MALAYSIA PACIFIC CORPORATION BERHAD (12200-M)

(formerly known as Malaysia Pacific Land Berhad)
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NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS 

FOR THE THIRD FINANCIAL QUARTER ENDED 31 MARCH 2005

	A1.


	Basis of preparation

The interim financial report has been prepared in accordance with Malaysian Accounting Standards Board - Standard 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Bursa Malaysia Securities Berhad.  The quarterly financial statements have been prepared based on the accounting policies and methods of computation consistent with those adopted in the annual financial statements for the year ended 30 June 2004.



	A2.
	Declaration of audit qualification
There was no qualified report issued by the auditors in the financial statements of the Group for the year ended 30 June 2004.



	A3.


	Seasonality or cyclicality of operations

The business operations of the Group have not been affected by any seasonality or cyclicality factors.


	A4.


	Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size or incidence
There were no other unusual items in the quarterly financial statements under review, save and except the dispute of the sum of RM 1,318,500.29 which are explained in notes B11 under material litigation. 


	A5.


	Nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year, which give a material effect in the current interim period

There were no changes in the estimates of amounts, which give a material effect in the current interim period, save and except explained in notes B11, under material litigation. 


	A6.


	Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

There were no cancellation, repurchase, resale and repayment of debt or equity securities during the financial period to date, save and except explained in notes B11, under material litigation. 




- 6 -

 Notes (cont’d)

	A7.
	Dividends paid

No interim dividend has been recommended for the financial period under review.



	A8.


	Segmental Reporting
The segmental analysis for the Group for the financial period ended 31 March 2005 are as follows:-

                                                                                Profit/(loss)           Total assets

                                              Revenue        before taxation          employed   

                                               RM’000              RM’000                RM’000
Property development            13,546                   (11,540)                245,670               

Letting of investment 

   properties                              6,301                           98                  146,728
                                          --------------               ------------            ------------                                      

                                               19,847                    (11,442)               392,398
                                          ========               ========          ========

No geographical segmental analysis is presented as the Group operates principally in Malaysia.



	A9.
	Valuations of property, plant and equipment 

The valuations of land and building have been brought forward without amendment from the previous annual financial statements.


	A10.


	Material events

There were no material events during this interim period, save and except explained in notes B11, under material litigation.



	A11.
	Changes in the composition of the Group

There are no changes in the composition of the Group during the interim period.



	A12.
	Contingent liabilities or contingent assets
There were no changes in contingent liabilities or contingent assets pending at the date of this report, save and except explained in notes B11, under material litigation. 
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Notes (cont’d)

	B1.


	Review of Performance
The Group’s nine-month revenue ended 31 March 2005 was RM19.847 million, shows a 37% increase in revenue, as compared to RM14.509 million in the previous corresponding period.  However, the Group’s results of the nine-month period’s losses before taxation was higher at RM11.442 million as compared to the nine-month period’s losses of RM6.466 million in the previous corresponding period was largely owing to large payment and heavy provisions of Liquidated Ascertained Damages (LAD) for unfinished houses to house buyers caused by the past Management and directors to the tune of approximately RM 6.0 million.  
Rental revenue from the lettable floors in Wisma MPL, though improved was somewhat curbed by the planned on-going upgrading and renovation works at Wisma MPL, Kuala Lumpur. The office and commercial complex is about 30 years old, therefore, really necessitates the uplifting and rejuvenation of this building to improve value and attract better rental rates in the future. During this period of renovation and upgrading, some lettable floor areas were kept on hold for renovation reasons, hence, have some material impact on the occupancy ratio for the time being. 
Major design changes to redesign the office/shopping concept including proposed increase in plot ratio of the building, comprising a proposed block of high-rise service apartments plus a food theme garden which is in the planning stages and pending approval by the relevant authorities. This has somewhat slowed down the occupancy rate as floors which might be affected by the proposed new building plan had to be kept on hold from rental purposes, thus affecting rental income growth during the period. 
Also the new “Nusa Damai” JB’s development approval for an increase in housing density was only obtained recently, in the current interim period, therefore it had caused the delay in the launching and sales of the new phases of houses for the period. Launching of the sale of the new phases of houses will now commence on 28th May 2005. About 750 houses will be launched in this phase, between May and July 2005. 


	B2.


	Comments on material change in the profit before taxation for the quarter 

Despite the delay in new planning as explained in notes B1 above, during this 3rd Quarter, the Group has significantly reduced losses as compared to the last 2nd Quarter by a drastic reduction in operating expenses from RM 12.95 million (Qtr ended 31st December 2004) to RM 7.837 million (Qtr ended 31st March 2005). 
An additional sum of approximately RM 2.0 million in LAD provision for losses was provided in this Quarter, owing to previous Management’s failure to construct and complete the houses and infrastructure in “Nusa Damai” JB Development on time. Effort is now underway by new Management to expedite completion of the unfinished houses to reduce losses in LAD as well as via negotiation of alternative compensation terms with the existing house owners. 
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Notes (cont’d)
However, despite the above heavy LAD provisions, the current 3rd Quarter has seen losses (after taxation) reduced significantly to RM 2.185 million from RM 7.636 million in the 2nd Quarter. 
 

	B3.


	Current Year Prospects
Background

With effect from 30th December 2004, a newly appointed Board of Directors, CEO and the engagement of a new Management team have led to the review of existing staff qualifications and experience, as well as the reviewing of operational quality and productivity. 
In the process of implementing new performance aptitude, it is quite natural that heavy staff turnovers had taken place, but it was expected for the betterment of the Company. Two new General Managers, one Chief Financial Controller and one new Financial Controller have been engaged to assist the current COO to help implement the New Visionary Plan of the CEO to fruition. 
During the financial review and operation, independent professionals and consultants were engaged to assist the Board, and the Board was advised about the discoveries as explained in notes B11, under material litigation.

Any subsequent actions to be taken by the Board, upon counsel’s advice, will be in the interests of the Company and shareholders. 
New Management’s Vision

Under the new Management and CEO and the new Board of Directors, the Company is undergoing an aggressive development and improvement program. The following measures are being undertaken:

(1) Wisma MPL, Jalan Raja Chulan, Kuala Lumpur
a) While renovation and upgrading of the building is taking place, new Management is improving security control measures, upgrading building management services and lowering maintenance costs. The CEO has directed that the operating costs such as the utility bills, maintenance of plant and machineries have to be minimized by ways of improving energy saving methods as well as other efficient and cost saving measures;
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  Notes (cont’d)

b) In the rental and sales review,  new marketing teams have been engaged;

c) Existing tenancy contracts which had breached or abused the agreement such as unauthorized fixtures and equipments in their premises have to be removed or a fee payment be made to the Company;
d) Improving efforts of collection of rental and collection of past large outstanding receivables with effective measures taken against defaulters;
e) Increasing rentable floor areas of existing unused open structures through  innovative ideas and design to achieve a higher rental return and improved recurring income source for the future;
f) Increasing shareholders’ value in targeting proposal for a new service apartment block to be built on its vacant land cum car-park site of Wisma MPL for purpose of future sale and rental.  

(2) “Nusa Damai” Housing and Commercial Development, Johor Bahru

a) New Management is pleased to announce that approval has been obtained for an increase in plot ratio and density of the housing and commercial development in “Nusa Damai”, JB. The density has been increased from originally planned 7,868 units to presently 12,119 units. This is an increase of 4,251 units (representing a very favourable 54% increase in the number of houses or units approved to be built) which will contribute significantly and positively to its future cash flow and profitability achievement. A new expressway has been approved and is scheduled to be constructed and completed by this year. It will run through the said development site which will naturally enhance the development attractiveness as well as the future selling prices of the houses, the commercial shop-houses and shopping centre. The new expressway would require a contribution of approximately RM4.5 million to the State Authority for the construction of the expressway, which will be shared by adjacent developers of “Taman Nusa Damai”. Our contribution may amount to RM 3.5 million. 
b) The Liquidated Ascertained Damages (LAD) perpetrated by past Management and past directors owing to non-completion of the sold-houses amounted to approximately RM 6.0 million is an unnecessary added liability to the Company. Measures are being taken by new Management to reduce the LAD via expediting and speeding up completion of the unfinished houses, including negotiations for an alternative compensation term with the said house owners. 
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Notes (cont’d)
The valuations for the land and buildings of Wisma MPL and “Nusa Damai” JB, were last carried out in June 2000 and 2003 respectively, and for present purposes have been brought forward without amendment from the previous annual financial statements. In view of the increment in density and plot ratio for “Nusa Damai” JB property and the upgrading and newly improved design changes contemplated for Wisma MPL, Kuala Lumpur, new valuations on the said two properties may be considered prudent in the near future.  
Cash flow
In the current first-half result (1 July – 31 December 2004), the Company’s financial cash flow was rapidly depleted despite the successful completion of the Rights Issue in 2004, fully underwritten by Top Lander Offshore Inc., K-Elite Sdn Bhd and Optima Mewah Sdn Bhd; (collectively called the ‘concert parties’) the major shareholders. A large portion of the RM 29.7 million Rights Issues money went to settle the massive unpaid outstanding bank interests, unpaid outstanding contractors’ claims, past unpaid taxes, past penalties and extraordinary legal costs. Details of utilisation of proceeds of the Rights Issues money is disclosed in notes B8 (bi), herein.  
The Company was fortunate that the concert parties agreed to exercise all of their Warrants owned amounting to RM 18.6 million, at an exercise price of RM 1.00 each in November 2004, even though the market price was around 0.50 cents each, ahead of the 5-year exercise period, which has helped tremendously in our net current cash flow position. 
The cash flow position of the Company is now running low at approximately RM14 million as at 31st March 2005, and as at this reporting date the cash position is further reduced to approximately RM 10.5 million. The Warrant money was further depleted to approximately RM 6.247 million, the detailed breakdown of utilisation of proceeds of Warrants is disclosed in notes B8 (bii), herein. The Company’s “New Management’s Vision” as in plan (1) and (2) referred above, plus the estimated contribution of about RM 3.5 million required in about September 2005 towards the construction of the new expressway at “Taman Nusa Damai”, would require the Company to incur a very substantial investment sum to achieve this aim. The current cash flow position will be unable to meet the said total requirement. To improve the cash flow, the Company will be launching the sale of the houses in “Taman Nusa Damai” from 28th May 2005, as well as to improve the terms of the Group’s borrowings. 

	B4.
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  Notes (cont’d)

Variance of actual profit from forecast profit 

This note is not applicable to the Group. 

	B5.


	Taxation

                                                                     Current quarter              Current year

                                                                              ended                      to date ended

                                                                          31/03/2005                    31/03/2005

                                                                            RM’000                        RM’000

Income tax payable                                                   (114)                                70
Deferred tax liability                                                  150                                450 

                                                                             -----------                       -----------

                                                                                      36                               520  

                                                                            =======                     =======



	
B6.


	Profits on sale of unquoted investments or properties

There were no sales on unquoted investments or properties for the current quarter and financial year to date.



	B7.
	Purchase or disposal of quoted securities

There were no purchases or disposal of quoted securities by the Group as at the date of this report.   
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  Notes (cont’d)



	B8.


	a)  Corporate proposals 

      The  Group  has  not  announced  any  other corporate  proposal  for  the  period 

      under review.

b) Utilisation of proceeds 

     i) The Company had paid for the following expenses from the proceeds from the 
        Company’s Rights Issue as follows:-


[image: image1.emf] Forecast to 

Bursa & SC 

Actual

In RM '000 In RM '000

Subscription Value from Rights Issue 29,700      29,700     

Utilisation of Proceeds: 

1) Funding for the MPL Group's Nusa Damai Project in  Masai, Johor 2,800        2,724       

2) a) Working capital requirements for the MPL Group 2,500        2,189       

3) Renovation and upgrading of amenities of Wisma MPL 4,000        2,148       

4) Defray interests due on the facilities utilised for the MPL Group's

    property development activities and other bank facilities and the 

    advance from Spektrum Semangat Sdn Bhd 5,900        8,108       

5) Repayment of the Advance : Spektrum Semangat Sdn Bhd 13,800      13,800     

6) Corporate exercise expenses 700           731          

Total Utilisation of Proceeds 29,700      29,700     

Rights Issue Surplus/ (Deficits) -           -           
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 Notes (cont’d)

ii) The Company’s Warrants, proceeds from Top Lander Offshore Inc., K-Elite 
    Sdn Bhd and Optima Mewah Sdn Bhd were expensed for the following 
    reasons:-


[image: image2.emf]MALAYSIA PACIFIC CORPORATION BERHAD

WARRANT  UTILISATION SCHEDULE

Actual

In RM '000

Warrants Issued  18,597      

Utilisation of Warrants: 

1) Director Remuneration

344           

2) Deposit of Motor Vehicle

50             

3) Transfer to HLBB A/C 2 - Building Expenses

100           

4) Renovation for WMPL

62             

5) Assessment for WMPL

2,139        

6) Bank Interest & Redemption

2,635        

7) Electricity/Water for WMPL

990           

8)Transfer to MBB

2,400        

9) Staff Salaries & Allowance

907           

10) Development Expenditure

1,308        

11) Defray interests due on the facilities utilised for the MPL Group's

1,415        

       property development activities and other bank facilities and the 

Total Utilisation of Warrants 12,350      

Warrants Surplus/(Deficits) 6,247        


- 14 -

 Notes (cont’d)

	B9.


	Group borrowings and debt securities

Total Group’s borrowings as at 31 March 2005 are as follows:-

                                                                      RM’000

Short Term Borrowings

Revolving Credit

- secured                                                         25,704

Bank Overdrafts

- secured                                                         65,488                                                         

Term Loan

- secured                                                         16,080
                                                                   -------------

                                                                      107,272  

Long Term Borrowings

Term Loan 

- secured                                                         56,981                                              

                                                                   -------------

                                                                      164,253

                                                                   ========

	B10.


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



	B11.


	Material litigation
(1a) The Company has taken legal action against certain former directors under Section 132E of the Companies Act, 1965, to recover deposits and interests paid indirectly to themselves upon the legal advice of Messrs Azfar, Chin & Solomon that such payments were made irresponsibly and were highly irregular in breaching Section 132E of the Companies Act, 1965. The total sum in dispute is RM 1,318,500.29 (not inclusive of the LAD). The action against certain directors not only concerns Section 132E of the Companies Act, 1965 but also breach of fiduciary duties and gross negligence as directors. 
(1b) Upon the advice of counsel, the Company has stopped the payment of the post-dated cheques of an amount totalling RM 629,349.96, previously approved by past directors to pay Warisan Alam Enterprise Sdn Bhd, Asnah Bt. Mohd Salleh and Bumialpha Sdn Bhd (the alleged related parties of the directors). The said Warisan Alam Enterprise and Cik Asnah Bt. Mohd Salleh have served notices under Section 218 of the Companies Act, 1965 dated 25th May 2005 against Bandar Baru Masai Sdn Bhd, for the stop-order of post-dated cheques totalling RM 325,546.80 which the Company will strenuously defend and counter-claim, if necessary. Bumialpha has so far not served notices under 
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   Notes (cont’d)

Section 218 of the Companies Act, 1965.  The Company will also seek indemnity from all past directors for apparent breach of their directors’ fiduciary duties and / or negligence.  However, if the Company is advised to pay the said claim sum of RM 325,546.80 to Warisan Alam Enterprise and Cik Asnah Bt. Mohd Salleh, this sum shall be paid into our solicitor’s account as stakeholder, to avert any winding-up proceedings against the Company and shareholders are hereby informed that the sum payment will have no adverse financial impact on the Company. 
(2) The Company has been legally advised and upon counsel’s advice is taking action against Inta Bina Development Sdn Bhd, its directors and an ex-employee of the Company for improper conduct and to seek a declaration to invalidate the sale of a piece of prime development land in “Nusa Damai” JB. The said sale was without prior land valuation or tender process taken and was sold to Inta Bina Development which is linked to the ex-Group General Manager and an ex-employee of the Company. There was no Board approval of the Company obtained concerning such land sale. The Board was advised by counsel that the said land sale was improper, illegal and void, and the Company was legally advised to take civil action to annul the said sale plus recover the losses against the ex-Group General Manager and ex-employee of the Company, including the Company’s former MD/CEO and another director as well as to claim indemnity from the Company’s past Board of Directors. 
(3) The Legal Counsel had also advised the Board that there was an apparent breach of fiduciary duties and/or negligence and/or commercial irregularities in the above (1) and (2) transactions, committed by the past Board of Directors, ex-Group General manager and ex-employee of the Company, thus civil actions would be taken against them, vis a vis, the past Board of Directors to indemnify the Company.  


	B12.


	Dividend

No interim dividend has been recommended for the financial period under review.



	B13.


	- 16 -

   Notes (cont’d)

Earnings/(Loss) per share

                                                                       Current                              9 months  

                                                                   Quarter ended                          ended

                                                                      31/03/2005                           31/03/2005

Basic 

    Net loss attributable to ordinary 

     shareholders  (RM’000)                            (2,185)                            (11,962)

                                                                      ======                           ======

    Weighted average number of 

    ordinary shares issued 

    outstanding  (’000)                                   172,597                           169,945

                                                                   =======                           ======

    Basic loss per ordinary share (sen)              (1.27)                              (7.04)

                                                                           ======                           ====== 

Diluted earnings per share

No diluted earnings per share are disclosed due to the anti-dilutive effect of warrants.




By Order of the Board

MALAYSIA PACIFIC CORPORATION BERHAD 

(formerly known as Malaysia Pacific Land Berhad)

CHRISTINE ANN GOON 

(MAICSA 0753399)

Company Secretary

Kuala Lumpur

25 MAY 2005
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Sheet1

				Forecast to 
Bursa & SC				Actual

				In RM '000				In RM '000

		Subscription Value from Rights Issue				29,700				29,700

		Utilisation of Proceeds:

		1) Funding for the MPL Group's Nusa Damai Project in  Masai, Johor		2,800				2,724

		2) a) Working capital requirements for the MPL Group		2,500				2,189

		3) Renovation and upgrading of amenities of Wisma MPL		4,000				2,148

		4) Defray interests due on the facilities utilised for the MPL Group's

		property development activities and other bank facilities and the

		advance from Spektrum Semangat Sdn Bhd		5,900				8,108

		5) Repayment of the Advance : Spektrum Semangat Sdn Bhd		13,800				13,800

		6) Corporate exercise expenses		700				731

		Total Utilisation of Proceeds				29,700				29,700

		Rights Issue Surplus/ (Deficits)				- 0				- 0





Sheet2

		MALAYSIA PACIFIC CORPORATION BERHAD

		WARRANT  UTILISATION SCHEDULE

				Actual				Remark				Payment Made								TOTAL

				In RM '000								1Q		2Q		3Q		4Q

		Warrants Issued				18,597														- 0

												1,338		5,020		5,303		- 0		11,661		**

		Utilisation of Warrants:

		Carry forward of deficits of Rights Issues		1,415

		1) Director Remuneration		344

		2) Deposit of Motor Vehicle		50

		3) Transfer to HLBB A/C 2 - Building Expenses		100

		4) Renovation for WMPL		62

		5) Assessment for WMPL		2,139

		6) Bank Interest & Redemption		2,635

		7) Electricity/Water for WMPL		990

		8)Transfer to MBB		2,400

		9) Staff Salaries & Allowance		907

		10) Development Expenditure		1,308

		Total Utilisation of Warrants				12,350		**

		Warrants Surplus/(Deficits)				6,247		*

		Note:

		**RM6.8 million resides in Repurchase Order of HLBB, earned 2.4% daily interest rate.

		REPO - HLBB				6,800

		BANK BALANCES  - HLBB WARRANT ACCOUNT				136

						6,936		*
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Sheet1

				Forecast to 
Bursa & SC				Actual

				In RM '000				In RM '000

		Subscription Value from Rights Issue				29,700				29,700

		Utilisation of Proceeds:

		1) Funding for the MPL Group's Nusa Damai Project in  Masai, Johor		2,800				2,724

		2) a) Working capital requirements for the MPL Group		2,500				2,189

		3) Renovation and upgrading of amenities of Wisma MPL		4,000				2,148

		4) Defray interests due on the facilities utilised for the MPL Group's

		property development activities and other bank facilities and the

		advance from Spektrum Semangat Sdn Bhd		5,900				8,108

		5) Repayment of the Advance : Spektrum Semangat Sdn Bhd		13,800				13,800

		6) Corporate exercise expenses		700				731

		Total Utilisation of Proceeds				29,700				29,700

		Rights Issue Surplus/ (Deficits)				- 0				- 0





Sheet2

		MALAYSIA PACIFIC CORPORATION BERHAD

		WARRANT  UTILISATION SCHEDULE

				Actual				Remark				Payment Made								TOTAL

				In RM '000								1Q		2Q		3Q		4Q

		Warrants Issued				18,597														- 0

												1,338		5,020		5,303		- 0		11,661		**

		Utilisation of Warrants:

		1) Director Remuneration		344

		2) Deposit of Motor Vehicle		50

		3) Transfer to HLBB A/C 2 - Building Expenses		100

		4) Renovation for WMPL		62

		5) Assessment for WMPL		2,139

		6) Bank Interest & Redemption		2,635

		7) Electricity/Water for WMPL		990

		8)Transfer to MBB		2,400

		9) Staff Salaries & Allowance		907

		10) Development Expenditure		1,308

		11) Defray interests due on the facilities utilised for the MPL Group's		1,415

		property development activities and other bank facilities and the

		Total Utilisation of Warrants				12,350		**

		Warrants Surplus/(Deficits)				6,247		*

		Note:

		**RM6.8 million resides in Repurchase Order of HLBB, earned 2.4% daily interest rate.

		REPO - HLBB				6,800

		BANK BALANCES  - HLBB WARRANT ACCOUNT				136

						6,936		*
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