OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT FOR THE PERIOD ENDED 30 JUNE 2006
A.
Explanatory Notes in Accordance to Financial Reporting Standards (FRS) 134
A1.
Basis of Preparation

The condensed financial statements are unaudited and had been prepared in accordance with the FRS 134 – Interim Financial Reporting issued by Malaysian Accounting Standards Board (MASB) and Rule 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (Bursa Securities) for the MESDAQ Market.
Other than as explained in the foregoing paragraph and disclosed under notes A2 and A3, the accounting policies and methods of computation adopted by Oceancash Pacific Berhad (OPB), and its subsidiaries (the Group) for the condensed financial statements are consistent with those adopted for the audited financial statements for the financial year ended 31 December 2005.

These explanatory notes attached 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. 

With the adoption of the new FRSs, the Group has affected the necessary changes to the accounting policies and disclosures under notes A2 and A3. In addition, the Group has opted for the early adoption of FRS 117 Leases and FRS 124 Related Party Disclosures for the current financial year.
A2.
Changes in Accounting Policies
(a) FRS 3: Business Combinations
Prior to 1 January 2006, any excess of the fair value of the net assets of the subsidiaries over cost of acquisition at the date of acquisition is referred to as reserve on consolidation and was credited to the Group’s income statement over a period of ten (10) years as Other Operating Income. Under FRS 3, reserve on consolidation is now recognised immediately as profit or loss in accordance with the transitional provisions of FRS 3, the reserve on consolidation as at 1 January 2006 of RM4,292,114 was derecognised with a corresponding increase in retained earnings.
(b) FRS 117: Leases
The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. Prior to 1 January 2006, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment cost. The leasehold land was last revalued in 2002. Upon adoption of the revised FRS 117 at 1 January 2006, leasehold land was reclassified as prepaid lease payments. The comparative figures in respect of 31 December 2005 have been restated and disclosed under note A3.
A3.
Comparatives

The following comparative amounts have been restated due to the adoption of new and revised FRSs:

	
	Previously stated
	FRS3      Note A2 (a)
	FRS117  Note A2 (b) 
	Restated

	
	RM’000
	RM’000
	RM’000
	RM’000

	Accumulated profit/(loss)
	3,033
	4,292
	-
	7,325

	Property,  plant and equipment
	41,089
	-
	(6,321)
	34,768

	Prepaid lease payments
	-
	-
	6,321
	6,321


A4.
Audit Report of Preceding Annual Financial Statements

The auditors’ report of the preceding annual financial statements was not subjected to any qualification.

A5.
Seasonal or Cyclical Factors

There were no seasonal or cyclical factors affecting the results of the Group for the current quarter under review.

A6.
Unusual Items

There were no items which are unusual because of their nature, size or incidence that have affected the assets, liabilities, equity, net income or cashflow of the Group for the current quarter under review except as disclosed in Notes A2 and A7. 

A7.
Material Changes in Estimates

Upon adoption of FRS 116 Property, Plant and Equipment, the Group reviewed the residual values of certain plant and machinery and the estimated useful lives of certain buildings. The change in accounting estimates has resulted in a reduction of depreciation charges amounting to RM0.07 million for the current quarter and RM0.10 million for the current financial period ended 30 June 2006. 
A8.
Issuances and Repayment of Debt and Securities

There were no issuance and repayment of debt and equity securities for the current quarter under review. 

A9.
Dividend Paid


No dividend was declared, recommended or paid during the current quarter under review.

A10.
Segmental Information

No segmental analysis is presented as the Group is involved in a single industry segment relating to the manufacture of nonwoven cloth. The business of the Group is carried out entirely in Malaysia.

A11.
Revaluation of Property, Plant and Equipment

The Group did not revalue any of its property, plant and equipment for the current quarter under review. 
A12.
Material Events Subsequent to the End of the Current Quarter

There was no material event subsequent to the end of the current quarter that has not been reflected in the financial statements for the current quarter under review.

A13.
Changes in the Composition of the Group

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

A14
Capital Commitment
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A15.
Contingent Liabilities and Contingent Assets

There were no changes in the contingent liabilities or contingent assets of the Group during the current quarter under review up to the date of this report.

A16.
Amount Due to Directors
This consist of directors’ fee of RM72,000 and an amount of RM3,065,197 owing to a director. The former is unsecured, interest free and repayable in the current financial year. The latter is unsecured, bears interest of 6% per annum and repayable in the current financial year. 
OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT FOR THE PERIOD ENDED 30 JUNE 2006
B.
Additional Information Required by the Listing Requirements of Bursa Securities for the MESDAQ Market

B1.
Review of Performance for the Current Quarter and Year-to-date

	
	Quarter ended 
	Year-to-date 

	
	30.06.2006
	30.06.2005
	30.06.2006
	30.06.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	8,085
	9,185
	15,917
	17,111

	Profit for the period attributable to equity holders of the parent (Net Profit)
	250
	364
	432
	666


The decrease of 11.98% in revenue on quarter-on-quarter basis was mainly due to price competition from the competitors of the Group’s hygiene division. The decrease in the Net Profit by 31.32% on quarter-on-quarter basis was mainly due to additional interest incurred on borrowings to finance the acquisition of Polyethylene (P.E.) film machine for the Group’s first P.E. film production line in the hygiene division and acquisition of felts machine for the Group’s second production line in the felts division. 
The decrease of the Group’s year-to-date revenue by 6.98% as compared to the previous year-to-date revenue was due to price competition from the competitors of the Group’s hygiene division in the current quarter. The Group’s Net Profit on year-to-date basis was adversely affected by the aforementioned and expenses incurred during the trial run of the P.E. film machine.
B2.
Comparison with Previous Quarter's Results 
For the quarter ended 30 June 2006, the Group achieved a profit before tax (PBT) of RM0.279 million, which was 253.16% higher than the PBT for the quarter ended 31 March 2006 of RM0.079 million. The increase in PBT in the current quarter as compared to the previous quarter was mainly due to lower expenses incurred for the trial run of P.E. film machine and a marginal increase in revenue. 

B3.
Prospect for Current Year 2006

Barring any unforeseen circumstances, the Directors anticipate that the performance of the Group will be better than last year with the expansion programme of the Group’s first P.E. film production line in the hygiene division and second production line in the felts division in place. This also includes measures taken to reduce costs and enhance efficiency. 


Local Market


Sales of resinated felts and nonwoven cloth are expected to remain stable. 


Export Market

Sales of resinated felts to Thailand and Taiwan are anticipated to continue growing. The demand for nonwoven cloth and P. E. film are expected to improve during the second half of 2006.
B4.
Variance of Profit Forecast


Not applicable as OPB has not provided any profit forecast in a public document.

B5.
Taxation


The taxation charge for the current quarter under review includes the following:

	
	
	Current Quarter 30.06.2006
	
	Financial

Year-to-date 30.06.2006

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable
	(75)
	
	(154)

	
	Deferred tax

Underprovision of tax
	46
-
	
	229
-

	
	
	(29)
	
	75


The effective tax rate is lower than the statutory tax rate for the Group for the current quarter and the positive amount on taxation charges for the Group for the financial year-to-date are principally due to the losses of a subsidiary which cannot be set off against taxable profits made by another subsidiary and the recognition of excess temporary difference. The excess temporary difference is expected to be utilised during the financial year under review. 

B6.
Profit on Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investments and/or properties during the current quarter and financial year-to-date. 

B7.
Purchase and Disposal of Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial year-to-date.

B8.
Status of Corporate Proposals


There were no corporate proposals announced but not completed as at the date of this report.


Status of Utilisation of Proceeds 
There was no corporate proposal to raise any proceeds during the current quarter and financial year-to-date.
B9.
Group Borrowings and Debt Securities

             The Group’s borrowings as at 30 June 2006 are shown below:

	
	Secured

RM’000
	
	Unsecured

RM’000
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Term Loan
	2,933
	
	729
	
	3,662

	Trade Line
	3,846
	
	205
	
	4,051

	Bank Overdraft
	812
	
	-
	
	812

	Hire Purchase Payables
	76
	
	-
	
	76

	
	7,667
	
	934
	
	8,601

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Term Loan
	5,960
	
	2,689
	
	8,649

	Hire Purchase Payables
	231
	
	-
	
	231

	
	6,191
	
	2,689
	
	8,880

	
	
	
	
	
	

	Total
	13,858
	
	3,623
	
	17,481


Group borrowings as at 30 June 2006 denominated in United States Dollars are as follows:-

	
	USD’0001

	Short Term Borrowing
	200

	Long Term Borrowing
	738

	
	

	Total
	938



Note:


1
These borrowings have been converted into Ringgit Malaysia using the translation rate prevailing as at 30 June 2006.

B10.
Off Balance Sheet Financial Instruments


There were no financial instruments with off balance sheet risk as at the date of this report.

B11.
Material Litigation

The Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report. 

B12.
Dividends

No interim dividend has been declared, recommended or paid for the financial period ended 30 June 2006 (30 June 2005: Nil). 

B13.
Earnings per Share

 Basic earnings per share
The basic earnings per share of the Group is calculated by dividing the Net Profit of RM0.25 million by the weighted average number of ordinary shares in issue for the current quarter ended 30 June 2006.

	
	
	Current Year Quarter
	
	Preceding Year Corresponding Quarter
	
	Current Year Cumulative Quarter
	
	Preceding Year Corresponding Period

	
	
	30.06.2006

RM’000


	
	30.06.2005

RM’000
	
	30.06.2006

RM’000
	
	30.06.2005

RM’000

	Net Profit

	
	250
	
	364
	
	432
	
	666

	Weighted average number of ordinary shares


	
	223,000

	
	223,000

	
	223,000

	
	223,000


	Basic earnings per share (sen)
	
	0.11
	
	0.16
	
	0.19
	
	0.30


 Diluted earnings per share

The Group does not have any convertible securities and accordingly, there is no dilution of earnings per share.
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