forecast has been issued by the Group for the period under review.

B5.
Taxation

The taxation figures include the following:





Quarter Ended

30.9.2003
Year To Date

30.09.2003





RM’000
RM’000








Current year’s

    Provision

    - Malaysian tax



762
1,348

    - Foreign tax



-
22

Tax recoveries



(3)
(20)

Transfer to

    Deferred

    Taxation



2,674
1,433





3,433
2,783

Under provision

    of taxation

    in prior years



-
72





3,433
2,855

The effective rates of taxation of the Group for the period under review are higher than the statutory rate of taxation principally due to certain expenses which are not deductible for tax purposes.

B6.
Sale of Unquoted Investments and Property



Quarter Ended

30.09.2003
Year To Date

30.09.2003



RM’000
RM’000






Loss on disposal of property

-
(65)






Gain on disposal of unquoted investments

-
6






B7.
Quoted Investments*


Preceding 

31.03.1999

Quarter Ended

30.09.2003
Year To Date

30.09.2003


RM’000

RM’000
RM’000

Total purchase consideration
2,497

250
250







Total sale proceeds
-

-
-







Total loss on sale
-

-
-





As At

30.9.2003





RM’000

Value of investments in quoted shares:




- at cost
48,802


49,052

- at book value
48,802


43,225

- at market value
37,447


38,432







* Excludes purchases and sales and value of investments held by the insurance subsidiary company
B8.
Status of Corporate Proposals

On 13 August 2003 Aseambankers Malaysia Berhad announced on behalf of the Company that the Company proposed to undertake a placement of 8,000,000 new ordinary shares of RM1.00 each in the Company to certain identified Independent Non-Executive Directors of the Company.

On 8 October 2003, the Company received approvals from the Securities Commission and the Foreign Investment Committee for the said placement.  At an Extraordinary General Meeting held on 14 October 2003, the shareholders of the Company approved the said placement.  At the date of this report, the pricing for these shares has not been determined by the Board of Directors and no placement has been made.

The issue price of the new shares to be issued under the said placement will be determined by the Board of Directors of the Company based on market-based principles at a price-fixing date to be determined later.  The discount to be adopted for the issue price (if any) of the said shares will be determined by the Company, which will depend on the performance and condition of the stock market of the KLSE prior to the price-fixing date and the performance of the shares in the Company.  The issue price shall not, in any event, be less than the par value of the shares in the Company.

B9.
Group Borrowings





As At

30.9.2003





RM’000







Long term





a. Secured



216

b. Unsecured



-







Short term





a.  Secured



7,315

b. Unsecured



16,200







Foreign currency borrowings



-

B10. 
Financial Instruments With Off-Balance Sheet Risk

As at 22 November 2003 the Group had no financial instruments with off-balance sheet risk.

B11.
Material Litigation

As at 22 November 2003 there was no material litigation against the Group other than that arising in the normal course of the insurance subsidiary company’s business.

B12.
Dividend

A second interim dividend of 3.75 sen less tax was declared on 10 November 2003 in respect of the current quarter (previous corresponding quarter: 3.75 sen less tax).

The total dividend for the financial year ended 30 September 2003 was 7.50 sen per share less tax.

Note:
Included in the total dividend for the financial year ended 30 September 2003 is a second interim dividend of 3.75 sen per share less tax which was declared by the Directors on 10 November 2003 and which is payable on 22 December 2003.  This dividend has not been reflected in the financial statements of the current financial year but it will be accounted for in shareholders’ equity as an appropriation of accumulated profits in the financial year ending 30 September 2004.

B13.
Basic Loss Per Share



Quarter Ended
Year To Date



30.9.2003
30.9.2002
30.9.2003
30.9.2002








Net loss for the period (A)
(RM’000)
(116)
(6,831)
(2,178)
(10,345)








Weighted average number

  of ordinary shares in

  issue (B)
(‘000)
100,374
99,200
99,499
99,200








Basic loss per share (A÷B)
(sen)
(0.12)
(6.89)
(2.19)
(10.43)








The comparative basic loss per share has been restated to take into account the effect of the change in accounting policy as stated in Note A1. 

The diluted loss per share for the current quarter and current financial year has not been presented as the issuance of shares during the period under review is anti-dilutive.
BY ORDER OF THE BOARD

VALERIE CHEAH CHUI MEI

HONG PEK HAR

Company Secretaries

Kuala Lumpur

28 November 2003
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2. 

