OCI BERHAD (95161-H)

(Incorporated in Malaysia)

( Under Liquidation)
NOTES TO THE QUARTERLY REPORT ON THE CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED  31 DECEMBER 2010
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 2010 , except for  the following:

(i) Adoption of New  and Revised FRSs, IC Interpretations and Amendments

 In the current period ended 31 December 2010, the Group adopted the following new and revised FRSs, IC Interpretations and Amendments  to FRSs and IC Interpretations which are applicable to its financial statements and are relevant to its operations:

FRS 7, Financial Instruments:Disclosures

FRS 8, Operating Segments

FRS 101(revised), Presentation of Financial Statements

FRS 123(revised), Borrowing Costs

FRS 132(revised), Financial Instruments:Presentation

FRS 139, Financial Instruments:Recognition and Measurement

IC Interpretation 9, Reassessment of Embedded Derivatives

IC Interpretation 10, Impairment and Interim Financial Reporting

IC Interpretation 11, FRS 2, Group and Treasury Share Transactions

IC Interpretation 13, Customer Loyalty Programmes

IC Interpretation 14, FRS 119, The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

Amendments to FRS 2,: Share Based Payment-Vesting Condition and Cancellation

Amendments to FRS 5

Amendments to FRS 8

Amendments to FRS 139, FRS 7 and IC Interpretation 9

Amendments to FRS 107

Amendments to FRS 108

Amendments to FRS 110

Amendments to FRS 116

Amendments to FRS 117

Amendments to FRS 118

Amendments to FRS 119

Amendments to FRS 123

Amendments to FRS 127

Amendments to FRS 128

Amendments to FRS 131

Amendments to FRS 132

Amendments to FRS 134

Amendments to FRS 136

Amendments to FRS 138

Amendments to FRS 140

FRS 101(revised), Presentation of Financial Statements

Prior to the adoption of the revised FRS 101, the components of the financial statements presented consist of a balance sheet, an income statement, a statement of changes in equity, a cash flow statement and notes to the financial statements. With the adoption of the revised FRS 101, the components of the  interim financial statements consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statement.

Amendment to FRS 117, Leases

 Prior to the adoption of the Amendment to FRS 117, leasehold lands were treated as operating leases. The considerations paid were classified and presented as prepaid lease payments in the statement of financial position. With the adoption of Amendment to FRS 117, the classification of leasehold lands as a finance lease or an operating lease is based on the extend to which risks and rewards incident to the ownership lie. In making this judgement, the Directors  have concluded that lands with an initial lease period of 50 years or more are finance leases because the present value of the minimum lease payments is substantially equal to the fair value of the land. Accordingly, the Group has changed the classification of long leasehold lands from operating leases to finance leases in the current quarter This change in classification has no effect to the statement of comprehensive income for the current quarter or comparative prior period.

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 2010 had been qualified by the Auditors as follows:
  Basis for adverse opinion

1. As disclosed in Note 27(b) to the financial statements, the accounting records of the Company and its subsidiaries were destroyed by the previous management. The present management has reconstructed the Company’s accounting records based on information available and to its best estimates of the present directors. However, the present management is unable to reconstruct the accounting records of its subsidiaries. As a result no consolidated financial statements have been prepared. This is not in compliance with FRS 127 Consolidated and Separate Financial Statements which requires a parent to present consolidated financial statements in which it consolidates its investment in subsidiaries.
2. We were not able to obtain appropriate audit evidence in relation to the balances of trade and other payables and borrowings as at 30 June 2010 and 30 June 2009 due to lack of documentary  evidence made available to us during the audit as a result of the matter discussed in paragraph 1 above.
3. As disclosed in Note 19 and 20 to the financial statements, as at 30 June 2010, the Company reported a total borrowings and interest accruals of RM 48,390,545 (2009 :RM 48,390,545) and RM 10,280,428 (2009: RM 6,428,376) respectively.

As disclosed in Note 24 to the financial statements, the Company provided corporate guarantees of RM 24,516,112 (2009: RM 24,516,112) to financial institutions in respect of credit facilities granted to its subsidiaries. These subsidiaries have defaulted in their debt obligations to the financial institutions within the guarantee period. The Company, as the issuer of the corporate guarantee is required to reimburse the financial institutions in respect of the associated losses.
The financial statements for the years ended 30 June 2010 and 30 June 2009 did not include any provision for interest penalty and financial guarantees payable by the Company to the financial institutions. This is not in compliance with FRS 137 Provisions, Contingent Liabilities and Contingent Assets which require a provision to be recognized when the Company has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and the amount of the obligation can be estimated reliably.

4. As of the date of this report, the replies relating to certain bank confirmation 

requests to confirm the bank balances and any related liabilities (including any contingent liabilities) of the Company as at 30 June 2010 and 30 June 2009 are outstanding. We were unable to confirm or verify by alternative means as to the completeness of the recorded bank balances and any related liabilities (including any contingent liabilities) of the Company for the year ended 30 June 2010 and 30 June 2009.
5. As disclosed in Note 12 and 13 to the financial statements, the Company provided

impairment losses of RM 1,740,050 and RM 707,279 in respect of buildings and prepaid land lease payments. These impairment losses were charged to the income statement for the year ended 30 June 2010 based on a valuation report issued by an independent valuer in October 2009. However the directors did not carry out a valuation of the building and prepaid land lease payments in prior years. We were unable to determine the relevant financial year to which these impairment losses relate to.
6. The tax computations of the Company for the years of assessment 2007 to 2009

have not been submitted to the tax authorities within the stipulated statutory deadlines. In view of the matters discussed in paragraph 1 to 5 above, we have not been able to satisfy ourselves as to the sufficiency of the provision for tax liabilities, tax penalties and any related disclosure matters.

7. Our opinion on the financial statements for the year ended 30 June 2010 was

 qualified on the same basis as described in paragraph 1 above. 

Adverse Opinion

In our opinion, the Company did not comply with FRS 127 Consolidated and Separate Financial Statements which requires a parent to present consolidated financial statements. In addition, because of the significance of the matters discussed in the Basis for Adverse Opinion paragraph, the financial statements of the Company do not give a true and fair view of the financial position of the Company at 30 June 2010 and of their financial performance and their cash flows for the year then ended in accordance with Financial Reporting Standards in Malaysia
Report on other legal and regulatory requirements
In accordance with the requirements of the Companies Act 1965(Act) in Malaysia, we also report that because of the significance of the matters described in the Basis for Adverse Opinion above,
a) The accounting and other records required by the Act to be kept by the Company and its subsidiaries of which we have acted as auditors have not been properly kept in accordance with the provisions of the Act. However, the registers required by the Act to be kept by the Company been properly kept in accordance with the Act.

b) We are also unable to consider the financial statements and the auditors’s report of the subsidiary of which we have not acted as auditors as the financial statements of this subsidiary are not available and have not been audited as at the dated of this report.
c) We are unable to comment on the financial statements of the subsidiaries and we have not received satisfactory information and explanations required by us for the purposes of the preparation of the consolidated financial statements.

3.
Seasonal or Cyclical Operations
The  Group’s operation for the  financial year ended 31 Dec 2010 is still affected by the earlier reported loss /stolen of  plant & machineries, raw materials, lack of staff ,insufficient working capital etc which occurred in the previous financial year 2008. 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 .
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  financial year ended 31 Deember 2010 except for existing default on repayments of borrowings and all subsidiaries are dormant.
The  proposed restructuring scheme and scheme of arrangement with creditors was not approved at a Court convened meeting of unsecured creditors held on 2 February 2011 as voting did not reach the required 75% approval in value. 

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 were prepared as the only activity of the company  is the 


manufacture and sale of adhesive and silicon 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 year. 
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 quarter to 31 December 2010
13         Capital Commitment

There was no capital commitment for the  financial period to 31 december 2010
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 year  to 31 Dec 2010 were revenue of RM 3.48 million and loss RM 2.47 million  compared to revenue of RM 4.2 million and loss before taxation of RM 2.48 million recorded in the corresponding year in last financial year. The decrease in revenue was mainly due to the increase in raw materials compared with previous year  resulting in purchasers buying lower volumes. 
2.
Comparison with the Immediate Preceding Quarter’s Results
The Revenue for the second quarter results to 31 Dec 2010  were RM 1.5 mil ( previous quarter to 30 Sept 2010 -RM  1.9 million) and loss of  RM 1.3 million ( 2010 1th   qtr- loss RM 1.2 million ) .
Reduction in revenue for the current quarter was due to increase in raw material prices due to shut down in some factories for maintenance and reluctance of  buyers to commit.
3. Current Year Prospects
The ability for OCI Group  to continue as a going concern was adversely  affected due to the rejection of its restructuring scheme by the unsecured creditors. OCI is in the process of winding up.
4.
Profit Forecast and Profit Guarantee


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

31 Dec 2010

Income tax expense


-current                                              nil

-prior year                                                

-deferred tax                                      
                                                  __________

                                                         nil
                                                  __________

6.
Profit on Sale of Investments and/or  Properties
 A conditional Sale & purchase agreement was entered into for the sale of Sec 16 property at RM 12 million on 5 November 2009. The sale & purchase was approved by the shareholders on 31 May 2010 but the conditions precedent as set out in the Sale and Purchase  could not be fulfilled due to a winding up order given by the High Court of Malaya against OCI on 29 September 2010.OCI’s solicitors have applied to the High Court for a stay of winding up order and was subsequently approved  by High Court had expired on 3 Feb 2011.

 Impairment loss of RM 2.447 million  on the sale has been provided.
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. The Restructuring Scheme was approved by the shareholders on 22 February 2010 and by Secured Creditors at a High Court convened meeting on 22 February 2010 . However the restructuring scheme had been rejected by the unsecured creditors.   
9. 
Group Borrowings
	
	30 Sept 2010

	
	 Secured 
	
	 Unsecured 
	
	 Total 

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

	Short Term Borrowings
	    28,067
	
	    20,960
	
	   49,027

	Long Term Borrowings
	0
	
	       0

  
	
	         0

	Accrued interest


	0
	
	  11,480
	
	    11,480

	Total Borrowings
	    28,067
	
	  32,440
	
	    60,507


All the above borrowings  are denominated in Ringgit Malaysia. All borrowings were classified as short term due to default on repayment.
10.        Derivative Financial Instruments
There were no derivative financial instruments  as at the date of this quarterly report.
11.
Gains/Losses arising from Fair Value Changes of Financial Liabilities

There were no gains/losses arising from fair value changes arising from any financial liabilities.

12.
Realised and Unrealised Unappropriated Profit/Losses


Unappropriated losses in the Statement of Financial Position are realised.
13.
Material Litigation
The following are material litigation against OCI and its subsidiaries:

a. High Court of Malaya at Kuala Lumpur Companies winding up no D5-28-638-07 between Transmare-Chemie (M) Sdn Bhd as petitioner and OCI as respondent to wind up OCI arising from a debt of RM 440,881.25 for goods sold to Bosschem Sdn Bhd had been granted by the High Court
b. Demand dated 5 October 2007 against OCI by solicitors for RHB Bank for sum of RM 4,184,903.13 as at 30 Sept 2007 for outstanding credit facilities

c. Mahkamah Tinggi Malaya Shah Alam guaman no 22-1668-2007 between Kian Joo Can Factory Bhd as plaintiff and OCI as defendant to claim sum of RM 462,344.59 with interests and costs for goods sold

d. Section 218 notice dated 10 October 2007 by solicitors for Macro Plastic Sdn Bhd to demand forsum of RM 95,532.60 for goods sold

e. Demand by solicitors for BIMB for sum of RM 34,078,076.38 as at 26  September 2007 for outstanding facilities

f. Demand dated 9 Oct 2007 against Bosschen Sdn Bhd by solicitors for BIMB for sum of RM 1,754,919.71 as at 26 Sept 2007 for outstanding facilities

g. Demand dated 9 Oct 2007 against Witaco Corporation Sdn Bhd by solicitors for BIMB for RM 567,5000.08 as at 26 Sept 2007 for outstanding facilities

h. Demand dated 12 July 2007 against OCI by solicitors for EON Bank for sum of RM 3,469,570.42 as at 8 July 2007 for outstanding facilities

i. Demand dated 5 Sept 2007 against Witaco Corporation Sdn Bhd and OCI by solicitors for CIMB Bank for sum of RM 2,771,076.43 for outstanding facilities

j. Demand dated 19 June 2007 against OCI by solicitors for Kilang Tin Can Sdn Bhd for sum of RM 124,240.46 for goods sold

k. Makamah Sesyen Shah Alam saman no 52-5420-2007 between Commercial Plastic Industries Sdn Bhd as plaintiff and OCI Plastic & Packaging SDn Bhd and OCI for RM 100,641.57 with interest and costs for goods 
l. Makamah Tinggi Malaya di Kuala Lumpur guaman no D1-22-1478-2007 between Orix Credit Malaysia Sdn Bhd as plaintiff and OCI Plastic & Packaging Sdn Bhd and OCI for RM 386,990.05 as at 16 August 2007 with interest and cost being arrears under hire purchase agreement
m. Section 218 notice dated 26 May 2009 against OCI by solicitors for Momentive Performance Material (Thailand) Ltd for RM USD 231,520.14 for goods 

n. Makamah Sesyen Shah Alam saman no 52-383-2009 between Percetakan Tenaga Sdn Bhd as plaintiff and OCI as defendant for RM 176,067.07 as at 30 October 2007 with interest and cost for goods
o. Mahkamah Tinggi Malaya di Shah Alam sivil no 22-842-2008 between PLC Credit & Factoring Sdn Bhd for RM 3,516,175.46 against OCI under hire purchase agreement

p. Demand dated 14 august 2007 against Bosschem Sdn Bhd by Bayer (Malaysia) Sdn Bhd for RM 217,521.15 for goods

q. Demand dated 11 Jan 2008 against Bosschem Sdn Bhd by solicitors for Mitsui & Co for sum of RM 196,594.36

r. Demand by solicitors for EON Bank to Orgavyl Packaging ndustries Sdn Bhd for RM 3469,570.42 as at 8 July 2007 for outstanding facilities

s. Makamah Tinggi Malay di Kuala Lumpur (Bahagian Dagang ) saman by OCI as applicant under Section 176(10) of the Act whereby pursuant to order dated 21 June 2010, the Court has restrained further proceedings in any action or proceeding against OCI upon the terms specified in the Order. The restraining order expired on 17 Sept 2010 and our solicitors had applied for extension.
13.
Dividend
The Board of Directors did not recommend any interim dividend in respect of the   period to 31 December 2010
14.
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. 

	
	
	6  months ended
31 Dec

	
	
	2010
	
	2009

	
	
	
	
	

	 (Loss)/profit attributable to ordinary equity holder of the parent (RM' million)
	
	      (2.47)
	
	(2.48)

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

	Basic (loss)/profit per share (sen)
	
	      ( 5.74)        
	
	( 5.76 )

	
	
	
	
	


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

The interim financial statements were authorized for  issue by the Board of Directors in accordance with a resolution of the directors on 21 February 2010.

By Order of the Board
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