Pacific & Orient Berhad  


(Company No: 308366-H)


A. Notes To The Interim Financial Report

For The Three Months Ended 31 December 2008

A1.
Basis of Preparation 

The interim financial report has been prepared in accordance with Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting and the Listing Requirements of Bursa Malaysia Securities Berhad (BMSB).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 September 2008. 

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 2008 except for a change in accounting policy to adopt the revaluation model to measure freehold land and buildings and leasehold buildings classified as property, plant and equipment in accordance with FRS 116:  Property, plant and equipment.

Prior to 1 October 2008, freehold land and buildings and leasehold buildings that were owner-occupied were stated at cost less accumulated depreciation and any accumulated impairment losses.

The Group has changed its accounting policy to adopt the revaluation model to measure the aforementioned properties in accordance with FRS 116. Under the revaluation model, the properties are stated at revalued amounts, which are the fair values at the date of the revaluation less subsequent accumulated depreciation (except for freehold land which has an unlimited useful life and therefore is not depreciated) and any subsequent accumulated impairment losses.  Fair values are determined from market-based evidence by appraisals that are undertaken by professionally qualified valuers. Revaluations are performed with sufficient regularity to ensure that the fair values of the revalued properties do not differ materially from those which would be determined using fair values at the balance sheet date. Any revaluation surplus is credited to the revaluation reserve included within equity, except to the extent that it reverses a revaluation decrease for the same property previously recognised in income statement, in which case the increase is recognised in income statement to the extent of the decrease previously recognised. A revaluation deficit is first offset against unutilised previously recognised revaluation surplus in respect of the same property and the balance is thereafter recognised in income statement. Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the property and the net amount is restated to the revalued amount of the property. Upon disposal or retirement of a property, any revaluation reserve relating to the particular property is transferred directly to retained earnings.

A1.
Basis of Preparation (Cont'd.)

FRS Yet To Be Effective

The Group has not adopted the following FRSs and Issues Committee (“IC”) Interpretations which have been issued but are not yet effective:

	FRS 4
	Insurance Contracts

	FRS 7
	Financial Instruments: Disclosures

	FRS 8
	Operating Segments

	FRS 139
	Financial Instruments -Recognition and Measurement

	IC Interpretation 9
	Reassessment of Embedded Derivatives

	IC Interpretation 10
	Interim Financial Reporting and Impairment


The adoption of FRS 7, IC Interpretations 9 and 10 (effective for periods on or after 1 January 2010) and FRS 8 (effective for periods on or after 1 July 2009) does not have any significant impact on the financial statements.

The impact of applying FRS 4 and FRS 139 on the financial statements upon first adoption of these standards as required by paragraph 30(b) of FRS 108: Accounting Policies, Changes in Accounting Estimates and Errors are not required to be disclosed by virtue of exemptions provided under paragraph 41AA of FRS 4 and 103AB of FRS 139.

A2. 
Effects Arising from Change in Accounting Policy in respect of Property, Plant and Equipment

Effects on balance sheet as at 31 December 2008





         

         Increase

	
	
	
	
	FRS 116

	
	
	
	
	    RM'000

	    Description of change:
	
	

	   
	
	

	
	
	
	
	

	
	Property, plant and equipment
	
	6,501

	
	
	
	

	
	Revaluation surplus
	
	6,961

	
	
	
	


A2. 
Effects Arising from Change in Accounting Policy in respect of Property, Plant and Equipment (Cont'd.)

Effects on income statement for the period ended 31 December 2008 







         Increase

	
	
	
	
	FRS 116

	
	
	
	
	    RM'000

	     Description of change:
	
	

	
	
	

	
	
	
	
	

	
	Impairment loss on property, plant and equipment
	
	460

	
	
	
	

	
	Depreciation of property, plant and equipment
	
	21

	
	
	
	


A3.
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.

A4.
Seasonality or Cyclicality of Operations

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

A5.
Material Unusual Items 

There were no material unusual items that affect the assets, liabilities, equity, net income or cash flows of the Group except for the change in accounting policy in respect of property, plant and equipment, the impact of which is shown in Note A2.

A6.
Changes in Estimates


There were no changes in estimates of amounts reported in prior periods that have a material effect in the period under review.

A7.
Issuances, Cancellations, Repurchases, Resale and Repayments of Debts and Equity 

Securities

(i) Issuance of shares

There were no new issuance of ordinary shares pursuant to the Company’s Employees Share Option Scheme during the period under review.

(ii) Share buy-back 

On 5 March 2008, the shareholders of the Company renewed their approval for the Company’s plan to purchase its own ordinary shares.

During the period under review, the Company purchased 657,000 of its issued ordinary shares of RM1.00 each fully paid from the open market at an average price of RM1.03 per share for a total consideration of RM678,000. The purchases were financed by internally generated funds. These shares are held as treasury shares in accordance with Section 67A of the Companies Act, 1965. 

Of the total 110,680,000 issued and fully paid ordinary shares as at 31 December 2008, 4,957,000 (RM7,337,000) are held as treasury shares by the Company. The number of outstanding ordinary shares in issue and fully paid are therefore 105,723,000 ordinary shares of RM1.00 each.

(iii) There were no:

· issuances or repayments of debt securities. 
· shares cancelled or treasury shares resold.

A8.
Dividends Paid

No dividend has been paid in respect of the quarter under review.
A9.
Segment Information

	Year To Date
	Insurance
	Information

Technology
	Investment

Holding
	Money

Lending
	Others
	Elimination
	Group

	31 December 2008
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	

	REVENUE
	
	
	
	
	
	
	

	External 

  sales
	82,231
	1,507
	1,648
	8
	-
	-
	85,394

	Inter-segment

  sales
	67
	1,905
	940
	35
	1
	(2,948)
	-

	Total segment

  revenue
	82,298
	3,412
	2,588
	43
	1
	(2,948)
	85,394

	
	
	
	
	
	
	
	

	RESULT
	
	
	
	
	
	
	

	Segment result
	(10,840)
	(1,165)
	961
	20
	(47)
	(241)
	  (11,312)

	Finance cost
	
	
	
	
	
	
	       (855)

	Interest income
	
	
	
	
	
	
	          55

	Loss before tax
	
	
	
	
	
	
	  (12,112)

	Income tax

  expense
	
	
	
	
	
	
	    3,465

	Net loss for the

  year
	
	
	
	
	
	
	  (8,647)


A10.
Valuation of Property, Plant and Equipment Brought Forward

During the current quarter, the Group has changed its accounting policy to adopt the revaluation model to measure its freehold land and buildings and leasehold buildings classified as property, plant and equipment in accordance with FRS 116. These properties were revalued at the insurance subsidiary, based on valuations carried out by an independent qualified valuer using the comparison method to reflect their fair values. The valuations have been approved by Bank Negara Malaysia. 

The revaluation of the said properties gave rise to a revaluation surplus of RM6,961,000 and impairment loss of RM460,000 which were credited to equity and recognised in the income statement respectively.

A11.
Material Events Subsequent to End of Reporting Period

From 1 January 2009 to 13 February 2009, a total of 326,900 ordinary shares of RM1.00 each fully paid had been purchased from the open market for a total consideration of RM327,316 at an average cost of RM1.00 per share. The shares purchased are being held as treasury shares.

A12.
Effect of Changes in Composition of the Group

There were no changes in the composition of the Group for the period under review.

A13.
Changes in Contingent Assets and Contingent Liabilities

The Group does not have any contingent assets since the last annual balance sheet date.

Details of the Group’s contingent liabilities are as follows:

	
	Group

	
	Year To Date

	
	31.12.2008
	
	31.12.2007

	
	RM’000
	
	RM’000

	
	
	
	

	Performance guarantees - secured
	161
	
	245


A14.
Significant Related Party Transactions

	
	Group

	
	Year To Date

	
	31.12.2008
	
	31.12.2007

	
	RM’000
	
	RM’000

	
	
	
	

	Insurance revenue from a group of companies in which a Director is deemed interested: 
	
	
	

	-  Ancom Berhad group of companies
	43
	
	15


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.

A15.
Capital Commitments 

There were no capital commitments for the purchase of property, plant and equipment during the period under review.

B. Additional Notes Pursuant To The Listing Requirements of BMSB

For The Three Months Ended 31 December 2008

B1.
Review of Results

Current Quarter/Year To Date

Group revenue was RM85,394,000 compared to RM63,082,000 in the corresponding quarter of the last financial year. The increase was mainly attributable to higher gross premium recorded by the insurance subsidiary. Loss before tax of RM12,112,000 was reported compared to pre-tax loss of RM2,353,000 in the corresponding quarter of the last financial year. This was mainly attributable to unusually high allowance for diminution in value of quoted investments at the insurance subsidiary arising from the global financial crisis.

B2.
Comparison With Preceding Quarter’s Results

Group revenue of RM85,394,000 was lower than the RM98,314,000 reported in the preceding quarter. This was mainly attributable to lower gross premium recorded by the insurance subsidiary. A higher loss before tax of RM12,112,000 was reported compared to a loss before tax of RM6,932,000 reported in the preceding quarter. The higher loss before tax was principally due to a higher net claims incurred at the insurance subsidiary.
B3.
Current Year Prospects

The global economic crisis has pushed many countries into a recession. The developments in the global economy will continue to have an impact on the local market conditions. As the situation is expected to worsen, the Group is taking pro-active measures such as more stringent scrutiny of risks and profitability of agencies at the insurance subsidiary to reduce the adverse impact.

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/

Year To Date

31.12.2008

	
	
	
	
	RM’000

	Income tax:
	
	
	
	

	Current year's provision
	
	
	
	

	  - Malaysian tax
	
	
	
	1

	
	
	
	
	

	Deferred tax:
	
	
	
	

	  - Transfer from deferred

     taxation
	
	
	
	(3,466) 

	
	
	
	
	(3,465)


The effective rates of taxation of the Group for the quarter and year to date 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

There were no disposal of property or unquoted investments during the quarter and year to date.

B7.
Quoted Investments*

	
	Preceding 

31.03.19991
	
	
	Quarter/

Year To Date

31.12.2008

	
	RM’000
	
	
	RM’000

	
	
	
	
	

	Total purchase consideration
	
	
	
	-

	
	
	
	
	

	Total sale proceeds
	
	
	
	-

	
	
	
	
	

	Total gain on sale 
	
	
	
	-


	
	
	
	
	As at

31.12.2008

	
	
	
	
	RM’000


	Value of investments in quoted shares:
	
	
	

	- at cost
	48,802
	
	
	20,369

	- at book value
	48,802
	
	
	20,369

	- at market value
	37,447
	
	
	10,332

	
	
	
	
	


* Excludes purchases and sales value of investments held by the insurance subsidiary.

B8.
Status of Corporate Proposals

There were no corporate proposals announced by the Company during the period under review.

B9.
Group Borrowings*

	
	
	
	
	As At

31.12.2008

	
	
	
	
	RM’000

	
	
	
	
	

	Long term
	
	
	
	

	a. Secured
	
	
	
	789

	b. Unsecured
	
	
	
	-

	
	
	
	
	

	Short term
	
	
	
	

	a.  Secured
	
	
	
	593

	b. Unsecured
	
	
	
	57,055

	
	
	
	
	

	Foreign currency borrowings
	
	
	
	-


*Includes hire purchase creditors of RM1,382,000 of which RM789,000 is long term.

B10. 
Financial Instruments With Off-Balance Sheet Risk

As at 13 February 2009 the Group had no financial instruments with off-balance sheet risk.

B11.
Material Litigation

As at 13 February 2009 there was no material litigation against the Group other than those arising in the normal course of the insurance subsidiary’s business.

B12.
Dividend
No dividend has been declared in respect of the quarter under review (previous corresponding period: Nil).

B13.
Earnings Per Share

	
	
	
	Quarter/Year To Date

	
	
	
	
	31.12.2008
	31.12.2007

	
	
	
	
	
	

	Loss for the period (A)
	(RM’000)
	
	
	(8,647)
	(2,929)

	
	
	
	
	
	

	Weighted average number

  of ordinary shares in

  issue (B)
	(’000)
	
	
	105,994
	105,610

	
	
	
	
	
	

	Weighted average number

  of ordinary shares for

  diluted earnings per

  share (C) 
	(’000)
	
	
	*
	*

	
	
	
	
	
	

	Earnings per share:
	
	
	
	
	

	
	
	
	
	
	

	Basic (A÷B)
	(sen)
	
	
	(8.16)
	(2.77)

	
	
	
	
	
	

	Diluted (A÷C)
	(sen)
	
	
	*
	*

	
	
	
	
	
	



* - Not disclosed as it was anti-dilutive

BY ORDER OF THE BOARD

VALERIE CHEAH CHUI MEI

Company Secretary

Kuala Lumpur

13 February 2009



















