OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT FOR THE PERIOD ENDED 30 SEPTEMBER 2007

A.
Explanatory Notes in Accordance to Financial Reporting Standards (FRS) 134

A1.
Basis of Preparation

The interim 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 and should be read in conjunction with the audited statutory financial statements presented for the financial year ended 31 December 2006.

The accounting policies and methods of computation adopted by Oceancash Pacific Berhad (OPB), and its subsidiaries (the Group) for the interim financial statements are consistent with those adopted for the audited financial statements for the financial year ended 31 December 2006.

These attached explanatory notes 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 2006. 

A2.
Audit Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the financial year ended 31 December 2006 was not subjected to any qualification.

A3.
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.

A4.
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 financial quarter under review and financial year-to-date. 

A5.
Material Changes in Estimates

Save as disclosed below, there were no changes in estimates that had a material effect in the current financial quarter results.

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year end. The Group revised the residual value of certain plant and machineries with effect from 1 January 2007. The revisions were accounted for as a change in accounting estimates and as a result, the depreciation charges of the Group for the current financial period ended 30 September 2007 have been reduced by RM0.692 million.

A6.
Debt and Equity Securities

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

A7.
Dividend Paid

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

A8.
Segmental Information

Segmental information is not presented as the Group’s turnover and losses are solely from a single business activity, i.e., manufacturing and trading of non-woven products and felts and the business of the Group is carried out entirely in Malaysia. 

A9.
Revaluation of Property, Plant and Equipment

The Group did not undertake any revaluation of its property, plant and equipment for the current financial quarter and financial year-to-date. 

A10.
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 interim financial statements for the current financial quarter.

A11.
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.

A12.
Capital Commitment

There were no capital commitments in the interim financial statements as at 30 September 2007.  

A13.
Contingent Liabilities and Contingent Assets

There were no changes in the contingent liabilities or contingent assets since the last financial year as at 31 December 2006. 

A14.
Amounts Due to Directors  

The amounts due to a director of RM4,496,501 is unsecured, have no fixed terms of repayment and bears interest at the rate of 6% per annum. 

OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT FOR THE PERIOD ENDED 30 SEPTEMBER 2007

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

	
	30.09.2007
	30.09.2006
	30.09.2007
	30.09.2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	8,419
	9,189
	23,087


	25,107

	Profit / (Loss) for the period attributable to equity holders of the parent (Net Profit / (Loss))
	190
	(1,053)
	(1,899)
	(621)


The Group registered revenue of RM8.419 million for the current quarter under review as compared to RM9.189 million in the preceding year’s corresponding quarter. The decline of 8.4% in the revenue of the Group on a quarter-on-quarter basis was mainly due to the decline in the performance of the hygiene division where the Group experienced lower demand for the nonwoven products. 

The Group registered a net profit of RM0.190 million compared to a net loss of RM1.053 million on quarter-on-quarter basis. The improvement in the Group’s profitability during the current financial quarter was mainly due to reduction in depreciation charges of certain plant and machineries as disclosed in Note A5 as well as lower expenses incurred for the trial run of its Polyethlene (PE) film machine. 
As for the financial year to date, the Group registered revenue of RM23.087 million for the nine (9) months period ended 30 September 2007 as compared to RM25.107 million in the preceding year’s corresponding period, a decrease of 8.05%.  

The Group’s lower financial year-to-date revenue as compared to the preceding year’s similar period was due to price competition from competitors in the Group’s hygiene division and decrease in revenue in the Group’s woven (felts) division which is a secondary effect of the lower sales performance of the Group’s customers in the automotive sector.  

The increase in net loss for the nine (9) months ended 30 September 2007 as compared to the corresponding period last year was mainly due to the overall decline in revenue as stated in the paragraph above and changes in sales mix of the Group. 

B2.
Comparison with Previous Financial Quarter's Results 

The Group’s revenue improved by 14.47% from RM7.355 million recorded for the quarter ended 30 June 2007 to RM8.419 million for the current quarter ended 30 September 2007. Similarly, the Group showed a profit before tax of RM0.401 million for the quarter ended 30 September 2007 as compared to the loss before tax for the quarter ended 30 June 2007 of RM0.831 million. The improvement to the Group’s profitability was mainly due to the increase in revenue and reduction in depreciation charges of certain plant and machineries as disclosed in Note A5. 

B3.
Prospect for Current Year 2007

The Group’s felts and non-woven products are primarily used in the automotive and health industries. As such, the Group's markets are similarly dependent on such industries. 

Automotive industry
Car sales for September rose 5.43% to 40,892 units from 38,818 units a year ago, according to the Malaysian Automotive Association (MAA), but it expects sales to be lower in October due to the shorter working month. The association said however, year-to-date, car sales declined 6.4% to 325,542 from the 347,855 in the previous corresponding period. 

Meanwhile, the Malaysian Institute of Economic Research (MIER) said on 24 October 2007 that the automotive industry was on the recovery path, with the automotive industry index (AII) at 109.7 points in the third quarter of 2007, surpassing the 100-point benchmark for the first time after eight quarters. 

“The AII was at 88.7 points in 2Q07 and 63 points in 3Q06. The year-on-year change is steep, suggesting the auto industry is on a recovery path,” it said. 

However, the MIER said the rebound may not be so smooth as the Malaysian economy is facing difficult challenges due to the weaknesses abroad and threat of higher inflation. 

(Source : Article entitled September car sales up 5.4% on-year dated 25 October 2007)

Health industry
During the Ninth Malaysia Plan, a sum of RM10.28 billion will be allocated for health sector development. A major portion of this allocation will be set aside for the implementation of public health programmes that include health promotion and disease prevention as well as enhancing human resource development. Research and development as well as the upgrading and renovation of existing health care facilities will also be given emphasis.
(Source : Ninth Malaysian Plan)

Premised on the above, the Board of Directors views the prospect for the Company for the year 2007 to remain challenging due to the moderate outlook of the automotive industry.
B4.
Variance of Profit Forecast or Profit Guarantee

Not applicable as OPB has not provided any profit forecast or profit guarantee in a public document.
B5.
Taxation

The taxation charges for the current financial quarter and financial year-to-date include the following:

	
	
	Current Quarter 30.09.2007
	
	Financial

Year-to-date 30.09.2007

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable
	(278)
	
	(531)



	
	Deferred tax
	70

	
	91


	
	Overprovision of tax
	(3)
	
	7 

	
	Taxation expense
	(211)
	
	(433)


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 year-to-date despite the Group’s loss position due principally to the fact that the loss incurred by a subsidiary is not allowed to be set off against the taxable profit of another subsidiary. 

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 but not completed as at the date of issue of this report.


Status of Utilisation of Proceeds 
As at 30 September 2007, the Company has fully utilised all proceeds raised from all its fund raising activities and has not undertaken any corporate proposal 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 2007 are shown below:

	
	Secured

RM’000
	
	Unsecured

RM’000
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Term Loan
	1,643
	
	7441
	
	2,387

	Trade Line
	2,451
	
	2,182
	
	4,633

	Bank Overdraft
	233
	
	-
	
	233

	Hire Purchase Payables
	214
	
	-
	
	214

	
	4,541
	
	2,926
	
	7,467

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Term Loan
	2,973
	
	1,6881
	
	4,661

	Hire Purchase Payables
	678
	
	-
	
	678

	
	3,651
	
	1,688
	
	5,339

	
	
	
	
	
	

	Total
	8,192
	
	4,614
	
	12,806


Note: 

1
The unsecured term loan of the Group denominated in United States Dollars is as follows: 

	
	USD’000

	Short Term Borrowing
	216

	Long Term Borrowing
	489

	
	

	Total
	705


The foreign borrowings of the Group have been translated into Ringgit Malaysia using the translation rate prevailing as at 30 September 2007.


As at the reporting date, the Group had not issued any debt securities. 

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 dividend has been declared, recommended or paid for the financial period ended 30 September 2007 (30 September 2006: Nil). 

B13.
Earnings / (loss) per Share

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

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

	
	
	30.09.2007
	
	30.09.2006
	
	30.09.2007
	
	30.09.2006



	Net Profit / (Loss) (RM’000)


	
	190
	
	(1,053)
	
	(1,899)
	
	(621)

	Weighted average number of ordinary shares (‘000)


	
	223,000


	
	223,000


	
	223,000


	
	223,000



	Basic earnings / (loss) per share (sen)
	
	0.09
	
	(0.47)
	
	(0.85)
	
	(0.28)


 Diluted earnings / (loss) per share

The Group does not have any convertible securities and accordingly, there is no dilution of earnings per share.
PAGE  
4

