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 2003.


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 2003 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

Not Applicable.

A4.
Exceptional Items

The exceptional item relates to a provision for doubtful debts made in the year under review.

A5.
Changes in Estimates

There were no material changes in estimates that have a material effect for the year 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 year to date.

A7.
Dividends Paid

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

A8.
Segmental Information
No segmental reporting is provided as the Group has ceased operations since the previous financial year.

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 Financial Year

There were no materials events subsequent to the end of the financial year ended 30 June 2004 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 year 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 year.

PAN PACIFIC ASIA BERHAD

CONDENSED FINANCIAL STATEMENTS

EXPLANATORY NOTES

Explanatory Notes (As per Bursa Malaysia Listing Requirements)

B1.
Review of Results

The Group had a cumulative loss before taxation of RM 84 million compared to a loss of RM 28 million in the previous year. The higher loss suffered is due to  an exceptional item of provision for doubtful debts made in the quarter under review. Also included in the loss for the year is a write down of property, plant and equipment. The preceding year results also included a substantial waiver of debt by a creditor. The Group continues to suffer losses due to high interest costs, pre-operating expenses (including product development expenses) as well as depreciation charges. 

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

The Group recorded a loss before taxation of RM 53 million for the current quarter under review as compared to a loss of taxation of RM 8.5 million in the preceding quarter. The loss is due to the exceptional item of provision for doubtful debts made as well as a write down of property, plant and equipment in the year under review.

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 is no taxation charge in the financial year under review.

B6.
Pre-acquisition Profits

There were no pre-acquisition profits for the financial year 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 year to-date.

B8.
Purchase/Disposal of Quoted Securities

There were no quoted securities in the current reporting quarter.

B9.
Status of Corporate Proposal

On 27 July 2004, Alliance Merchant Bank Berhad announced on behalf of the Board of Directors of the Company that the Board has resolved to abort the Company’s existing Proposed Restructuring Scheme which was approved by the Securities Commission (“SC”) vide its letter dated 21 May 2003 and the approval by SC, vide its letter dated 31 May 2004 of an extension of time up to 21 May 2005 for the Company to implement the Proposed Restructuring Scheme.


Simultaneously, on 27 July 2004, Avenue Securities Sdn Bhd announced on behalf of the Company that the Company entered into a conditional restructuring agreement with Goh Kheng Peow and Tan Ngaip Soon (collectively the “CSB Vendors”) wherein the Company and CSB Vendors have agreed to undertake a restructuring scheme with the intention of restoring the Company onto stronger financial footing via an injection of new viable business.


The Proposed Restructuring Scheme to be undertaken shall entail the following:

(a)
Proposed scheme of arrangement with the Company’s shareholders:

(1) proposed reduction of the existing issued and paid-up share capital of the Company of RM128,578,004 comprising 128,578,004 ordinary shares of RM1.00 each (“PPAB Shares”) to RM6,428,900 comprising 128,578,004 ordinary shares of approximately RM0.05 each (“Proposed Reduction”).

(2) proposed consolidation of the 128,578,004 ordinary shares of RM0.05 each in the Company into 6,428,900 of RM1.00 each PPAB Shares (“Proposed Consolidation”).

(3) Proposed cancellation of the entire issued and paid-up share capital of the Company of 6,428,900 PPAB Shares, resulting in a credit reserve of RM6,428,900 arising in the account of the Company (“Proposed Cancellation”)

(4) in consideration for the Proposed Cancellation, Newco, a company incorporated or to be incorporated to serve as the holding company to facilitate the implementation of the Proposed Restructuring Scheme, shall allot and issue to the shareholders of the Company 6,428,900 ordinary shares of RM1.00 each in Newco (“Newco Shares”) at par, credited as fully paid-up on the basis of one (1) Newco Shares for every one (1) PPAB Shares held after the Proposed Consolidation.

(5) forthwith and contingent upon the Proposed Cancellation, the Company shall apply an amount of RM6,428,900 out of the credit reserve arising in paying in full at par 6,428,900 PPAB Shares which shall allotted and issued, credited as fully paid-up to Newco.

(b)
Proposed settlement and/or compromise of the liabilities (including contingent liabilities) owing by the Company to its creditors via inter-alia, the issuance by Newco of not more than RM18,000,000 worth of securities to the Company’s creditors as full and final settlement of the liabilities owing.

(c)
Proposed acquisition by Newco of the entire equity interest in Compugates Sdn Bhd (“CSB”) from the CSB Vendors for an indicative purchase consideration of RM162,000,000 (“Purchase Consideration”) to be satisfied by the issuance of Newco Shares at par and/or other securities by Newco, the aggregate value of which is equivalent to the Purchase Consideration to CSB Vendors.

(d)
Proposed exemption from the SC by CSB Vendors from having to undertake the mandatory offer pursuant to Paragraph 6(1)(a) of Part II of the Malaysian Code on Take-Overs and Mergers, 1998.

(e)
Proposed private placement and/or restricted issue of up to 25,000,000 new Newco Shares to eligible investors to be identified and/or existing shareholders of the Company at a minimum issue price of RM1.00 per share.

(f)
Proposed transfer of listing status of the Company on the Main Board of Bursa Securities to Newco.

B10.
Group Borrowings and Debt Securities

The Group borrowings as at 30 June 2004 are as follows:-








Denominated In Foreign Currency






RM’000
Renminbi ‘000

USD’000


Short Term Borrowing


      Secured


  21,493     
    6,480

       
       -


      Unsecured


152,853

      -


   24,500






______

_______

_______






174,346    
    6,480


   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.
Earnings / (Loss) Per Share
(a)
Basic Earnings/(Loss) Per Share

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





    3rd   Quarter Ended

Year Ended





30.6.2004
30.6.2003
30.6.2004          30.6.2003


(Loss) / Profit after 

taxation
 and minority  


interests

(53,279)
(27,097)   
 (84,128)
    (27,984)


(RM’000)


Weighted average
128,578
   
128,578

  128,578
    128,578


number of shares in


issue (‘000)


Loss per share

(41.44)

(21.07)
  
  (65.43)
     (21.80)

(sen)

(b)
Fully Diluted

Not Applicable

