MALAYSIA PACIFIC CORPORATION BERHAD (12200-M)                                   


NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL YEAR ENDED 31st MARCH 2008
SECTION A – FRS 134 PARAGRAPH 16

1.   ACCOUNTING POLICIES

The interim financial report has been prepared in accordance with Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting and Paragraph 9.22 of the Listing Requirement of Bursa Malaysia Securities Berhad.

The interim financial reporting should be read in accordance with the audited financial statement of the Group for the year ended 30 June 2007. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of a change in a financial position and performance of the Group since the financial year ended 30 June 2007.
2.   CHANGES IN ACCOUNTING POLICIES

      The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 June 2007 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 July 2006:
        FRS 3
Business Combinations

        FRS 101 
Presentation of Financial Statement

        FRS 102
Inventories 

        FRS 108 
Accounting Policies, Changes in Estimates and Errors

        FRS 110 
Events after the Balance Sheet Date

        FRS 116
Property, Plant and Equipment 

        FRS 127 
Consolidated and Separate Financial Statements

        FRS 132 
Financial Instruments: Disclosure and Presentation 

        FRS 133
Earnings Per Share

        FRS 140 
Investment Property

        The adoption of FRS 3, 101, 102, 108, 110, 116, 127, 132 and 133         
        does not have significant financial impact on the Group. The 
        principal effect of the changes in accounting policies
(a) FRS 140 : Investment Property

Prior to 1st July 2006, investment properties were stated at valuation and were not depreciated. Revaluation were carried out at a regular interval of at least once in every five years with additional valuations in the intervening years where market conditions indicated that the carrying value of the revalued assets materially differ from the market values. Surplus arising on the revaluation was credited to shareholder’s equity as revaluation reserve. 

Upon the adoption of this FRS has resulted in a change in accounting policy for investment properties. Investment properties are now stated at fair value, representing open-market value

determined by external valuers. Gains or losses arising from changes in the fair values of investment properties are recognised in profit or loss in the period in which they arise. 
3.   QUALIFICATION OF PRECEDING ANNUAL FINANCIAL STATEMENTS
The preceding annual financial statements for the financial year ended 30 June 2007 were not subject to any qualification.

4.   SEASONALITY OR CYCLICALITY OF OPERATIONS

The business operations of the Group for the current quarter ended 31 March 2008 have not been affected by any seasonality or cyclicality factors.
5.   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 unusual items in the quarterly financial statements under review. 
6.   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 

       quarter. 

7.   ISSUANCE, CANCELLATIONS, REPURCHASE, RESALE AND REPAYMENT 

OF DEBTS AND EQUITY SECURITIES 
There were no issuance, cancellation, repurchase, resale and repayment of debt or equity securities during the financial period to date.

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

9.   SEGMENTAL REPORTING

The segmental analysis for the Group for the quarter ended 31 March 2008 as follows:-

a) 9 months ended 31 March 2008

	Description
	Property 

Development

 (RM’000)
	Investment Properties

(RM’000)
	Elimination

(RM’000)
	Consolidation

 (RM’000)

	Revenue
	
	
	
	

	External Sales
	4,399
	9,913
	
	14,312

	Inter-segment    

   Sales
	            (1,907)
	(2,333)
	
	(4,240)

	Sub-total
	2,492
	7,580
	
	10,072

	
	
	
	
	

	Results
	
	
	
	

	Segment Results
	(278)
	58,313
	      
	  58,035

	Finance costs
	(5,898)
	(5,476)
	                                 
	          (11,374)

	Profit/(losses) Before Taxation
	(6,176)
	52,837
	                                 
	46,661

	Taxation
	
	
	
	1,569

	Profit/(losses) After Taxation
	
	
	                                  
	48,230


b) 9 months ended 31 March 2007

	Description
	Property 

Development

  (RM’000)
	Investment Properties
(RM’000)
	Elimination

(RM’000)
	Consolidation

 (RM’000)

	Revenue
	
	
	
	

	External Sales
	1,044
	       8,739
	
	7,508

	Inter-segment Sales
	                 -                     
	(2,275)
	
	(2,275)                               

	Sub-total
	             1,044            
	       6,464
	
	7,508

	
	
	
	
	

	Results
	
	
	
	

	Segment Results
	            (222)
	          (482)
	
	(704)

	Finance costs
	(4,254)
	(4,995)        
	                               
	         (9,249)                   

	Losses Before Taxation
	(4,476)
	          (5,477)
	                                
	(9,953)

	Taxation
	
	
	
	             (126)               

	Losses After Taxation
	
	
	                               
	(10,079)


10.   VALUATION OF PROPERTY, PLANT AND EQUIPMENT                                           
There is no amendment to the valuation of property, plant and equipment brought forward from the previous annual audited financial statements for the financial year ended 30 June 2007 except for investment properties. Investment properties of the Group and the Company comprising of office building and shoplots that have been revalued on 28 September 2007 (Indicative Valuation ) and on 8 November 2007  ( Full Valuation ) carried out by an independent professional valuer using the Comparison Method. The attributable net surplus of RM58.0 million has been credited to income statement as per FRS 140.
11. SUBSEQUENT MATERIAL EVENTS

There have not arisen any material events between 31 March 2008 and the date of this announcement that has not been reflected in the financial statements for the current quarter ended 31 March 2008.
12. CHANGES IN THE COMPOSITION OF THE GROUP/CAPITAL STRUCTURE

      There are no changes in the composition of the Group for the current quarter and financial period to         date.

13. 
CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There were no changes in contingent liabilities or contingent assets as at the date of this report except explained in Section B note 11, under material litigation.

SECTION B –LISTING REQUIREMENTS

1.   PERFORMANCE REVIEW 

The Group’s consolidated revenue (operations and other income) for quarter ended 31 March 2008 is RM2.99 million and consolidated pre-tax loss is RM4.52 million as compared with the previous corresponding period of RM2.37 million (operations and other income) and registered losses of RM3.33 million respectively.
The Investment Property Division has shown an increase in rental income and occupancy rate but is offset by the increase in finance charges amounting to RM1.8 million plus a doubtful debt provision of RM 134,000 and other operational expenses in this quarter. 
Sales revenue for the Property Development division has increased but is offset by an increase in finance charges amounting to a sum of RM1.97 million. During the quarter the Company has incurred expenses in the preparation of architectural models, brochures publications, etc for the ‘Cityscape Asia-International Property Investment and Development Expo’ in Singapore which incurred an investment of RM300,000. The cost is considered well spent as a lot of publicity on Television (‘TV’) and other media was achieved from the Exhibition and many enquiries of joint-ventures (‘JV’) have been received.
The losses caused by the heavy finance charges have impacted the consolidated net assets value (NAV) per share from 120 sen in the previous quarter to 118 sen in this quarter. Loss per share for this quarter is 1.71 sen compared to the corresponding period loss per share of 2.00 sen. The reduction in loss per share is due to the write back of deferred tax amounting to RM 1.6 million which is no longer required.
The Group’s consolidated revenue is still experiencing a low figure largely due to the delay in the development of LakeHill Resort-Iskandar Malaysia which is still awaiting the Government’s written approval of the Second Revised Master Plan. We are confident we should get the approval by early June 2008.
The soft introduction launch of LakeHill Resort City, APTEC and other tourism related concepts took a prominent position and attraction in the ‘Cityscape Asia-International Property Exhibition’ in Singapore on 15-17th April 2008. The response and publicity on TV and the media in Singapore and Malaysia were most encouraging. The Company is presently busy in processing all the enquiries, with high expectations and optimism. 
The sale of Wisma MPL has taken a much longer time because of our priority to prefer the sale via joint-venture rather than in an outright sale. But the Company is optimistic of concluding a JV in the very near future. It will be a ‘win-win’ gain both for the investor and the Company if it is in the form of a joint-venture.
From the foregoing joint-venture route taken, the ultimate aim is to eliminate or reduce the gearing and high borrowing financing charges of the Group. In this way, the return to profitability and chances of growth will be great and the objective of rewarding shareholders with some dividend payment is more predictable. This is your Management’s hope and goal for all shareholders.
      Although approval of ‘Redsails’ theme restaurants was approved by DBKL, the proposed 

      extension has been put on hold and under review. This is because of major changes in the 
      architectural design to retain as much as possible the existing building for continuous rental income  

      and major refurbishments will take place to coincide with the construction of a New Iconic Tower 
      Building situated on top of the podium.

      This total innovative building solution concept has changed the Company’s plan to go for  
       negotiation of joint-venture instead of an outright sale of Wisma MPL because the value and the 
       profit will be more than three-fold from the joint-venture.
In the ‘big picture’ it is your Management’s aim to quickly turnaround the Company and at the same time ensure a sustainable income source that can provide a continuous dividend payment policy in future. For example, the  business spin-offs from APTEC, in the distribution, trading, franchising, training, credit financing, transportation and other sectors which will be a creation of  immeasurable opportunities for your Company’s diversification in its plans for a long sustainable future.
Barring unforeseen circumstances, Wisma MPL and the LakeHill Resort City-Iskandar Malaysia development will be your Group’s current main generators and core businesses which is anticipated to gross an estimated Gross Development Value (GDV) of RM6 billion or more in respect of the LakeHill project and a strong source of recurring rental income in respect of Wisma MPL.
On successful launching of the joint-ventures which are seriously in negotiation, the planned period of construction, sales and completion may be shortened to 5 years.

(a)  Divisional Performance Review

For the period under review, the performances of the two divisions are as follows:

i)    Investment Property Division-(Wisma MPL, Kuala Lumpur)

The Investment Property Division reported a 3% improvement in revenue of RM2.43 million as compared to revenue of RM2.37 million against the corresponding quarter. There is an encouraging increase in rental rates and improvement in occupancy for the remaining 30% vacancy even though the building is still not totally renovated yet. The rental income should increase higher in the next quarter owing to increased enquiries and demand.
Wisma MPL’s income is the main contributor towards the Group’s operational overhead expenses. However, it incurred a higher pre-tax operating loss of RM1.99 million (as compared to a loss of RM1.82 million in the corresponding period). The higher losses is also mainly due to heavy exceptional penalty interest payments and provision of doubtful debts of RM 134,000. The heavy borrowings and past committed high interest charges payable were unfortunately a historical issue.
Steps have been taken to repay down the borrowings quickly via restructuring and joint-venture on Wisma MPL while the planning of the new Tower Building, upgrading and sales of part of the new Tower apartments will pay for the construction costs and the unencumbered increase in net lettable area will be kept for long-term rental income.
The ‘Redsails’ theme restaurants and cafes in Wisma MPL, is put on hold owing to major changes of overall architectural design and plan of the building and having taken into consideration the views of potential  joint-venture partner during the negotiation process. 

.
ii) Property Development Division (Iskandar Malaysia, Johor)

The Property Development Division continue to suffer a low operating revenue of  RM0.44 million thus incurring a pre-tax loss of RM2.54 million as compared to an operating revenue of nil and a pre-tax loss of RM1.52 million, respectively, in the corresponding period.

The increase in losses is largely due to heavy maintenance cost of infrastructure, services and erosion due to monsoon rainfall on the entire undeveloped site which is totally cleared of vegetation in the past as well as more staff reorganization, increase in new staff recruitment, additional professional and other consultant fees, additional printing, promotion, advertising, exhibitions costs, architectural models and roadshows that have contributed to the higher operating expenses plus also the high finance costs amounting to RM1.97 million as compared to RM1.43 million in the corresponding quarter. The delay in the sale launches was a major cause of low operating revenue while waiting for the Second Revised Master Plan to be approved. We are optimistic the approval will be granted sometime in June 2008.
However, the outlook and future of LakeHill Resort City-Iskandar Malaysia is most promising which will more than compensate and cover all the past losses under this division.

The LakeHill Resort City and Asia Pacific Trade and Expo City (APTEC), have received enormous interests and publicity of late and will be the prime mover and contributor of your Group’s future profitability and growth.
Discussion is ongoing with one of the Government’s GLC and overseas Corporations regarding a collective joint-venture in LakeHill development Company and investments in APTEC, the Heritage and Cultural Village and other parcels of land in the development. Management is optimistic of achieving some favourable outcome in joint-ventures very soon.
The investors are keen about LakeHill’s strategic location and overall design and innovative  concepts of LakeHill and APTEC. It will be an innovative and well integrated self-contained ‘City within a City’ in Iskandar Malaysia, Johor. It will be Asia-Pacific’s largest ‘wholesale’ trade and distribution Hub for the Asian Region, which the Federal Government and State Government of Johor have shown interests and sincere support. 
Barring unforeseen circumstances, the LakeHill and APTEC, the ‘Heritage and Cultural Village’, the ‘Nusa Paradis’ the Factory Discount Premium Outlets and other architectural tourism attractions will serve as a great magnetic draw and stimulus for a greater influx of locals and foreigners. APTEC will become a new area of investments in businesses, education and entertainment and entice more people to move and live in a life-style resort working and living environment in APTEC and LakeHill; which will also benefit the surrounding housing developments. APTEC will create a long-term sustainable income stream and recurring cashflow for your Company that will have immeasurable potential in fulfilling the Company’s diversification plans.
2.    COMPARISON WITH PRECEDING QUARTER’S RESULTS

The consolidated revenue (operations and other income) for the current quarter is a modest increase representing RM2.99 million as compared to the preceding quarter of RM2.96 million. The consolidated pre-tax loss for the current quarter is RM4.52 million as compared to pre-tax loss of RM3.57 million in the preceding quarter is largely due to escalating finance charges, cost and expenses of professional fees, architectural models, exhibition booth, printing, advertising, promotions and roadshows with regards to the introductory launching and publicity of LakeHill development project and APTEC in Singapore.
3.   PROSPECTS FOR THE FINANCIAL YEAR

It is anticipated that like all joint-venture negotiations and legal documentations, it takes time. However, we regret the delay as it is in the best interest of the Company and shareholders that Management must endeavour to secure a better price and terms of joint-venture. The joint-venture negotiations on LakeHill Resort development and Wisma MPL may produce favourable conclusions anytime soon.
The joint-ventures of Wisma MPL and the LakeHill Resort City development will bring tremendous profits and cashflows to the Group. With the conclusion of any one of them, your Company will be in an immediate substantial financial turnaround situation. 
The launching of 751 units terrace houses and 17 lots of new 3-Storey Shop-houses in Jalan Kong Kong, Masai, Iskandar Malaysia, Johor near to LakeHill Resort City development have been approved and will be constructed and be launched sometime in July 2008. 
The management do not foresee the revenue on sales of houses to show a dramatic turnaround in the coming next quarter but is optimistic that in the 1st and 2nd  Quarters of the next financial year the Company should show better performance.
In the coming months ending 30th June 2008, Management anticipates the ‘Big Picture’ in joint-ventures and major restructuring of the Company’s operating divisions may take place. 

The sale of the new 3-Storey Shophouses and Terrace Houses to be developed under Taman Nusa 
Damai will generate an anticipated total sales revenue of more than RM 130 million. It is 
anticipated that the sales would be achievable within the next six-month period.
However, barring unforeseen circumstances, the Directors and Management remain bullish and optimistic of a quick turnaround of the Group’s results in the near foreseeable future. The coming financial year ending 30th June 2008 is expected to show a positive result.
4.   VARIANCES ON ACTUAL PROFIT FROM FORECAST PROFIT 

This is not applicable to the Group.
5.   TAXATION

There is no taxation for the current quarter ended and period ended 31 March 2008.
6. PROFITS/(LOSSES) ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

There were no sales of unquoted investments or properties for the current quarter ended 31 March 2008.
7. 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.
8. STATUS OF CORPORATE PROPOSAL

The Group has not announced any corporate proposal for the period under review.
9. OTHER PAYABLES
Included in other payables is an amount of RM4,771,298.44 due to a company in which certain directors and the Chief Executive Officer (CEO) have an interest. The amount owing is unsecured and with no fixed repayment term.
10. GROUP BORROWINGS 

Total Group’s borrowings as at 31 March 2008 are as follows:
	
	Short Term
	Long Term
	

	
	Secured
	Secured
	Total

	
	(RM’000)
	(RM’000)
	(RM’000)

	HP Creditors
	177
	596
	773

	Revolving Credit
	25,704
	-
	25,704

	Bank Overdraft
	72,320
	-
	72,320

	Term Loan
	6,000
	73,640
	79,640

	Total
	104,201
	74,236
	178,437


11.  FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

There are no financial instruments with off balance sheet risk issued as at the date of issuance of this report.
12.
MATERIAL LITIGATION 
1) 
 The Company and Taman Bandar Baru Masai Sdn Bhd (TBBM), are the Plaintiffs, which  commenced civil action in January 2006 vide Kuala Lumpur Civil High Court Suit No. S4-22-82-2006 against former directors and officers of the Company and TBBM, namely En. Chut Nyak Isham bin. Nyak Ariff ('Isham'), Dato Yusof bin. Jusoh ('Yusof'), Tengku Sharif Syed Amir Abidin Jamalullail, Dato Thomas Teng Poh Foh, Pn. Asnah bt. Mohd Salleh ('Asnah') and as amongst others, Warisan Alam Enterprise Sdn Bhd (a company connected to Isham and Asnah) and Bumialpha Sdn Bhd (a company connected to Yusof), collectively known as the Defendants, which had inter alia breached under Section 132(E) of the Company Act 1965 in fiduciary duties and conflict of interest. The Company and TBBM claim for loss and damages to be assessed and/or for an account. Defendants have all filed their defence which the Court had fixed for Trial for case management to be heard on 27 March 2008. However, the date has been postponed to be heard on 18/06/2008.  
2)
The High Court action under matter (a) below has been transferred to be heard in the Kuala Lumpur under Civil High Court No. S3-22-1176-2006 which the Company and TBBM applied to have the matter heard in conjunction with case (b) below and is pending consolidation. The Court has fixed the Defendants’ Appeal against the Decision of the Registrar for hearing on 11/06/2008 as summarised below:-

a)   Vide Johor Bahru High Court No. 22-702-2005 dated 14 Oct. 2005, the Company and TBBM as the Plaintiffs, have filed a claim against the former Group General Manager of the Company and TBBM, En. Zulhaimi bin Nordin ('Zulhaimi'); the former Group Managing Director and CEO of the Company and TBBM, En. Chut Nyak Isham Bin Nyak Ariff (as Vendor) and Inta Development Sdn Bhd (as Purchaser) and its directors, and others for the sale and purchase of land held under PTD 149705 H.S (D) 310451, Mukim Plentong, Daerah Johor Bahru (owned by the Company and TBBM) for failure to disclose their related party or parties transactions as such they were in breach of Section 132(E) of the Company Act, 1965, and other wrongdoings or misconducts. The claim by the Company and TBBM is for the losses and damages pursuant to the improper, invalid and fraudulent sale of TBBM’s land to Inta Development Sdn Bhd, to be assessed and/or for an account. The mention date was fixed on 22 April 2008, but was postponed for the Defendants’ Appeal against the Decision of the Registrar on 11 June 2008.

      b)   On the other hand, Inta Development Sdn Bhd (‘Inta’) has claimed against TBBM under Kuala Lumpur High Court No. S3-22-1128-2004 which alleged that the infrastructure works which Inta alleged that TBBM should have been include as part of the purchase consideration by TBBM under the Sale and Purchase Agreement dated 26 December 2001 between Inta and TBBM, concerning land held under PTD 149705 H.S (D) 310451, Mukim Plentong, Daerah Johor Bahru (subject property). Inta’s claim is related to the same subject matter of the Company and TBBM High Court action as per (a) above. Therefore, the hearing to consolidate both the cases for (a) & (b) which was due to be held on 17 April 2008, was re-fixed for further mention to 15 July 2008.
3)
 A Claim was filed by the four (4) former directors of the Company, En. Chut Nyak Isham bin Nyak Ariff, Dato Yusof bin Jusoh, Tengku Sharif Syed Amir Abidin Jamalullail and Dato Thomas Teng Poh Foh against the Company vide Kuala Lumpur Civil High Court No. S2-23-29-06 for defamation in respect of a similar statement referred as in 12(1) above which was reported in the Company’s Annual Account (ended June 2005) and, which was subsequently reported in the Star Newspaper on 15 November 2005. The Company denied any defamatory statement was made as it was only a statement of fact governed under a mandatory requirement of disclosure of any material litigation to shareholders and for the purpose of shareholders information only.
The Court had, vide its Decision on 8 February 2007 struck out, in favour of the Company, that there was no allegation of slander by the Company brought by the four (4) former directors against the Company. The Court ordered that the Plaintiffs do amend their Statements of Claim, by eliminating any suggestion of slander by the Company. 
The Court allowed the Plaintiffs an Application for Amendment. The Court has fixed a date for Clarification of the Plaintiffs Amended Statement of Claim which was heard in chambers on 27/2/2008. The matter was then adjourned for the Plaintiff’s to serve the Amended Statement of Claim to the Company. The matter is pending filing of the Statement of Defence by the Company by 20 June 2008. 
4. TBBM vs CHUT NYAK ISHAM BIN NYAK ARIFF, YUSOH BIN JUSOH & IKMAL NAZARIN BIN JUNID

Taman Bandar Baru Masai Sdn Bhd (TBBM) had commenced a legal action in the High Court Civil Suit No. S3-22-1236-2007 against Chut Nyat Isham Bin Nyat Ariff (1st Defendant), Dato’ Yusoh Bin Jusoh (2nd Defendant) and Ikmal Nazarin Bin Junid (3rd Defendant) for, among other things, fraudulently and/or negligently and/or in breach of their duties, dispose and sell TBBM’s land known as Unit No. 12BC (“1st Parcel”) and Plot 12A and 12D (“2nd Parcel”) in the Mukim of Plentong, District of Johor Bahru for the purposes of petrol pump and service station to one Encik Izhar bin Ibrahim at prices which are not commercially justifiable. Encik Izhar Bin Ibrahim subsequently sold the aforesaid Land to two other companies at higher prices. 
The Plaintiff claims against the Defendants for, among other things, the sum of RM1,428,200.00 on the sale of the 1st Parcel and RM1,152,531.00 on the sale of the 2nd Parcel. Alternatively, the Plaintiff claims for losses and damages to be assessed by the Court.

With regard to the 1st and the 2nd Defendants, the Plaintiff had served the Writ of Summons and Statement of Claim on the Defendants and the Defendants had filed their Statement of Defence. The matter is pending filing of TBBM’s Statement of Reply to the 1st and the 2nd Defendants’ Defence.
As for the 3rd Defendant, the Plaintiff had served the Writ of Summons and Statement of Claim on the 3rd Defendant and the 3rd Defendant had filed his Statement of Defence. The Plaintiff had also filed its Statement of Reply to the 3rd Defendant’s Defence.
Further, the 3rd Defendant has filed an application to strike out the Plaintiff’s claim and the Application has been fixed for hearing on the 21st July 2008.

13.  DIVIDEND

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

14.  EARNINGS PER SHARE

a.   Basic earnings per share
	
	Current 

Quarter

Ended

31 Mar 2008
	Current 

Year 

To Date

31 Mar 2008

	Net (loss)/profit attributable to ordinary shareholders (RM’000)
	(2,955)
	48,230

	Weighted average number of ordinary shares in issue (RM’000)
	172,597
	172,597

	Basic (loss)/profit per share (sen)
	(1.71)
	27.94


b.   Diluted earnings per share


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