MALAYSIA PACIFIC CORPORATION BERHAD (12200-M)                          


NOTES TO THE QUARTERLY REPORT ON CONSOLIDATED RESULTS 

FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2008
SECTION A – FRS 134 PARAGRAPH 16

1.   ACCOUNTING POLICIES

The interim financial report are unaudited and have 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 and should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2008. 
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 2008.
2.   CHANGES IN ACCOUNTING POLICIES

      The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 30 June 2008.
3.   QUALIFICATION OF PRECEDING ANNUAL FINANCIAL STATEMENTS
The auditors’ report on the financial statements for the financial year ended 30 June 2008 was not subject to any qualification.

4.   SEASONALITY OR CYCLICALITY OF OPERATIONS

There were no significant seasonal and cyclical factors that affect the business of the Group in the current quarter under review. 
5.   UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE
There were no unusual items affecting assets, liabilities, equity, net income or cash flow in the current quarter under review except for the RM65.2 million gains arising from the disposal of 22% of investment in subsidiary LakeHill Development Resort Sdn Bhd to Amanah Raya Development Sdn. Bhd.
6.   MATERIAL CHANGES IN ESTIMATES 
There were no changes in estimates of amount reported in prior financial year that have a material effect in the current quarter under review.  

7.   DEBTS AND EQUITY SECURITIES 
There were no issuance, cancellation, repurchase, resale and repayment of debts and equity securities in the current quarter under review except for the full redemption of RM 115.0 million of bank borrowings in Taman Bandar Baru Masai Sdn Bhd (“TBBM”), a wholly-owned subsidiary of the Company.

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 December 2008 as follows:-

a) 6 months ended 31 December 2008
	Description
	Property 

Development

& Construction
 (RM’000)
	Investment Properties

(RM’000)
	Elimination

(RM’000)
	Consolidation

 (RM’000)

	Revenue
	
	
	
	

	External Sales
	-
	5,338
	
	5,338

	Inter-segment    

   Sales
	            -
	3,483
	(3,483)
	-

	Sub-total
	-
	8,821
	(3,483)
	5,338

	
	
	
	
	

	Results
	
	
	
	

	Segment Results
	(1,380)
	64,776
	  
	     63,396

	Finance costs
	(2,655)
	(4.183)
	       
	(6,838)

	Profit Before Taxation
	
	
	                                 
	56,558

	Taxation
	
	
	
	          -       

	Profit After Taxation
	
	
	                                  
	56,558


9.   SEGMENTAL REPORTING (cont’d)

b) 6 months ended 31 December 2007
	Description
	Property 

Development & Construction
  (RM’000)
	Investment Properties
(RM’000)
	Elimination

(RM’000)
	Consolidation

 (RM’000)

	Revenue
	
	
	
	

	External Sales
	2,056
	5,063
	             -                     
	7,119

	Inter-segment Sales
	                 -                     
	         1,840
	(1,840)
	-                               

	Sub-total
	             2,056           
	6,903
	(1,840)
	7,119

	
	
	
	
	

	Results
	
	
	
	

	Segment Results
	                350  
	58,437
	 
	58,787

	Finance costs
	          (3,926)
	(3,676)
	       
	(7,602)

	Profit Before Taxation
	
	         
	                                
	51,185

	Taxation
	
	
	
	             -              

	Profit  After Taxation
	
	
	                               
	51,185



10.   VALUATION OF PROPERTY, PLANT AND EQUIPMENT                                           
There were no amendments to the valuation of property, plant and equipment from the previous financial statements for the financial year ended 30 June 2008 to the current quarter under review. 
11. SUBSEQUENT MATERIAL EVENTS

There have not arisen any material events between 31 December 2008 and the date of this announcement that has not been reflected in the financial statements for the current quarter ended 31 December 2008.
12. CHANGES IN THE COMPOSITION OF THE GROUP
      There were no changes in the composition of the Group for the current quarter under review.
13. 
CHANGES IN CONTINGENT LIABILITIES/ASSETS

There were no changes in contingent liabilities or contingent assets as at the date of this report except for the material litigation as explained in Section B, Note 12. 
SECTION B –LISTING REQUIREMENTS

1. PERFORMANCE REVIEW 

In the current quarter under review, the Group achieved a consolidated revenue of RM68.56 million (operations and other income) for the quarter ended 31 December 2008 as compared to RM2.95 million (operations and other income) for the corresponding quarter ended 31 Dec 2007. This increase includes the capital gain of RM65.2 million on the sale of 22% profit shares in Lakehill Resort Development Sdn Bhd (“LRDS”) to Amanah Raya Development Sdn Bhd (“Amanah Raya”) which represents an increase of 2,224%.
The Group recorded a substantial profit before and after tax of RM61.7 million as compared to a loss of RM3.57 million in the corresponding quarter. However, the substantial profit of RM61.7 million is owed to a one-off capital gain in nature of RM65.2 million, which a non-taxable profit.

Comparing to corresponding quarter, the Company’s net asset value per share (“NAV”) has increased from RM1.23 to RM1.56 in the current quarter under review.

The sales launch in the Property Development division was put on hold. As a result the sales contribution was very minimal owing to the reason that the property development division was under a restructuring exercise prior to the final completion of the sales of the 22% profit shares to Amanah Raya. Hence, during the restructuring exercise period in the current quarter review, all the bank interest charges on the development property were carried exclusively under the Company’s account. The sales launches of houses were put on hold during the period as all pricing and sales policy had to be reviewed by the new joint-venture partners under a new joint-board of directors. Sales launches are planned for the coming quarters in the second half of the financial year.
2.    COMPARISON WITH IMMEDIATE PRECEDING QUARTER’S RESULTS

From the foregoing information, in the current quarter under review, the Group (after deducting the profit on capital gain as the above mentioned) recorded a smaller loss of RM3.57 million as compared to RM5.10 million in the previous preceding quarter.

The Company’s NAV has increased from RM1.20 to RM1.56 in the current quarter under review as compared to the immediate preceding quarter.
3.   PROSPECTS FOR THE FINANCIAL YEAR

As reported in the preceding quarter results, the Company had anticipated that this second quarter results would be a better one. The Company is pleased to report that it has achieved the board’s expectation in this quarter. Thus, the road for the financial year ending 30 June 2009 should achieve a safe turnaround situation for the Group. The prospects would be better should any of the following business and corporate plans are secured during the second-half of the financial year, such as:-


1(a) 
Property Development Division – LakeHill Resort, Iskandar Malaysia

As agreed and supported by Amanah Raya, the Company will pursue to secure another strong strategic partner/investor to take up a substantial stake in LRDS jointly. The Company will stay as a single largest shareholder of LRDS. The sales will result in the Company gaining a very substantial cash-flow to boost the Company future “reserves” as well as add strength to the partnership in areas of expertise and influence.
(b)
LRDS will in turn procure several project-partnerships and investors to participate in the 22 parcels of “freehold” approved properties, such as, in the development of APTEC, Hotels, Heritage & Cultural Village, Medical Specialist Centre, University College, Retirement Condominiums, and so forth. Such separate project joint-ventures will derive very substantial cash-flows and profits to LRDS in the medium and long-term prospects, to expedite cash flow in the development at a greater speed.
(c)
‘APTEC’ as the centerpiece of LakeHill Resort City looks more promising in the current global financial crisis and may start as soon as the final building approval and the IDR-status (tax-free incentive status) were obtained. APTEC is designed to be an economic “catalyst” to spearhead Iskandar Malaysia as the trade and distribution hub of Asia. The early construction of APTEC will dove-tail and supplement the government’s effort in adding to the already announced fiscal stimulus- package to help spur business and consumer confidence, in order to insulate Malaysia from the global financial tsunami affecting our manufacturing and consumer sectors.
2.
Property Investment Division – Wisma MPL, Kuala Lumpur
The Company has submitted to Dewan Bandaraya Kuala Lumpur (DBKL) for a new 50-storey tower commercial block rising above and adjacent to Wisma MPL Building to become a new landmark within the Central District of the “Golden Triangle” Kuala Lumpur.

The Company is in discussion of joint-ventures with interested and serious investors to re-develop the said property.

Wisma MPL is the only outstanding debt remain in the Group which is of an amount of approximately RM80 million. The book value of Wisma MPL based on last year valuation was RM240 million. The valuation is more than adequate to cover against the loan. The current potential valuation is expected to be much higher. 

The success in the JV on Wisma MPL would easily repay the debt of approximately RM80.0 million plus the Company will be in substantial cash-surplus position which will add further to the “reserves”, for future new investments and business purposes.

The current global financial crisis would delay or fore-stall business and consumer confidence in the property sector as well. However, because LakeHill Resort City in Iskandar Malaysia is anchored by APTEC, the Company is cautiously optimistic that the Company’s business development with APTEC integrated city concept is achievable, but it will take more innovation and greater effort. 

Your Directors and Management are working extremely hard to overcome the current challenging global financial crisis and our local low business confidence.  

Barring unforeseen circumstances, APTEC may turn out to be the necessary economic “catalyst” and roadmap of Malaysia to overcome the current global financial turmoil. APTEC will be your Company’s key impetuous of the future growth and major turnaround story of your Company.
4.   VARIANCES ON ACTUAL PROFIT FROM FORECAST PROFIT 

This is not applicable to the Group.
5.   TAXATION

There was no tax provision in the current quarter under review.
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 December 2008.
7. PURCHASE OR DISPOSAL OF QUOTED SECURITIES
There were no purchases or disposal of quoted securities by the Group in the current quarter under review. 
8. STATUS OF CORPORATE PROPOSAL BUT NOT COMPLETED
There were no outstanding corporate proposals announced for the current quarter under review. 
9. OTHER PAYABLES
Included in other payables is an amount of RM 5,997,386.95 due by the Company which the directors/ shareholders Datin Kong Yuk Chu and Mr Ch’ng Soon Sen and the Chief Executive Officer (CEO) have an interest. The amount owing is unsecured and with no fixed repayment terms and at an agreed interest rate of 15% per annum by the Board of Directors.
10. GROUP BORROWINGS 

Total Group’s borrowings as at 31 December 2008 are as follow: -
	
	Short Term
	Long Term
	

	
	Secured
	Secured
	Total

	
	(RM’000)
	(RM’000)
	(RM’000)

	HP Creditors
	174
	682
	           856

	Revolving Credit
	25,704
	-
	       25,704

	Bank Overdraft
	66,911
	- 
	         66,911

	
	
	
	   

	Total
	92,789
	682
	       93,471


11.  OFF BALANCE SHEET FINANCIAL INSTRUMENTS 

There were no off balance sheet financial instruments entered by the Group as at the date of this quarterly report.
12.
MATERIAL LITIGATION UPDATES
There were no changes in material litigation, including the status of pending material litigations in respect of the Company and its subsidiaries since the last annual balance sheet date of 30 June 2008 except for the following: -
Arbitration Proceedings
Dindings Construction Sdn Bhd (“DCSB”) as the Claimant had on 13 November 2007 commenced an arbitration proceedings against TBBM as the Respondent. The claim is for the balance sum of RM394,850.52 which the Claimant alleged was still owed on account of alleged additional variation orders pursuant to a construction and completion of phase 4M1 & 4M2-58 units of double storey terrace houses and phase 4M3-56 units of single storey terrace houses at Taman Nusa Damai. 

TBBM as Respondent had challenged the validity of the variation orders to be substantiated by professionals as there were no client’s written approval of such alleged additional variations, plus challenging the lack of other documentations. The matter is now fixed for Decision on 23 March 2009.
13.  DIVIDEND

There were no dividends declared by the Group in the current quarter under review.  

14.  EARNINGS PER SHARE
a.   Basic earnings per share

	
	Current 

Quarter

Ended

31 Dec 2008
	Current 

Year 

To Date

31 Dec 2008

	Net profit attributable to ordinary shareholders (RM’000)
	61,717
	56,584

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

	Basic earnings per share (sen)
	35.76
	32.78


b.   Diluted earnings per share

There were no dilutions of shares in the current quarter under review.
15.  AUTHORISED FOR ISSUE

The interim financial report was authorized for issue by the Board of Directors in accordance with a resolution of the Directors on 19 January 2009.

By order of the Board

Dated: 19 January 2009
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