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 2004.


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 2004 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

There were no exceptional items in the financial 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

Bursa Malaysia Securities Berhad (“Bursa Securities”) had vide its letter dated 3 September 2004 issued a notice to show cause as to why the securities of the Company should not be de-listed as the Company has failed to regularize its financial condition within the prescribed time stipulated by Bursa Securities. The Company has made a written representation to the aforesaid notice on 17 September 2004. In view of the Company’s reply, Bursa Securities vide its letter dated 14 October 2004 granted the Company an opportunity to make oral representation to the Disciplinary Committee of Bursa Securities on 27 October 2004 on the aforesaid matter. On the same date, the Company made its representation. Bursa Securities has decided, given the fact that the Company has made a submission of its regularization plan to the relevant authorities for approval, Bursa Securities will await the outcome of the Company’s application to the relevant authorities.

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.
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B1.
Review of Results

The Group had a cumulative loss before taxation of RM 51.830 million compared to a loss of RM 86.625 million in the previous year. The reduction is due to provisions for doubtful recovery of deposits paid as well as property, plant and equipment written down in the previous year. 

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

The Group recorded a loss before taxation of RM 22.862 million for the current quarter under review as compared to a loss before taxation of RM 9.497 million in the preceding quarter.  The increase was due to additional write down in value of property, plant and equipment in the current financial quarter under review. The group continues to be burdened by high interest costs and overheads.

B3.
Current Year Prospect

The Group is implementing its debt restructuring scheme.

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

The Company has announced on 27 July 2004 that it has resolved to abort its initial regularisation plan which was approved by the Securities Commission (“SC”) on 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, the Company entered into a conditional restructuring agreement with vendors of Compugates Sdn. Bhd. (“CSB Vendors”) wherein the CSB Vendors and the Company 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.


On 15 December 2004, the Company entered into a Supplemental Agreement with the CSB Vendors to finalise certain terms and conditions of the restructuring scheme (“Proposed Restructuring Scheme”):


The Proposed Restructuring Scheme to be undertaken consists, inter-alia, the following:


(i) 
 proposed scheme of arrangement with the Creditors of the Company


(ii)      proposed scheme of arrangement with the Company’s shareholders:


(a) 
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”);

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

(c) proposed cancellation of entire issued and paid-up capital share capital of the Company of RM6,428,900 comprising 6,428,900 PPAB Shares, resulting in a credit reserve of RM 6,438,900 arising in the accounts of the Company (“Proposed Cancellation”);

(d) in consideration for the Proposed Cancellation, Compugates Holdings Bhd   (“CHB”) shall allot and issue to the shareholders of the Company 6,428,900 ordinary shares of RM1.00 each in CHB (“CHB Shares”) at par, credited as fully paid-up on the basis of one (1) CHB Share for every one (1) PPAB Share held after the Proposed Consolidation; and

(e) 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 be allotted and issued, credited as fully paid up to CHB

(iii)    Proposed acquisition by CHB of the entire equity interest in Compugates Sdn Bhd from the CSB Vendors for a purchase consideration of RM 162,000,000 to be satisfied by the issuance of  85,000,000 new CHB shares and 77,000,000 ICPS at an issue price of RM 1.00 per share (“Proposed Acquisition”);

(iv)    Proposed exemption of the CSB Vendors from their obligation to undertake a mandatory general offer for the remaining CHB shares not already held by them upon completion of the Proposed Acquisition pursuant to Practice Note 2.9.3 of the Malaysian Code on Take-Overs and Mergers, 1998 (“Code”);

(v)    Proposed private placement and/or restricted issue of up to 25,000,000 new CHB shares to eligible investors to be identified and/or existing shareholders of PPAB, the terms and conditions which were yet to be finalized (“Proposed Private Placement”);

(vi)    Proposed Listing Transfer; and

(vii)    Proposed Disposal/Liquidation. 


On 12 April 2005, the Company and the CSB Vendors entered into further Supplemental  Agreement to effect the revision of certain terms of the Restructuring Agreement and  Supplemental Agreement. Pursuant thereto, PPAB and the CSB Vendors agreed inter alia, the following :-

(i)    that the completion of the proposed acquisition shall take place prior to the  implementation of the proposed scheme of arrangement with shareholders and the proposed scheme of arrangement with creditors; and 

(ii)    as a result of (i) above, the CSB Vendors proposed to seek an exemption from undertaking a mandatory general offer for all the remaining CHB Shares not already held by them upon completion of the Proposed Acquisition under Practice Note 2.9.6 of the Code


On 30 May 2005, Avenue Securities Sdn Bhd on behalf of PPAB, announced that the SC had vide its letter dated 26 May 2005 (which was received on 28 May 2005) approved the restructuring scheme of PPAB, with the following modification:

(a) In order to meet the public spread requirement, CHB is required to undertake a restricted issue of up to 25,000,000 new CHB shares to the shareholders  (excluding all shareholders who were involved in the management /sat on the Board of Directors of PPAB) at an issue price of RM 1.00 per share instead of the Proposed Private Placement as proposed earlier.

The Court Convened Meeting for Creditors and Shareholders as well as the Extraordinary General Meeting will be held on 30 August 2005.


The Proposed Scheme of Arrangement with Shareholders will be effected pursuant to Sections 64 and 176 of the Companies Act, 1965.

B10.
Group Borrowings and Debt Securities

The Group borrowings as at 30 June 2005 are as follows:-







Denominated In Foreign Currency






RM’000
Renminbi ‘000

USD’000


Short Term Borrowings


      Secured


  29,769     
    6,480

       
       -


      Unsecured


157,710    
       -


   24,500






______

_______

_______






187,479    
    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:




     3 rd Quarter Ended

         Year Ended





30.6.2005
30.6.2004
30.6.2005          30.6.2004


Loss after 

taxation
 and 


exceptional items
(22,862)
(27,097)   
  (51,830)
    (86,625)


(RM’000)


Weighted average
128,578
   
128,578

  128,578
    128,578


number of shares in


issue (‘000)


Loss per share 

(17.78)

(21.07)

   (40.31)
     (67.37)

            (sen)

(b) Fully Diluted
Not Applicable.

