Kilang Papan Seribu Daya Berhad. ("KPSD" or the "Company") is a PN4 Company currently listed on the Second Board of Bursa Malaysia. A restructuring scheme was subsequently formulated and approved in accordance to the Pengurusan Danaharta Nasional Berhad Act, 1998.


The Securities Commission in granting their approval to the restructuring scheme of KPSD (which includes the transfer of listing status to West Coast Forest Industries Berhad) imposed a requirement for KPSD to appoint an experienced independent audit firm to carry out an investigative audit on the past losses incurred by the KPSD group. The Company is required to take the necessary steps to recover the losses incurred by the KPSD group. Furthermore based on the findings of the investigative audit, KPSD is required to make reports to the relevant authorities if it is established that there have been breaches of law, regulations, guidelines and/or KPSD's memorandum and articles of association that are related to the board of Directors of KPSD and/or any other parties that have caused the said losses of the KPSD group.


In compliance with the Securities Commission's requirement, the Company appointed Messrs Anuarul Azizan Chew & Co ("AAC") on 26 February 2002 to carry out an investigative audit. On 31 October 2003, two copies of the investigative audit reports issued by AAC were submitted to the Securities Commission in accordance with their requirements.


This announcement is made in accordance with the requirements of the Securities Commission following their approval of the restructuring scheme of KPSD dated 28 December 2002.

Summary of Findings of Investigative Audit

a. Summary of Transactions Investigated

AAC investigated the transactions entered into by the KPSD group during the period of review, i.e. 1 February 1997 to 31 January 2002, that gave rise to the losses of approximately RM169.92 million. A summary of transactions investigated by AAC is detailed below: 

	Category
	Losses Recorded In Period of Review

RM’million
	Nature of Transactions
	Company Involved

	Transactions with third parties which resulted in material losses during the period of review
	85.49

49.94

18.73

11.98

3.78
	Finance cost
	KPSD 

	
	
	Depreciation of property, plant and equipment
	KPSD

	
	
	Property, plant and equipment written off
	KPSD

	
	
	Finance cost
	KPSD’s subsidiary

	
	
	Depreciation of property, plant and equipment
	KPSD’s subsidiary

	Transactions with potential breaches and irregularities which did not cause any financial loss
	-
	Acquisition of Resofocus Corporation Sdn Bhd
	KPSD

	
	
	Purchase of property, plant and equipment
	KPSD

	
	
	Discrepancies between the invoices presented to the banks for the drawdown of bankers acceptance and Al-Murabahah Working Capital Financing and the actual amount of logs received. 
	KPSD

	
	
	Discrepancies between the invoices presented to the banks for the drawdown of Al-Murabahah Working Capital Financing and the actual amount of logs received.
	KPSD’s subsidiary

	Total Losses
	169.92
	
	


b. Summary of Potential Breaches 

The potential breaches in law, regulations, guidelines and/or the memorandum and articles of association of KPSD by KPSD board of directors and/or its management during the period of review, as identified in the investigative audit report, are summarised below:

	Nature of Potential Breaches
	Party(ies) Responsible
	Potential Breaches in

	
	
	M&A
	CA
	SBLR

( Note 1)
	Penal Code

	Shareholders’ approval in general meeting has not been obtained for the proposed acquisition of Resofocus Corporation Sdn Bhd despite the aggregate value of the purchase consideration exceeded 25% of the net tangible assets of KPSD. This has contravened the KLSE SB LR.
	KPSD Board of Directors
	
	
	√
	

	Shareholders’ approval in general meeting has not been obtained for the purchase of particle board plant for a purchase consideration of USD7.24 million despite the value of the assets exceeded 25% of the total assets of KPSD. This has contravened the KLSE SBLR.
	KPSD Board of Directors
	
	
	√
	

	Discrepancies between the invoices presented to the banks for the drawdown of bankers acceptance and Al-Murabahah Working Capital Financing and the actual amount of logs received.
	KPSD Board of Directors
	
	√
	
	

	Discrepancies between the invoices presented to the banks for the drawdown of Al-Murabahah Working Capital Financing and the actual amount of logs received.
	Subsidiary’s Board of Directors
	
	√
	
	


BA
- Bankers Acceptance

Al-MWCF 
- Al-Murabahah Working Capital Financing

FY
- Financial year

M&A 
- Memorandum and articles of association of KPSD and/or its subsidiaries

CA
- Companies Act 1965

KLSE
- Kuala Lumpur Stock Exchange (now Bursa Malaysia)

SBLR
- Second Board Listing Requirements

Conclusion

The Company and its Board of Directors will carry out a review of the investigative report and make the necessary reports to the relevant authorities of the potential breaches, where reports have not already been made and also consider the appropriate recovery action for the losses highlighted in the investigative audit.

