PAN PACIFIC ASIA BERHAD

CONDENSED FINANCIAL STATEMENTS

EXPLANATORY NOTES

Explanatory Notes (As per MASB 26)

A1.
Basis of Preparation

The Interim Financial Report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Kuala Lumpur Stock Exchange’s Listing Requirements.


The Interim Financial Report should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2002.


The quarterly financial statements have been prepared using the same accounting policies and methods of computation as those used in the most current annual audited financial statements.

A2.
Auditors’ report of Preceding Financial Statements

The auditors’ report of the audited financial statements for the year ended 30 June 2002 was not subject to any qualification.  However, the auditors, in forming their opinion, have drawn to the attention of the shareholders the uncertainty and significant financial instability for the Group’s continued operational existence into the foreseeable future, and the ability of the Group to continue as a going concern is dependent on the successful completion and implementation of a proposed restructuring plan.

A3.
Seasonal or Cyclical Factors

The Group’s operations were not affected by seasonal and cyclical factors during the period.

A4.
Exception Items

There were no exceptional items for the period under review.

A5.
Changes in Estimates

There were no material changes in estimates that have a material effect for the period under review.

A6.
Changes in Debt and Equity

There were no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period to date.

A7.
Dividends Paid

No dividend was paid by the Company during the financial period under review.

A8.
Segmental Information







Loss

Assets






Turnover
Before Tax
Employed






RM’000
RM’000
RM’000


Timber



     -

  (9,494,561)
95,175,470
Investment


     -

(10,684,843)
58,857,703


Others



     -

    (702,769)
17,478,064






_______
_________
________






     -

(20,882,173)
171,511,237






_______
_________
_________

A9.
Valuation of Property, Plant and Equipment


There were no changes to the valuation of property, plant and equipment of the Group brought forward from the previous financial statements.

A10.
Material Events Subsequent to the End of the Interim Period

There were no materials events subsequent to the end of the financial period ended 31 December 2002 that have not been reflected in the interim financial statements.

A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group for the financial period under review.

A12.
Changes in Contingent Liabilities and Contingent Assets

There were no changes in contingent liabilities or contingent assets of the Group since the last annual balance sheet and there were no contingent assets as at the end of the current financial period.

PAN PACIFIC ASIA BERHAD
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EXPLANATORY NOTES

Explanatory Notes (As per KLSE Listing Requirements)

B1.
Review of Results

The Group suffered a cumulative loss before taxation of RM20.882 million compared to a loss of RM166.322 million suffered in the previous corresponding quarter.  The significant decrease is principally due to the exceptional loss recorded of RM142.3 million in the preceding quarter from the effect of the liquidation of certain subsidiaries of the Group and non-consolidation of these loss-making subsidiaries for these current quarters.  However, the Group is still burdened with high interest costs and overheads.

B2.
Material Changes of Quarterly Results compared to the Results of the Preceding Quarter

The Group recorded a loss before taxation of RM8.151 million for the current quarter under review as compared to loss before taxation of RM12.731 million in the preceding quarter.  The lower loss recorded was due to write-back of certain provisions for bad and doubtful debts.

B3.
Current Year Prospect

Pending the finalisation of the Group’s debt restructuring exercise, the Board does not foresee significant improvements to the current results.

B4.
Profit Forecast and Profit Guarantee

Not Applicable.

B5.
Taxation

There was no taxation charge for the period under review.

B6.
Pre-acquisition Profits

There were no pre-acquisition profits for the financial period under review.

B7.
Profits on Sale of Investments and/or Properties

There were no material sales of investments and/or properties for the current financial period to-date.

B8.
Purchase/Disposal of Quoted Securities

There were no quoted securities in the current reporting quarter.

B9.
Status of Corporate Proposal

On 12 October 2001, the company received the approval from the Securities Commission to utilise part of its proceeds from the disposal of its stock broking subsidiary to establish a manufacturing facility for biodegradable packaging for food and beverages.


On 17 December 2002, Alliance Merchant Bank Berhad announced on behalf of the Board of Directors of the Company that the company proposed to restructure the debts of the Group amounting to approximately RM272,802,000 due as at 30 June 2001 by partially waiving the debts of approximately RM113,196,000 and the balance outstanding to be settled by cash (RM45.3 million), Convertible Preference Shares of RM1.00 each at its par value (37.684 million) and Redeemable Convertible Preference Shares of RM1.00 each at its par value (71.62 million).  In addition, the company also proposes to undertake a share capital reduction and consolidation exercise involving the cancellation of RM0.50 of the par value of each existing ordinary share in issue and thereafter, the consolidation in such manner that every two ordinary shares of RM0.50 shall constitute one ordinary share of RM1.00 each.  Submissions have been made to the relevant authorities.

B10.
Group Borrowings and Debt Securities

The Group borrowings as at 31 December 2002 are as follows:-








Denominated In Foreign Currency






RM’000
Renminbi ‘000

USD’000


Short Term Borrowing


      Secured


  22,531

     6,800

       -


      Unsecured


146,067

      -


   24,500






______

______


_______






168,598

    6,800


   24,500






______

______


_______

B11.
Financial Instruments with Off Balance Sheet Risk

There were no financial instruments with off balance sheet risk at the date of this announcement.

B12.
Material Litigation

For details of material litigation, please refer to Appendix A.

B13.
Proposed Dividend

No dividend has been recommended.

B14.
Loss Per Share
(a)
Basic Loss Per Share

The basic loss per share of the Group, which is calculated, based on the loss after taxation and minority interest but before extraordinary items divided by the weighted average number of shares in issue are as follows:






2nd Quarter Ended

Period Ended





31.12.2002
31.12.2001
31.12.2002
31.12.2001


Loss after taxation
    (8,151)
   (151,254)
    (20,882)
   (166,322)


and minority interest


(RM’000)


Weighted average
   128,578
   128,578
   128,578
   128,578


number of shares in


issue (‘000)


Basic loss per share
    (6.34)
    (117.64)
    (16.24)
    (129.35)


(sen)

(b)
Fully Diluted

Not Applicable

