OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT FOR THE PERIOD ENDED 30 SEPTEMBER 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
	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 on 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 financial quarter and financial year-to-date.

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 financial quarter and financial year-to-date 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 RM0.077 million for the current financial quarter and RM0.195 million for the financial year-to-date. 
There were no other changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years that may have a material effect in the current financial quarter.
A8.
Debt and Equity Securities

There was no issuance, cancellation, repurchase, resale or repayment of debt and equity securities for the current financial quarter and financial year-to-date. 

A9.
Dividend Paid

No dividend was declared, recommended or paid during the current financial quarter and financial year-to-date.

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.
Valuation of Property, Plant and Equipment

The Group did not undertake any valuation of its property, plant and equipment for the current financial quarter and financial year-to-date. 
A12.
Material Events Subsequent to the End of the Current Financial Quarter

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

A13.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current financial quarter and financial year-to-date.

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 financial quarter and financial year-to-date.
A16.
Amount Due to Directors  
The amount of RM3,087,285 owing to a director is unsecured and bears interest of 6% per annum. 
OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

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

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

	
	Quarter ended 
	Year-to-date 

	
	30.09.2006
	30.09.2005
	30.09.2006
	30.09.2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	9,189
	8,801
	25,107
	25,912

	Profit / (Loss) for the period attributable to equity holders of the parent (Net Profit / (Loss))
	(1,053)
	506
	(621)
	1,172


The increase of 4.41% in revenue on quarter-on-quarter basis was mainly due to the commencement of the Polyethylene (P.E.) film production in June 2006. As the P.E. film production is under the Group’s hygiene division, it had contributed to an increase of 21.34% in revenue in the division during the current financial quarter. However, the felts division suffered a decrease of 21.91% in revenue due to the lower sales performance of its customers in the automotive sector. 
The Group suffered a Net Loss of RM1.053 million compared to a Net Profit of RM0.506 million on quarter-on-quarter basis. This was mainly due to costs incurred for the continuous test runs and samples on the new P.E. film production, depreciation charges on the P.E. film machine and interest incurred on borrowings to finance the acquisition of the P.E. film machine and a felts machine. The P.E. film machine is for the Group’s first P.E. film production line in the hygiene division and the felts machine is for the Group’s second production line in the felts division. 
The decrease in the Group’s financial year-to-date revenue by 3.11% as compared to the previous financial year-to-date revenue was mainly due to continuous price competition from competitors in the Group’s hygiene division and the decrease in revenue in the Group’s felts division in the current financial quarter. The Group’s Net Loss on a financial 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 Financial Quarter's Results 
For the quarter ended 30 September 2006, the Group suffered a loss before tax of RM0.985 million as compared to the profit before tax for the quarter ended 30 June 2006 of RM0.279 million. The weaker performance in the current financial quarter as compared to the previous financial quarter was mainly due to the decrease in revenue in the Group’s felts division, costs incurred for the continuous test runs and samples on the P.E. film production and increase in depreciation charges. 

B3.
Prospect for Current Financial Year 2006

Barring any unforeseen circumstances, the Directors anticipate that the Group will perform better in the last financial quarter of 2006 as compared to the current financial quarter following the Group’s expansion programme in its first P.E. film production line in the hygiene division and second production line in the felts division. Measures will also be taken to reduce costs and enhance efficiency. Due to the associated cost incurred on the expansion programme however, the financial performance of the Group for the current financial year is expected to remain subdued.

Local Market

The Directors expect sales of resinated felts to ease off whilst sales of nonwoven cloth to remain stable. 


Export Market

The Directors anticipate sales of resinated felts to Thailand to ease off but sales of resinated felts to Indonesia and Taiwan to continue growing. The demand for nonwoven cloth and P.E. film are expected to improve in the last financial quarter 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 charges for the current financial quarter and financial year-to-date include the following:

	
	
	Current Quarter 30.09.2006
	
	Financial

Year-to-date 30.09.2006

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable
	(64)
	
	(218)

	
	Deferred tax

Underprovision of tax
	(2)

(2)
	
	227
(2)

	
	
	(68)
	
	7


The effective tax rate is disproportionate to the statutory tax rate for the Group for the current financial quarter and financial year-to-date. Accrual for taxation was made for the current financial quarter and financial year-to-date despite the Group’s loss position due principally to the loss incurred by a subsidiary which has not been set off against the taxable profit of another subsidiary. This was also due to the recognition of the deferred tax assets for unabsorbed losses and unutilised capital allowances which can be utilised by the loss-making subsidiary when it records taxable profits in the future.  
B6.
Profit on Sale of Unquoted Investments and/or Properties

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

B8.
Status of Corporate Proposals

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


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

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

	
	Secured

RM’000
	
	Unsecured

RM’000
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Term Loan
	3,309
	
	737
	
	4,046

	Trade Line
	3,125
	
	3,245
	
	6,370

	Bank Overdraft
	-
	
	-
	
	-

	Hire Purchase Payables
	76
	
	-
	
	76

	
	6,510
	
	3,982
	
	10,492

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Term Loan
	4,842
	
	2,516
	
	7,358

	Hire Purchase Payables
	212
	
	-
	
	212

	
	5,054
	
	2,516
	
	7,570

	
	
	
	
	
	

	Total
	11,564
	
	6,498
	
	18,062


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

	
	USD’0001

	Short Term Borrowing
	202

	Long Term Borrowing
	688

	
	

	Total
	890



Note:


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

B10.
Off Balance Sheet Financial Instruments


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

B12.
Dividends

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

B13.
Earnings / (losses) per Share

 Basic earnings / (losses) per share
The basic earnings / (losses) per share of the Group is calculated by dividing the Net Profit / (Loss) by the weighted average number of ordinary shares in issue.

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

	
	
	30.09.2006

RM’000


	
	30.09.2005

RM’000
	
	30.09.2006

RM’000
	
	30.09.2005

RM’000

	Net Profit / (Loss)

	
	(1,053)
	
	506
	
	(621)
	
	1,172

	Weighted average number of ordinary shares


	
	223,000

	
	223,000

	
	223,000

	
	223,000


	Basic earnings / (losses) per share (sen)
	
	(0.47)
	
	0.23
	
	(0.28)
	
	0.53


 Diluted earnings / (losses) per share

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