Aokam Perdana Berhad and its subsidiaries

Explanatory Notes To The Interim Financial Report

1.
Basis of preparation 


The interim financial report is prepared in accordance with the Malaysian Accounting Standards Board (MASB) No 26 (Interim Financial Reporting) and paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange and should be read in conjunction with the Group’s Annual Financial Report for the Year Ended 30 June 2003.

2.
Accounting Policies   


The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended 30 June 2003, which is under break-up basis.

3.
Audit report of the preceding annual financial statements


The audit report of the Group’s preceding audited annual financial statements did not contain any qualification.

4.
Changes in the composition of the Group

There were no changes in the composition of the Group during the quarter ended 31 December 2003.

5.
Property, plant and equipment

Valuation of property, plant and equipment, have been brought forward without any amendment from the previous annual financial statements.

6.
Items of unusual nature, size or incidence

There was no item of unusual nature, size or incidence affecting assets, liabilities, equity, net income or cash flows of the interim financial report.

7.
Segmental reporting

The Group operates principally within one industry locally hence segmental reporting is not applicable.

8.
Contingent liabilities

There were no material commitments and contingent liabilities as at the date of this report other than those disclosed in the latest annual financial statements as at 30 June 2003.

9.
Related party transactions

There were no significant related party transactions during the quarter, other than the amount of RM37,500 being the management fees charged by the company to the subsidiaries.  These transactions have been entered into in the ordinary course of business and have been established on a commercial basis.

10.
Notes to the balance sheet
Details of Other Payables

	

	As at  31.12.03

RM’000
	
	(Audited)

As at 30.06.03

RM’000

	(a) Other Creditors
	12,279
	
	12,209

	(b) Accruals
	6,821
	
	4,378

	(c) Provision for closure costs
	5,000
	
	5,000

	
	
	
	

	
	24,100
	
	21,587


Included in other creditors is an amount of approximately RM 6,479,000 due to a substantial shareholder in connection with the restructuring expenses paid on behalf of the Company and the Group.

11.
Review of Performance 


The revenue of the quarter reported of RM2.096 million is lower than RM2.934 million of the corresponding quarter of the preceding year.  The poorer performance was due to the inability to secure the required logs during the Monsoon period.


The Group made a net loss after taxation of RM2.635 million as compared to the loss of RM4.176 million in the corresponding quarter of the preceding year.

12.
Material Changes in results compared with immediate preceding quarter



There is no material change in the results of net loss of RM2.635 million in the reported quarter as compared with the loss in the immediate preceding quarter of RM2.132 million.

13.
Current year prospects


The cash tight position of the Group will continue to limit the scope of operation and affect the performance of the Group.


With the approval from the Securities Commission on the corporate restructuring exercise, the effort to turn around the Group will be on schedule if the relevant approvals are obtained from the Creditors and Shareholders.

14.
Variance of actual profit from forecast and shortfall in profit guarantee

Not applicable.

15.
Taxation


No provision for tax is made for the Group and the Company for the current year.


The RM373,000 represents the under provisions of tax made for the years of assessment (YA) 1987 to 1997.

16.

Profits/Losses on sale of unquoted investments and/or properties



There were no sales of unquoted investments and/or properties for the quarter reported.

17.
Quoted Shares


(a)
There were no purchases nor disposals of quoted securities by the Group for the quarter reported.


(b)

The investments in quoted shares as at the end of the quarter reported is as follows: -

	Investments in quoted shares
	RM

	At cost
	3,701.15

	At carrying value/book value (after provision for diminution in value)
	0

	At market value (as at 25 February 2004)
	1,350.00


18.
Events subsequent to the balance sheet date/Corporate Proposals


· Proposed Rescue Scheme 

· Proposed Employees’ Share Option Scheme

(collectively referred to as the Proposed Rescue Scheme”)

On 8 January 2004, the Company announced that the Securities Commission (“SC”) had, vide their letter dated 31 December 2003, approved the Proposed Rescue Scheme subject to compliance of certain terms and conditions imposed by them. 


On 18 February 2004, the Company announced the appointment of Messrs. Anuarul Azizan Chew Consulting Sdn Bhd as the Independent Auditor to carry out an investigative audit on the Company’s losses in the previous years.  Their appointment is made in compliance to one of the conditions imposed by the Securities Commission in approving the Proposed Rescue Scheme vide their letter dated 31 December 2003.


In the aforementioned announcement, the Company also announced that the Definitive Agreement executed between Aokam and the Vendors of Key Heights Sdn Bhd on 17 December 2002 have been extended to 31 December 2004.


At the present, the Company together with its Advisers are in the midst of preparing the Explanatory Statement to the Creditors and Circular to Shareholders for purposes of calling the meetings of Creditors and Members respectively.

19.

Issuance and repayment of Debt and Equity Securities


There were no issuances and repayments of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the quarter reported.

20.
Group borrowings and debt securities 


Group borrowings as at the end of the reporting period are as follows: -

	
	
	
	Secured    (RM’ 000)
	Unsecured (RM 000')
	
	Total   

(RM 000')

	
	
	
	
	
	
	

	i)
	Advance due to a substantial shareholder
	                 
	        10,241 
	
	    10,241 

	ii)
	Restructured Term Loans
	 33,515
	        -
	 
	   33,515

	iii)
	Acknowledgement of Obligations
	 
	       41,511              
	       
	     41,511

	iv)
	Term Loan due to a financial institution
	38,266
	-
	
	38,266

	
	
	SUB-TOTAL
	71,781   
	51,752
	
	

	
	
	GRAND TOTAL
	
	
	
	123,533


The group has defaulted on the interests and/or principal repayments of its borrowings since June 2002.  The borrowings are all classified under current liabilities in this current financial years’ accounts.  There has been no change in the accounting treatment on the break-up basis since the last financial statements as at 30 June 2003.

All borrowings are denominated in Ringgit.

21.
Financial Instruments with off balance sheet risk


There were no financial instruments with off balance sheet risk at the latest practicable date.

22.
Material Litigation

(i)
Aseambankers Malaysia Berhad (“the Plaintiff”) against Aokam Perdana Berhad (“Aokam”)

Kuala Lumpur Sessions Court Summons No: 6-52-2594-2003

The Plaintiff had on 6 March 2003 served a Summons & Statement of Claims dated 14 February 2003 to Aokam for the claims on outstanding payment due to the Plaintiff amounting to RM131,257.00 for professional services rendered in respect of the previous aborted corporate exercises involving Aokam.

The High Court of Malaya granted an Order-in-Term (“Order”) on 28 March 2003 to Aokam pursuant to Section 176(10) of the Companies Act, 1965, restraining further proceedings against Aokam except with leave from the Court and subject to such terms as the Court imposes (“Restraining Order”), for a period of 90 days from the date of granting the Order.  The Restraining Order was further extended by the Court for a period of 90 days from 25 February 2004.


(ii)
Isro Shipping Sdn Bhd (“Plaintiff”) against Aokam Industries Sdn Bhd (“AISB”)

High Court, Kota Kinabalu - Suit No: K22-87 of 2003

On 6 August 2003, AISB was served a Statutory Demand dated 1 August 2003 issued pursuant to Section 218(1)(e) and to be read together with Section 218(2)(a) of the Companies Act 1965 which stated that Judgement against AISB was obtained on 2 July 2003 for the sum of RM267,945.12, being claims for diesel supplied to AISB and remaining unpaid by AISB.  

AISB was demanded to fully settle the said claims within 3 weeks from the date of the letter, failing which winding-up proceedings against AISB will commence without further reference being made to AISB.

 AISB is finalising the negotiations with the Plaintiff to restructure the said claims.

23.
Seasonality or cyclicality of operations


The months of November to February are traditionally the months with slower operation and lower production output due to heavier monsoon rains, which disrupts transportation coupled with the long festive seasons, which resulted in reduced working days.

24.
Dividend

Dividend has not been paid nor recommended for this quarter.

25.
Earnings per ordinary share

	
	For the quarter ended

	
	31.12.03
	
	31.12.02

	
	
	
	

	Net Profit Attributable to members (RM’000)
	(4,767)
	
	(7,526)

	
	
	
	

	Number of ordinary shares in issue ('000)
	    83,415 
	
	    83,415 

	
	
	
	

	Basic earnings per ordinary share (sen)
	(5.71)
	
	(9.02)








