OCI BERHAD (95161-H)

(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED  30 SEPTEMBER 2008
PART A – EXPLANATORY NOTES IN COMPLIANCE WITH FINANCIAL REPORTING STANDARD (FRS) 134 – INTERIM FINANCIAL REPORTING

1.
Basis of Preparation and Consolidation
The interim financial report is unaudited and has  been prepared in accordance with  FRS 134 – “Interim Financial Reporting” and Paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

No consolidated financial statements have been prepared due to missing accounting records and documents for all subsidiaries caused by the previous management.

The  interim financial report has been prepared based on accounting policies and methods of computation that are consistent with those adopted in the preparation of annual audited financial statements for the year ended 30 June 2007 except for the adoption of the following new/revised FRS, where applicable to the Group, effective for  the  financial period beginning 1 July 2007:-

FRS 107 
Cash Flow Statements
FRS 111
Construction Contracts
FRS 112
Income Taxes
FRS 118
Revenue
FRS 120
Accounting for Government Grants and Disclosure of Government 


Asistance
FRS 121
The Effect of Changes in Foreign Exchange Rates
FRS 134 
Interim Financial Reporting
FRS 137
Provisions,Contingent Liabilities and Measurement
Other than as explained in the foregoing paragraph, the adoption of new/revised FRS does not have significant financial impact to the Group. 

2. Auditors Report on Preceding Audited Financial Statements
The Company’s accounts for the financial year ended  30 June 2008 had been qualified by the Auditors as follows:
1. Due to the circumstances as disclosed in Note 27(b) to the financial statements, the accounting books and records of the Company and its subsidiaries have not been fully made available to us for examination and no consolidated financial statements have been prepared.
In the current year:

a) the Directors reconstructed the accounting books and records of the Company on the basis stated in Note 27(d) to the financial statements. Due to the missing and incomplete accounting books and records, we are not able to obtain all documents and information required in order to satisfy ourselves that the opening balances of the financial statements of the Company for the year ended 30 June 2008 were properly prepared in accordance with Financial Reporting Standards and the Companies Act 1965 in Malaysia.
b) The accounting books and records of the subsidiaries remain unavailable to us for examination and consolidated financial statements have not been prepared. This is not in compliance with the requirements of FRS 127, Consolidated and Separate Financial Statements.

2. The Company incurred a net loss of RM 8,049,692 during the year ended 30 June 2008 and as of that date, the Company’s total liabilities exceeded its total assets by RM 39,298,836. As stated in Note 19 to the financial statements , the Company had defaulted on the repayment of borrowings amounting to RM 52,694,588 including accrued interest of RM 3,628,990.
The Company is in the process of implementation of a Restructuring Scheme as stated in Note 27(a) to the financial statements. As part of the approved Restructuring Scheme detailed in Note 27(a) , the Company will eventually be disposed to a separate special purpose company (to be identified later) to facilitate the realization of OCI Group’s assets whereby the Group will disposed of its assets in an orderly manner with the proceeds from these assets (net of operational and administrative expenses) distributed to the Scheme Creditors.
The financial statements are therefore prepared on a break-up basis. However, due to the circumstances as disclosed in Note 27(d), we are unable to satisfy ourselves that the financial statements of the Company for the year ended 30 June 2008 have been properly prepared in accordance with Financial Reporting Standards and the Companies Act 1965 in Malaysia.

Opinion

Because of the significance of the matters as discussed in the Basis for disclaimer of opinion paragraphs, we do not express an opinion on the financial statements.
Report on other legal and regulatory requirements
In accordance with the requirements of the Companies Act 1965(Act) in Malaysia, we also report the following:

a) Due to the missing and incomplete accounting books and records as disclosed in Note 27(d) to the financial statements, we are unable to form an opinion whether the accounting  and other records and the registers required by the Act to be kept by the Company and its subsidiaries of which we have acted as auditors have been properly kept in accordance with the provisions of the Act. However the registers required by the Act to be kept by the Company have been properly kept in accordance with the Act.

b) We are also unable to consider the accounts and the auditors’ reports of all the subsidiaries which are indicated in Note 14 to the financial statements as they have not been prepared
3.
Seasonal or Cyclical Operations
The  Group’s operation for the interim financial period ended 30 September 2008 had bis affected by loss /stolen of  plant & machineries, raw materials, lack of staff ,insufficient working capital etc which occurred in the previous financial year. Production for the current quarter is about 40-60% of normal production capacity based on existing plant & machineries available due to limited availability of working capital  and pending restructuring exercise.
4.
Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no significant factors of such nature affecting the Company’s operations for the interim financial period ended 30 September 2008 except for existing default on repayments of borrowings and all subsidiaries are dormant..
5.
Changes in Estimates

There were no material changes in estimates of amounts reported in the interim periods of the current financial year or prior years that have a material effect in the current quarter.

6.
Changes in Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity security during the reporting quarter. 

7.
Dividend Paid

There were no dividends declared or paid by the Company during the current interim period.
8.
Segmental Reporting
No segmental information are prepared as the only activity of the company is  the manufacture and sale of silicon and adhesive products.
9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward, without amendment from the previous annual financial statements.
10.
Subsequent Events
There were no material events subsequent to the balance sheet date that had not been reflected in the financial statement.
11.
Changes in the Composition of the Group

There were no material changes in the composition of the Group during the financial period. 
12.
Contingent Liabilities or Contingent Assets
There were no changes in the contingent liabilities since the last balance sheet date to the date of  the  financial period to 30 September 2008
13         Capital Commitment

There was no capital commitment for the  financial period to 30 September 2008
PART B -ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD’S  LISTING REQUIREMENT

1.
Review of Performance

The Group’s revenue and loss before taxation for financial period  to 30 September 2008 were RM 2.01 million and  RM 1.46 million respectively compared to revenue of RM 0.74 million and loss before taxation of RM 3.3 million recorded in the corresponding period in last financial year. Although there is increase in revenue, this is still below normal .The restructuring scheme as announced had to be implemented in order for the Company to normalize operations.
2.
Comparison with the Immediate Preceding Quarter’s Results
The Revenue for the 1st quarter results to 30 September 2008 are RM 2.01 mil ( 2007-RM 1.8 million) and loss of RM 1.46 million ( 2007 1st  qtr- loss RM 1.47 million ) .
Low revenue figures are as explained in note 3 Part A above.
3.
Current Year Prospects

The ability for OCI Group  to continue as a going concern is dependent upon the successful implementation of its restructuring scheme  which had been approved on  12 September 2008 by the  relevant Authorities.
4.
Profit Forecast and Profit Guarantee


No profit guarantee / forecast was issued during the year.
5.
Taxation
3 months  to

30 Sept 2008

Income tax expense


-current                                              nil

-prior year                                                

-deferred tax                                          

                                                  __________

                                                           0

                                                  __________

6.
Profit on Sale of Investments and/or  Properties
              There were no sales of investments and/or properties in the current quarter.
7.
Purchases and Disposal of  Quoted securities
There were no purchases or disposal of quoted securities for the current quarter and financial year-to-date.
8.
Status of Corporate Proposals
The Restructuring Scheme announced on 30 November 2007 had been approved by the relevant Authorities on 12 September 2008 and is pending implementation.
9. 
Group Borrowings
	
	30 June 2008

	
	 Secured 
	
	 Unsecured 
	
	 Total 

	
	 (RM’000) 
	
	 (RM'000) 
	
	 (RM'000) 

	Short Term Borrowings
	    32,626
	
	    14,518
	
	   47,144

	Long Term Borrowings
	0
	
	       0

  
	
	         0

	Accrued interest


	0
	
	  4,552
	
	    4,552  

	Total Borrowings
	    32,626
	
	  19,070
	
	  51,696


All the above borrowings including accrued interest of RM 4.55 million are denominated in Ringgit Malaysia. All borrowings were classified as short term due to default.
10.        Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of this quarterly report.
11.
Material Litigation
Certain creditors have taken litigation actions against the company at the date of this report.
12.
Dividend
The Board of Directors did not recommend any interim dividend in respect of the  interim period to 30 Sept 2008
13.
Earnings Per Share 

Basic loss per share of the Group are calculated by dividing the net loss for the period by the  number of ordinary shares in issue during the year. 

	
	
	3 months ended 
30 Sept

	
	
	2008
	
	2007

	
	
	
	
	

	 (Loss)/profit attributable to ordinary equity holder of the parent (RM'000)
	
	      (1.46)
	
	(3.35)

	Weighted average number of ordinary shares in issue (‘000)
	
	      43,148
	
	       43,148

	Basic (loss)/profit per share (sen)
	
	       (3.40)        
	
	(7.78)

	
	
	
	
	


No diluted earnings per share was calculated as there is no financial instruments in    issue with share option exercisable in future.
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