REKAPACIFIC BERHAD (7611-M)

NOTES TO THE UNAUDITED RESULTS FOR THE PERIOD ENDED 31 JULY 2004
DISCLOSURE REQUIREMENTS UNDER MASB 26

1. 
ACCOUNTING POLICIES
The quarterly financial statements have been prepared in accordance with approved accounting Standards of the Malaysian Accounting Standards Board (MASB) 26, Interim Financial Reporting and Part A, Appendix 9B of the Listing Requirements of the Kuala Lumpur Stock Exchange ("KLSE"). 

The quarterly financial report should be read in conjunction with the Company’s audited financial statements for the year ended 30 April 2003.

The accounting policies and methods of computation followed in these quarterly financial statements are the same as those in previously released financial statements.
 2. AUDIT QUALIFICATION

The audited report of the Company for the financial year ended 30 April 2003 was qualified.  An excerpt of the Report of the Auditors is reproduced as follows:

"During the course of the audit, the following matters came to our attention

(i) As disclosed in Note 1 of the financial statements, the Company’s listed status remains in question as a final decision on its substantive judicial review action against the SC and the KLSE has yet to be determined by the High Court of Malaya at Kuala Lumpur. The going concern of the Group and the Company are in great doubt as the Group and the Company have not been able to continue with its plan to restructure and regularize its critical financial condition.

(ii) As disclosed in Note 12 of the financial statements, there were unidentified creditors of RM138 million and RM44 million for the Group and Company respectively for acquisition of investment during the year ended 30 April 1998.  
(iii) As disclosed in Note 13 of the financial statements, we are unable to confirm the amount owed to securities firms by the Group and Company for share margin financing of RM1.5 billion and RM1.3 billion (principal plus accrued interests) respectively. These claims by securities firm are pending before the court.

(iv)
The Group and the Company had accumulated losses of RM2.3 billion and RM2.0 billion respectively for the financial year ended 30 April 2003. As at that date, the net current liabilities of the Group and the Company amounted to RM1.8 billion and RM1.5 billion respectively and their shareholders’ fund were in deficit of RM1.7 billion and RM1.5 billion respectively. As at 30 April 2003, short term borrowings of the Group and of the Company amounted to RM1.5 billion and RM1.3 billion respectively. 


With such huge deficit in shareholders’ fund and working capital plus massive short term borrowings, the Group and the Company are insolvent.

(v)
Included in the consolidated financial statements are subsidiaries’ results and net liabilities, which were subject to qualification as disclosed in Note 5(c) to the financial statements. As disclosed in Note 5(d) to the financial statements, certain subsidiaries’ financial statements have not been consolidated in the consolidated financial statements of the Group because the financial statements of these subsidiaries are not available for the purpose of consolidation. 


We are unaware of the financial implication for non-consolidation of the results of subsidiary companies

All above factors raise substantial doubt on the appropriateness of preparing the financial statements of the Group and the Company on going concern basis.  If the Group and the Company are not able to continue as a going concern, adjustments would have to be made to reduce the value of assets to their recoverable amounts, provide for any further liabilities which might arise and to reclassify non-current assets as current assets. 

In view of the significance of the above matters, we are unable to express an opinion as to whether:

i. the financial statements have been prepared in accordance with the provisions of the Companies Act, 1965 and applicable Approved Accounting Standards in Malaysia so as to give a true and fair view of:

(i) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements; and

(ii) the state of affairs of the Group and of the Company as at 30 April 2003 and of the results and cash flows of the Group and of the Company for the financial year ended on that date;  

and

(b)
In our opinion, however the accounting records and the registers required by the Companies Act 1965 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 said Act.

The subsidiaries in respect of which we have not acted as auditors are identified in Note 26(a) to the financial statements and they were not audited.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the Company’s financial statements are in form and content appropriate and proper for the purposes of the preparation of the consolidated financial statements and we have received satisfactory information and explanation required by us for those purpose except as stated above.

The auditors’ reports on the financial statements of the subsidiaries were not subjected to any qualification made under Section 174(3) of the Act except as disclosed in Note 5(c) of financial statements.

3.
SEASONAL OR CYCLICAL FACTORS 

There are no major seasonality or cyclicality in the Group’s operations.

4.
UNUSUAL ITEMS AFFECTING THE FINANCIAL STATEMENTS

There were no items affecting assets, liabilities, equity, net income or cash flows during the financial period under review that are unusual because of their nature, size or incidence.
5. 
CHANGES IN ACCOUNTING ESTIMATES

There were no material changes in accounting estimates used in the preparation of the financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year.
6.
CAPITAL ISSUES AND DEALINGS IN OWN SHARES


There has been no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the period under review.
7.
DIVIDENDS PAID

No dividends have been paid, declared, or proposed since the end of the preceding quarter.

8.
SEGMENTAL REPORTING

Three months period as at 31 July 2004

	 Analysis by activity – Group     
	Turnover

Turnover
	
	Profit/(loss)
	
	Assets employed

	
	
	
	before tax
	
	Employed

	
	RM’000
	
	RM’000
	
	RM’000

	Property investment and development 
	15
	
	(205)


	
	7,829

	Marketing of consumer products
	0


	
	0
	
	0 

	Leasing, factoring and share financing
	0 
	
	0 
	
	0 

	Investment holding and others
	0
	
	(60,614)
	
	11,392

	
	15
	
	(60,819) 
	
	19,221


No segmental information is provided on geographical basis as the Group’s activities are conducted primarily in Malaysia.
9.
VALUATIONS 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.
MATERIAL SUBSEQUENT EVENTS

Since the date of the last report, there has been no material subsequent events.
11. COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current quarter and financial year to date, including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

12. CHANGES IN CONTINGENT LIABILITIES


There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date.

ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS

1. 
REVIEW OF PERFORMANCE

For the Group, loss attributable to shareholders was RM60.8 million for the final quarter ended 31 July 2004.  

Group losses for the quarter are substantially due to the accrued interest expense of RM60.7 million on the outstanding short term borrowings.  The slight increase in finance costs as compared to the preceding year’s quarter (July 2003: RM60 million) is due to the compounding nature of interests on principal for the Group’s short term borrowings.

All accumulated interests are targeted to be restructured via a Proposed Restructuring Scheme, of which the terms, the majority of creditors have agreed in principle.  However, the said scheme can only be implemented if the Company’s listed status is retained.

2. 
VARIANCES FROM PROFIT FORECAST AND PROFIT GUARANTEE 

The Company did not make a profit forecast for this quarter and therefore comments on variances with forecast profit are not applicable.

3.
CURRENT YEAR PROSPECTS 

The Company commenced judicial review proceedings against the Securities Commission and Bursa Saham Malaysia Berhad (“the Exchange”), formerly known as the Kuala Lumpur Stock Exchange, in December 2001. The action was taken in respect of the decision of the Securities Commission and the Exchange to de-list the Company from the Official List due to breaches of financial reporting obligations (“the First De-listing”). The matter is pending before the courts.  


Due to nature and complexity of the said court proceedings, it is expected to take considerable time before the matter is resolved.  In the meantime, the Company will continue to perform mainly administrative functions.  

4.
VARIANCE BETWEEN ACTUAL PROFIT AND FORECAST PROFIT

Not applicable.
5.
TAXATION


There is no provision for tax as the Group is reporting a loss for the quarter under review.

6.
SALE OF INVESTMENTS AND PROPERTIES

Details of disposal of machinery during the period are as follows:


         Detail



     NBV
Sales Proceeds


a)
Caterpillar  EL240B Hys (Excavator)
RM43,000.00
RM37,500.00

The vehicle listed above was in a deplorable condition and not in working condition.  

7. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

a)
There were no purchases or disposals of quoted securities for the period under review.

b)
Total investments in quoted shares as at 31 July 2004 are as below:


                                                       

 RM’000


At cost
    605,885


Provision for cost of investment
   



transferred to third party
    (23,240)


Provision for diminution
   (575,884)

At carrying value

    7,348



Investment at market value
          8,736__

8.
STATUS OF CORPORATE PROPOSALS

The Company has not been able to continue with its plan to regularize its financial condition via a proposed corporate and debt restructuring exercise (‘the Proposed Restructuring Scheme’) as its listed status remains in question. 

9. 
GROUP BORROWINGS AND DEBT SECURITIES

There are no debt securities as at end of the reporting period.  Total group borrowings denominated in Ringgit Malaysia as at 31 July 2004 are as follows:



  RM’000

Secured
Term loans – short term

        586

Margin finance – short term
 
1,790,880



1,791,466

Unsecured 

Bank overdrafts – short term
         3,313    








      1,794,779
10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


There are no financial instruments with off balance sheet risk as at the date of this report.
11. CHANGES IN MATERIAL LITIGATION

1. In relation to the Company's judicial review action against the Exchange and the Securities Commission in the matter of the First De-listing, the developments are:-

i. On 5 April 2004, the Exchange filed an application for clarification of the Stay Order dated 24 December 2001. The application is fixed for hearing on 7 October 2004

ii. On 9 June 2004, the Exchange further filed an application to strike out the Company's judicial review proceedings. The application is fixed for hearing on 7 October 2004. 

2. On 5 May 2004, the Company filed an application for leave to institute judicial review proceedings against the Exchange in respect of its decision to de-list the Company from the Official List due to failure to regularize its financial condition (“the Second De-listing”). The application is pending before the courts. 

12. DIVIDEND

No interim nor final dividend has been recommended by the Board of Directors.
13. BASIC EARNINGS PER SHARE

As at 31 July 2004, loss per share for the quarter of 11.86 sen (31 July 2003 : loss of 11.78 sen) has been calculated based on the loss attributable to shareholders of RM60.8 million (31 July 2003 : RM60.4 million) and on the weighted average number of ordinary shares in issue during the financial period under review of 512,796,000 (31 July 2003 : 512,796,000) shares.


As at 31 July 2004, the Company reflects a negative NTA of RM4.01 per share which is gradually increasing from the negative NTA of RM3.89 per share reflected in the preceding financial year ended 30 April 2004.
By Order of the Board

For REKAPACIFIC BERHAD

TAN GIM TUAN

Executive Director

Kuala Lumpur

30 September 2004
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