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 2004.


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 2004, which is under break-up basis.

2.
Audit report of the preceding annual financial statements


The audit report of the Group’s preceding audited annual financial statements contains qualifications on: -


(i)
non-accrual of penalty interests if restructuring is unsuccessful;


(ii)
no updating of valuation report for impairment review to Property, Plant and Equipment; and


(iii)
non-provision of contingent liabilities on litigation.

3.
Seasonality or cyclicality of operations


There were no seasonality or cyclicality of operations during the reporting quarter.

4.
Items of unusual nature, size or incidence

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

5.
Changes in estimates  


There were no changes in estimates that have had a material effects in the current quarter.

6.

Issuance and repayment of Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale 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.

7.
Dividend Paid


No dividend has been paid since the end of the previous financial year.

8.
Segmental reporting

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

9.
Property, plant and equipment

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

10.
Subsequent events


There were no material events subsequent to the end of the current quarter, other than the implementation of the Corporate Proposals as disclosed herein.

11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the quarter ended 30 Sept 2004.

12.
Contingent liabilities / assets 


There were no material commitments and contingent assets or liabilities as at the date of this report other than those disclosed in the latest annual financial statements as at 30 June 2004.

13.
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.

14.
Review of Performance 


The revenue of the reported quarter of RM3.094 million did not differ much from that of the immediate preceding quarter of RM3.025 million.  The ability to sustain the similar level of turnover was due mainly to the continuous availability of raw materials and the improved sales of veneers of the Group.


The cumulative net loss after taxation for the current year of RM1.902 million is lower than that of the preceding year of RM2.132 million due to the improved market conditions and the better management of the production cost.
15.
Material Changes in results compared with immediate preceding quarter



The loss has been increased from RM1.634 million in the immediate preceding quarter to RM1.902 million in the current quarter due to higher  cost of production.
16.
Current year prospects

The expected successful completion of the corporate restructuring exercise in the next quarter will enable the Group to embark on the various plans to rebuild the Group.  However, the performance of the Group will be greatly affected by the escalating prices of fuel and fuel related products.
17.
Profit forecast or profit guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and shortfall in profit guarantee are not applicable.

18.
Taxation


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


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

19.

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

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

20.
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 28th October 2004)

	1,040.00



21.
Corporate Proposals



The corporate restructuring exercise is at the last stage of implementation.  Book closure date was fixed on 12 October 2004.  Abridge Prospectus was issued on 19 October 2004, closing of rights and excess rights subscription was on 2 November 2004.  The corporate restructuring exercise is expected to be completed in the next quarter.
22.
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 2004.

All borrowings are denominated in Ringgit.

23.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of this report.
24.
Material Litigation



There were no material litigations as at the date of this report.
Dividend Payable

25. The Board of Directors do not recommended the payment of any dividend for the financial quarter under review.

26.
Earnings per ordinary share (“EPS”) 








          Current /Cumulative








            quarter

Net loss Attributable to members (RM’000) 


 (1,902)

 

Number of ordinary shares in issue (000)


  83,415




Basic EPS (sen)





   (2.27)




Diluted EPS (sen)





      -




By order of the Board,

Ng See Yen 
Date:
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