OCEANCASH PACIFIC BERHAD

Company No. 590636-M

(Incorporated in Malaysia)

UNAUDITED QUARTERLY REPORT FOR THE QUARTER ENDED 30 JUNE 2008

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 2007.

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 2007. During the financial period, the Group and the Company have adopted the following new and revised financial reporting standard (“FRSs”) and IC Interpretations (“IC Int”) 
where applicable and relevant: 

FRS 107

:
Cash Flow Statements

FRS 111

:
Construction Contracts

FRS 112

:
Income Taxes

FRS 118

:
Revenue

FRS 119

:
Employee Benefits

FRS 120

:
Accounting for Government Grants and Disclosure of Government 




Assistance

FRS 126

:
Accounting and Reporting by Retirement Benefit Plans

FRS 129

:
Financial Reporting in Hyperinflationary Economies

FRS 134

:
Interim Financial Reporting

FRS 137

:
Provisions, Contingent Liabilities and Contingent Assets

Amendment
:
The Effects of Changes in Foreign Exchange Rate

to FRS 121
- 
Net Investment in a Foreign Operation

IC Int 1

:
Changes in Existing Decommissioning, Restoration and Similar 




Liabilities

IC Int 2

:
Members’ Shares in Co-operative Entities and Similar Instruments

IC Int 5

:
Rights to Interests arising from Decommissioning, Restoration and 




Environmental Rehabilitation Funds

IC Int 6

:
Liabilities arising from Participating in a Specific Market 

Waste Electrical and Electronic Equipment

IC Int 7

:
Applying the Restatement Approach under FRS 1292004

Financial Reporting in Hyperinflationary Economies

IC Int 8

:
Scope of FRS 2

The adoption of the above new and revised FRSs does not result in significant changes in accounting policies of the Group and the Company. 

FRS 139 Financial Instruments: Recognition and Measurement has been deferred and has not been adopted by the Group. 

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 2007. 

A2.
Audit Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the financial year ended 31 December 2007 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 under review 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

There were no changes in estimates that may have a material effect in the current financial quarter under review and financial year-to-date.

A6.
Debt and Equity Securities

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

A7.
Dividend Paid

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

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 under review 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 under review.

A11.
Changes in the Composition of the Group

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

A12.
Capital Commitment

There were no capital commitments in the interim financial statements as at 30 June 2008. 

A13.
Contingent Liabilities and Contingent Assets

There were no changes in the contingent liabilities or contingent assets since the last financial year ended 31 December 2007. 

A14.
Amounts Due to Directors  

The amounts due to directors of RM4,658,842 are unsecured and have no fixed terms of repayment. An amount of RM4,586,842 bears interest at the rate of 6% per annum while the balance RM72,000 are directors’ fees. 

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

	
	30.06.2008
	30.06.2007
	30.06.2008
	30.06.2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue
	11,535
	7,355
	22,468
	14,668

	Profit / (Loss) for the period attributable to equity holders of the parent (Net Profit / (Loss))
	(65)
	(985)
	(481)
	(2,089)


The Group registered an increase of 56.8% and 53.2% in revenue on quarter-on-quarter basis and year-on-year basis respectively. 

In line with the improvement in revenue, the Group registered lower net loss of RM0.065 million in the second quarter of 2008 (Q2 2008) as compared to the loss of RM0.985 million in the preceding year’s corresponding quarter. Additionally, the Group also recorded lower net loss of RM0.481 million during the cumulative year-to-date as compared to the loss of RM2.089 million in the preceding year.

The improvement in performance this quarter was primarily due to the improvement in the performance of the nonwoven cloth division, the Polyethylene Film (P.E.) division and the improvement in the automotive industry for the first half of 2008. 

B2.
Material Change in Profit Before Taxation of Current Quarter in Comparison with Previous Financial Quarter's Results 

	
	Quarter ended

	
	30.06.2008
	31.03.2008

	
	RM’000
	RM’000

	
	
	

	Revenue
	11,535
	10,932

	Profit / (Loss) before taxation
	195
	(139)


The Group’s revenue improved by 5.5% for the quarter ended 30 June 2008 as compared to quarter ended 31 March 2008. The increase in profit before tax by approximately RM0.334 million was attributed to improved revenue from all divisions. 

B3.
Prospect for Current Year 2008

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

The outlook on non-woven industries appears optimistic while the outlook for the automotive industry is cautious due to inflationary pressures and rising fuel prices. The Group continues to face price competition from its competitors. The Board of Directors expects the remaining half of 2008 to be challenging.
Automotive industry

New motor vehicle sales in Malaysia rose 26 percent in the first six months (of 2008) compared with a year ago, but may slow due to higher fuel prices, soaring inflation and rising interest rates.
The Malaysian Automotive Association (“MAA”), however, maintained its target for full-year sales growth at 4.7 percent to 510,000 vehicles. It also stated that sales in Southeast Asia's biggest passenger car market rose to 277,974 units in January through June. Additionally, Malaysia is the third largest vehicle market in Southeast Asia after Thailand and Indonesia, but it remains the biggest passenger car market in the region.

A sharp 43 percent hike in retail gasoline prices in June, rising material costs, higher interest rates, a stock market slump and inflation which hit a 27-year high of 7.7 percent in June — will affect sales going forward.
(Source : Article entitled “Malaysia auto sales to slow after 26 percent rise” dated: 30 July 2008, http://news.moneycentral.msn.com/provider/providerarticle.aspx?feed=AP&date=20080730&id=8958453)
Demand for the Group’s felt products had shown improvement during the current quarter ended 30 June 2008 due to the improvement in automotive sale as reported by MAA above.  However, due to the price hike in fuel, the management believes that there will be slower growth for the Group’s felt division, which is primarily used in the automotive industry.

Non-woven Industry

The management is of the view that the demand trend for non-woven fabrics in the United States would represent the general trend of the global non-woven sector as the United States is a major market for non-woven products.

Nonwoven Fabric Demand in the United States (USD millions)

	Item
	2001
	2006
	2011
	2001-06

(%)
	2006-11 (%)

	
	
	
	
	
	

	All Nonwoven
	3,655
	4,685
	5,830
	5.1
	4.5

	
	
	
	
	
	

	Disposables 
	2,375
	3,180
	3,990
	6
	4.6

	
	
	
	
	
	

	   Consumer
	895
	1,135
	1,360
	4.9
	3.7

	   Filtration
	495
	780
	1,050
	9.5
	6.1

	   Medical
	985
	1,285
	1,580
	5.1
	4.5

	
	
	
	
	
	

	Non-disposables
	1,280
	1,505
	1,840
	3.3
	4.1

	   Consumer
	260
	315
	430
	3.9
	6.4

	   Medical
	1,020
	1,190
	1,410
	3.1
	3.5


Demand for non-woven roll goods is projected to increase by 4.5% per year to USD5.8 billion in 2011, driven by healthy gains in key markets such as filtration, construction and wipes, according to a new study conducted by the Freedonia Group. Further growth will derive from increased market penetration in many applications, including industrial wipes and roofing membranes, as new technologies improve the functionality of nonwoven materials. However, gains will be limited by intense price competition in consumer markets, where some converted product manufacturers will seek to cut costs by reducing the amount of nonwoven material in their products. 

Spunbonded nonwovens will remain the dominant product, accounting for roughly half of total volume in 2011, owing to its position as the material of choice in major markets such as baby diapers. Gains in spunbonded nonwovens will be driven by performance advantages, the development of new applications and increasing demand for composite nonwovens featuring spunbonded webs. Although carded and wetlaid nonwovens are expected to see the slowest gains, certain segments of these product types will have more favourable prospects. 

(Source: Nonwovens Demand to Reach USD5.8 billion, Nonwovens Industry, January 2008 issue) 

Based on the projection above, prospect for non-woven goods is good despite facing price competition from its competitors with the development of new applications and increasing demand for complex nonwovens, the Group is headed towards a more competitive market regime.

The Board of Directors expects the remaining half of 2008 to be challenging.

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 30.06.2008
	
	Financial year-to-date ended 30.06.2008

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	
	Estimated current tax payable
	(248)
	
	(493)

	
	Deferred tax
	(12)

	
	(44)


	
	Taxation expense
	(260)
	
	(537)


The effective tax rate is disproportionate to the statutory tax rate for the Group for the current financial quarter and financial year-to-date. This is mainly due to accrual for taxation being made for the current financial year-to-date despite the Group’s loss position as principally, 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 sale 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 
The proceeds from the initial public offering of OPB were fully utilised as of 31 March 2005.

There was no corporate proposal undertaken to raise any proceeds during the financial period ended 30 June 2008.

9.
Group Borrowings and Debt Securities

             The Group’s borrowings as at 30 June 2008 are shown below:

	
	Secured

RM’000
	
	Unsecured

RM’000
	
	Total

RM’000

	Short Term Borrowings
	
	
	
	
	

	Term Loan
	1,161
	
	7891
	
	1,950

	Trade Line
	4,696
	
	1,983
	
	6,679

	Bank Overdraft
	824
	
	-
	
	824

	Hire Purchase Payables
	253
	
	-
	
	253

	
	6,934
	
	2,772
	
	9,706

	
	
	
	
	
	

	Long Term Borrowings
	
	
	
	
	

	Term Loan
	2,121
	
	9921
	
	3,113

	Hire Purchase Payables
	694
	
	-
	
	694

	
	2,815
	
	992
	
	3,807

	
	
	
	
	
	

	Total
	9,749
	
	3,764
	
	13,513


Note: 

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

	
	USD’000

	Short Term Borrowing
	239

	Long Term Borrowing
	301

	
	

	Total
	540


The foreign borrowings of the Group have been translated into Ringgit Malaysia using the translation rate prevailing as at 30 June 2008.


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 June 2008 (31 December 2007: 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-To-Date
	
	Preceding Year Corresponding Period

	
	
	30.06.2008
	
	30.06.2007
	
	30.06.2008
	
	30.06.2007



	Net Profit / (Loss) (RM’000)


	
	(65)
	
	(985)
	
	(481)
	
	(2,089)

	Weighted average number of ordinary shares (‘000)


	
	223,000


	
	223,000


	
	223,000


	
	223,000



	Basic earnings / (loss) per share (sen)
	
	(0.03)
	
	(0.44)
	
	(0.22)
	
	(0.94)


 Diluted earnings / (loss) per share

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