FABER GROUP BERHAD

(5067-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE QUARTER ENDED 31 DECEMBER 2003.

THE FIGURES HAVE NOT BEEN AUDITED.

I.
CONDENSED CONSOLIDATED INCOME STATEMENT

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	* Preceding period corresponding quarter
	
	Current year to date
	
	* Preceding period corresponding period

	
	
	
	
	31/12/2003
	
	
	
	31/12/2003
	
	

	
	
	
	
	RM’000
	
	
	
	RM’000
	
	

	1.
	(a)
	Revenue
	
	152,237
	
	
	
	560,909
	
	

	
	(b)
	Operating expenses excluding finance cost, depreciation and amortisation, exceptional items and income tax
	
	(151,017)
	
	
	
	(498,467)
	
	

	
	(c)
	Other income 
	
	1,467
	
	
	
	8,452
	
	

	2.
	(a)
	Profit before finance cost, depreciation and amortisation, exceptional items, income tax and minority interests
	
	2,687
	
	
	
	70,894
	
	

	
	(b)
	Finance costs
	
	(11,593)
	
	
	
	(72,689)
	
	

	
	(c)
	Depreciation and amortisation
	
	(13,298)
	
	
	
	(42,013)
	
	

	
	(d)
	Exceptional items
	
	(12,771)
	
	
	
	(426,590)
	
	

	
	(e)
	Loss before income tax and minority interests  
	
	(34,975)
	
	
	
	(470,398)
	
	

	
	(f)
	Share of results of associates
	
	-
	
	
	
	(578)
	
	

	
	(g)
	Loss before income tax, minority interests and after share results of associates
	
	(34,975)
	
	
	
	(470,976)
	
	

	
	(h)
	Income tax
	
	(1,803)
	
	
	
	106
	
	

	
	(i)
	Loss after income tax before adding back / deducting minority interests 
	
	(36,778)
	
	
	
	(470,870)
	
	

	
	(j)
	Minority interests
	
	15,607
	
	
	
	2,098
	
	

	
	(k)
	Net loss attributable to members of the Company
	
	(21,171)
	
	
	
	(468,772)
	
	


The condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2002.

*  As a result of the change in the financial year-end from 30 June to 31 December in 2002, the comparison column of :-

i) The preceding financial period individual and cumulative quarters are not applicable, and therefore have been ignored. 
ii)
The results of the preceding financial period corresponding fourth quarter (period ended 30/6/2002) are attached for information purpose only and not for comparison.

I.
CONDENSED CONSOLIDATED INCOME STATEMENT (Contd.)

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	* Preceding period corresponding quarter
	
	Current year to date
	
	* Preceding period corresponding period

	
	
	
	
	31/12/2003
	
	
	
	31/12/2003
	
	

	
	
	
	
	RM’000
	
	
	
	RM’000
	
	

	3.
	
	Loss per share based on 2(k) above after deducting any provision for preference dividend, if any:-
	
	
	
	
	
	
	
	

	
	
	(a)
	Basic (weighted average ordinary shares for the current quarter : 205,670,395 / year to date : 203,706,169 )
	
	(10.3) sen
	
	
	
	(230.1) sen
	
	

	
	
	(b)
	Fully diluted 
	
	N/A
	
	
	
	N/A
	
	

	                       N/A – Not applicable as the effect is anti-dilutive.

*  As a result of the change in the financial year-end from 30 June to 31 December, the comparison column of :-

i) The preceding financial period individual and cumulative quarters are not applicable, and therefore have been ignored.
ii)
The results of the preceding financial period corresponding fourth quarter (period ended 30/6/2002) are attached for information purpose only and not for comparison.




II.
CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	
	Unaudited
	
	Audited

	
	
	
	As at end of current quarter
	
	As at preceding financial period end

	
	
	
	31/12/2003
	
	     31/12/2002

(as re-stated)

	
	
	
	RM’000
	
	RM’000

	1.
	Property, plant & equipment
	
	983,454
	
	1,427,772

	2.
	Investment in associates
	
	-
	
	18,588

	3.
	Investments
	
	3,752
	
	3,382

	4.
	Investment properties
	
	22,100
	
	22,100

	5.
	Deferred expenditure
	
	6,460
	
	7,279

	6.
	Real Properties
	
	11,343
	
	11,869

	
	
	
	1,027,109
	
	1,490,990

	
	
	
	
	
	

	7.
	Current assets
	
	
	
	

	
	
	Development properties
	
	42,627
	
	49,611

	
	
	Inventories
	
	109,484
	
	111,519

	
	
	Receivables
	
	176,752
	
	143,676

	
	
	Marketable securities
	
	707
	
	359

	
	
	Short term deposits*
	
	55,862
	
	48,201

	
	
	Cash and bank balances*
	
	81,913
	
	74,821

	
	
	
	467,345
	
	428,187

	
	
	
	
	
	

	8.
	Current liabilities
	
	
	
	

	
	
	Bank overdrafts
	
	799
	
	799

	
	
	Payables
	
	229,985
	
	245,364

	
	
	Tax payable
	
	16,644
	
	48,217

	
	
	
	247,428
	
	294,380

	9.
	Net current assets
	
	219,917
	
	133,807

	
	
	
	1,247,026
	
	1,624,797

	10.
	Shareholders’ funds
	
	
	
	

	
	Share capital
	
	207,999
	
	201,556

	
	Reserves
	
	
	
	

	
	
	Share premium
	
	45,983
	
	          39,540

	
	
	Exchange fluctuation reserve
	
	30,925
	
	30,925

	
	
	Revaluation reserve
	
	313
	
	4,229

	
	
	Accumulated losses
	
	(859,470)
	
	(390,698)

	
	Total reserves
	
	(782,249)
	
	(316,004)

	11.
	Irredeemable Convertible Unsecured Loan Stocks (“ICULS”)
	
	140,004
	
	152,890

	
	
	
	(434,246)
	
	38,442

	
	
	
	
	
	

	12.
	Minority interests
	
	72,920
	
	81,002

	13.
	Non-Convertible Redeemable Secured Bonds (“NCRSB”)
	
	252,784
	
	252,784

	14.
	Redeemable Convertible Secured Bonds (“RCSB”)
	
	1,186,062
	
	1,155,189

	15.
	Other long term liabilities
	
	153,792
	
	74,646

	16.
	Deferred taxation
	
	14,594
	
	22,734

	17.
	Preference shares
	
	1,120
	
	-

	
	
	
	1,247,026
	
	1,624,797

	18.
	Net tangible (liabilities) / assets  per share 
	  
	RM       (2.12)
	
	RM         0.15 


The condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2002

*    Cash


Included in the cash, bank balances and short term deposits of the Group is RM25,990,000 maintained under the Housing Development Account in accordance with the  Housing Developers (Housing Development Account) Regulations 1991.

III. CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	
	Unaudited

	
	
	Current 

year to date 

	
	
	31/12/2003

	
	
	RM’000

	
	Net loss before income tax
	(470,976)

	
	Adjustments for non-cash Items:-  
	

	
	- Depreciation and amortisation
	42,013

	
	- Impairment loss
	416,606

	
	- Write back of provision for diminution in value of investments
	(770)

	
	- Provision for shortfall in market price of ICULS
	1,429

	
	- Finance costs
	72,689

	
	- Gain on disposal of associate
	(1,490)

	
	- Write back of fixed assets
	11,566

	
	- Loss on finalisation of project accounts
	1,713

	
	- Provision for diminution in value of development expenditure
	7,130

	
	- Loss on dilution of interest in subsidiaries 
	2,195

	
	- Others
	(961)

	
	Operating profit before changes in working capital
	81,144

	
	Changes in working capital
	

	
	
	Decrease in real properties 
	526

	
	
	Net change in current assets
	(33,741)

	
	
	Net change in current liabilities
	(53,447)

	
	Net cash flows from operating activities
	(5,518)

	
	
	

	
	Investing Activities
	

	
	
	Interest received
	6,117

	
	
	Dividend received
	6

	
	
	Proceeds from sale of property, plant & equipment
	224

	
	
	Proceeds from sale of associate and quoted securities
	19,566

	
	
	Purchase of property, plant & equipment
	(39,705)

	
	
	
	(13,792)

	
	
	
	

	
	Financing Activities
	

	
	
	Repayment of hire purchase obligations
	(48)

	
	
	Proceeds from issuance of shares to minority shareholders
	245

	
	
	Proceeds from issuance of preference share in subsidiary
	1,120

	
	
	Long Term Borrowing
	43,632

	
	
	Dividend paid to minority shareholders by subsidiary
	(10,886)

	
	
	
	34,063

	
	
	
	

	
	Net change in Cash & Cash Equivalent
	14,753

	
	Cash & Cash Equivalent at beginning of period
	122,223

	
	Cash & Cash Equivalent at end of period
	136,976


The condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2002.
No comparatives are shown as the condensed Consolidated Cash Flow Statement was not presented in the preceding period corresponding period.
IV.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	
	Share Capital
	Share Premium
	Exchange

Fluctuation Reserve


	Revaluation

Reserve


	Accumulated Losses
	ICULS
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	

	Balance as at 1 January 2003
	201,556
	39,540
	30,925
	5,447
	(385,684)
	152,890
	44,674

	
	
	
	
	
	
	
	

	Effects of adopting   MASB 25 (Note 1)
	-
	-
	-
	(1,218)
	(5,014)
	-
	(6,232)

	
	
	
	
	
	
	
	

	Restated as at 1 January 2003
	201,556
	39,540
	30,925
	4,229
	(390,698)
	152,890
	38,442

	
	
	
	
	
	
	
	

	Movements during the period (cumulative)
	6,443
	6,443
	-
	(3,916)
	(468,772)
	(12,886)
	(472,688)

	
	
	
	
	
	
	
	

	Balance at end of period
	207,999
	45,983
	30,925
	313
	(859,470)
	140,004
	(434,246)

	
	
	
	
	
	
	
	


The condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Statements for the period ended 31 December 2002.

No comparatives are shown as the condensed Consolidated Statement of Changes in Equity was not presented in the preceding period corresponding period.
V.
NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.
The unaudited condensed consolidated financial statements have been prepared by applying accounting policies and methods of computation consistent with those used in the preparation of the most recent audited financial statements of the Group and comply with MASB 26, Interim Financial Reporting and Appendix 9B of the Listing Requirement of the Malaysia Securities Exchange Berhad (“MSEB”) in the preparation of its financial statements.  


With effect from 1 January 2003, the Group changed its accounting policy with respect to the treatment of deferred taxation in order to conform with the requirements of MASB 25 – Income Taxes, which has become effective for financial periods beginning on or after 1 July 2002.  The adoption of MASB 25 has been dealt with by way of a prior year adjustment, which has given rise to a reduction in shareholders' funds as at 31 December 2002 amounting to RM6.232 million.  Consequently, the net tangible assets per share of the Group has reduced from RM0.19 to RM0.15.


2.
The audit report on the audited financial statements for the financial period ended 31 December 2002 of the Group was qualified on an “except for” basis. The qualification is in relation to the possible impairment loss of the capital work-in-progress amounting to RM245,022,000 of a subsidiary incorporated outside Malaysia, Vimas Joint Venture Company Limited. The capital work-in-progress is in relation to the construction of a hotel, Sheraton Hanoi which has subsequent to the period end recommenced the construction work. The Group also has subsequent to period end secured financing for the construction work of the hotel and as such, believed that the residual value will approximate the net book value upon its completion and adequate cash flows will be generated thereafter. However, the auditors were unable to obtain appropriate audit evidence to determine whether a provision for impairment is required, if any and as such have accordingly qualified their audit report.

3.
The comparative figures under payables and other long term liabilities in the Condensed Balance Sheet have been reclassified to conform with the current year’s presentation as follows :

	
	Unaudited
	
	Audited

	
	As at end of current quarter
	
	As at preceding financial

period end 31/12/2002

	
	31/12/2003
	
	(as re-stated)
	
	(as reported)

	                                                                                                                              Current liabilities : Payables
	237,418
	
	245,364
	
	319,954

	                                                                                                                        Other long term liabilities
	146,359
	
	74,646
	
	56


4(a).
The exceptional items in the results for the current quarter and financial period ended 31 December 2003 are as follows :

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	 Preceding period corresponding quarter
	
	Current year to date 
	
	Preceding period corresponding period

	
	31/12/2003
	
	
	
	31/12/2003
	
	

	
	RM’000
	
	
	
	RM’000
	
	

	Write back of provision for diminution in value of investments
	721
	
	
	
	770
	
	

	Provision for shortfall in ICULS value upon realization [refer to item 11 (d) below]
	-
	
	
	
	(1,429)
	
	

	Impairment loss on hotel properties, write down in value of inventories and certain land held under development properties
	(4,167)
	
	
	
	(416,606)
	
	

	Loss on dilution of interest in subsidiaries 
	(2,195)
	
	
	
	(2,195)
	
	

	Provision for diminution in value of development expenditure
	(7,130)
	
	
	
	(7,130)
	
	

	
	(12,771)
	
	
	
	(426,590)
	
	


4(b).
Income tax consists of:

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding period corresponding quarter
	
	Current year to date
	
	Preceding period corresponding period

	
	31/12/2003
	
	
	
	31/12/2003
	
	

	
	RM’000
	
	
	
	RM’000
	
	

	Malaysian taxation
	
	
	
	
	
	
	

	· current taxation
	(4,526)
	
	
	
	(19,908)
	
	

	· under provision in respect of prior years
	(4,262)
	
	
	
	(5,964)
	
	

	· write-back of prior years tax provision
	-
	
	
	
	18,993
	
	

	· deferred taxation
	6,985
	
	
	
	6,985
	
	

	
	(1,803)
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The disproportionate taxation charge for the Group is principally due to the absence of Group relief for losses suffered by certain subsidiaries.

5. There were no acquisition and / or disposal of unquoted investments and/or properties for the current quarter and financial period ended 31 December 2003 except as stated below :

On 19 May 2003, Faber Group Berhad (“FGB”) announced that Faber Medi-Serve Sdn. Bhd. (“FMS”), a 57%-owned subsidiary of Faber Healthcare Management Sdn Bhd (“FHMSB”), which in turn is a wholly-owned subsidiary of FGB had on the said date entered into a Sale and Purchase Agreement (“SPA”) with Danaharta Hartanah Sdn Bhd (“Hartanah”), a wholly owned subsidiary of Pengurusan Danaharta Nasional Berhad (“Danaharta”) which in turn is a wholly owned subsidiary of Ministry of Finance Incorporated (“MOF”), for the acquisition by FMS of the lease of a piece of land (“Land”) together with a single storey detached factory with a double storey office and ancillary building located at Baling, Kedah for a total cash consideration of RM1,100,000.00.

The proposed acquisition is subject to and conditional upon, inter-alia, approval of the registered proprietor or developer of the Land to the transfer or assignment by Hartanah to FMS of all its rights, title and interest in and to the property. 

6(a).
There were no acquisitions and disposals of quoted securities for the current quarter ended 31 December 2003.

6(b).
Total investments in quoted securities as at 31 December 2003 are as follows:

	
	
	RM’000

	Total investments at cost
	
	816

	Total investments at carrying value/book value (after provisions for diminution in value)
	
	707

	Total investments at market value 
	
	707


7.
For the current quarter ended 31 December 2003, there were no changes in the composition of the Group including business combinations, acquisitions or disposals of subsidiaries and long-term investments, restructuring or discontinued operations except for the subscription of 255,000 ordinary shares of RM1.00 at par value amounting to RM255,000, representing 51% of the equity interest in Sehat Technologies Sdn Bhd ("Sehat"). 

8.
There were no corporate proposals announced but not completed as at the date of this announcement except as stated below:

(a)
On 26 August 1999, FGB announced the proposed winding-up of the following subsidiaries by way of a members’ voluntary winding-up :

Wholly-owned by FGB

Shaybon Sdn Bhd (“Shaybon”), Semangat Holdings Sdn Bhd, Merlin Inn (Melaka) Sdn Bhd, Merlin Inn Muar Sdn Bhd (“MI Muar”), FM Management Services Sdn Bhd and Merlin Travel & Tours Sdn Bhd. 

Wholly-owned by Faber Hotels Holdings Sdn Bhd (“FHH”), which in turn is a wholly-owned subsidiary of FGB

Merlin Highway Inns Sdn Bhd.

Wholly-owned by Mersing Merlin Inn Sdn Bhd, which in turn is  a wholly-owned subsidiary of FHH

Bernam Valley Sdn Bhd.

Wholly-owned by Faber Development Holdings Sdn Bhd, which in turn is a wholly-owned subsidiary of FGB

Faber Development Sdn Bhd. 

In relation to the proposed members’ voluntary winding up, the members of Semangat Holdings Sdn Bhd, Merlin Inn (Melaka) Sdn Bhd, FM Management Services Sdn Bhd, Merlin Travel & Tours Sdn Bhd”), Merlin Highway Inns Sdn Bhd, Bernam Valley Sdn Bhd and Faber Development Sdn Bhd had on 6 October 2003 held their final meeting pursuant to section 272 of the Companies Act, 1965 (“the Act”). The “Form 69 – Return of Liquidator Relating to Final Meeting (“Form 69”)” and “Form 75 – Liquidator’s Account of Receipts and Payments and Statement of the Position in the winding up (“Form 75”)” of the above said companies were lodged to the Companies Commission of Malaysia (“CCM”) and the official Receivers on 13 October 2003. 

Subsequently, the members of Shaybon and MI Muar had on 15 December 2003 held their final meeting pursuant to section 272 of the Act. The Form 69 and Form 75 of the above said companies were lodged to the CCM and the official Receivers on 15 January 2004.

Pursuant to Section 272 (5) of the Act, the above mentioned companies (with the exception of Shaybon and MI Muar) had been dissolved following the expiration of 3 months after the lodgment of the Form 69 while Shaybon and MI Muar shall be dissolved on the expiration of 3 months after the lodgment of the Form 69.  

(b)
On 17 November 2003, FGB announced the entry by FGB into a conditional sale of shares agreement (“SSA”) with Medlux Overseas (Guernsey) Limited (“MOG”), Lee Boon Guan, Hoo Ke Ping @ Hoo Khi Ping and Tan Kar Peng for the acquisition by FGB and MOG of the entire equity interest in Intensive Quest Sdn Bhd (“IQSB”) comprising 500,000 IQSB shares for a total cash consideration of RM17,341,680 (“the Acquisition of IQSB”).

Under the SSA, FGB shall purchase 63% equity interest in IQSB comprising 315,000 ordinary shares of RM1.00 each for a total cash consideration of RM10,925,258 and MOG shall purchase 37% equity interest in IQSB comprising 185,000 ordinary shares of RM1.00 each for a total cash consideration of RM6,416,422.

On 17 November 2003, FGB also announced the acquisition of seven ordinary shares of RM1.00 each in Faber Medi Serve Sdn Bhd (“FMS”) held by Consistent Wisdom Sdn Bhd, a minority shareholder of FMS for a total cash consideration of RM17.50 (“the Acquisition of CWSB’s FMS Shares”). 

On 17 November 2003, FGB also announced the entry by FGB into a conditional settlement deed (“SD”) with FHMSB, FMS, MOG and IQSB, for the settlement of various disputes that have arisen between FGB, FHM, and IQSB, on the one hand, and MOG on the other, concerning the management and operations of FMS (“the settlement with MOG”).

The Acquisition of IQSB is subject to and conditional upon approvals being obtained from the following :-

· the Foreign Investment Committee (“FIC”),

· shareholders of FGB, which was approved at an Extraordinary General Meeting on 15 January 2004

· Board of Directors and shareholders of MOG.

The settlement with MOG is subject to the approval from shareholders of FGB, which was obtained on 15 January 2004.

The settlement with MOG is conditional upon the completion of the Acquisition of IQSB. The Acquisition of IQSB is conditional upon all conditions precedent to the settlement with MOG being satisfied save for the condition in regards to the completion of the acquisition of IQSB.   

Upon the completion of the Acquisition of IQSB and the Acquisition of CWSB’s FMS Shares, FGB would have an effective equity interest of 70.0% in FMS.

(c)
FGB had on 18 November 2003, announced (“First Announcement”) that, based on the unaudited quarterly result of FGB and its subsidiaries (“ FGB Group”) for the financial period ended 30 September 2003 and after taking into consideration the impairment of assets and written down value of inventories and certain land held under development properties, FGB falls under the criteria of Practice Note 4/2001 (“PN4/2001) of the Malaysian Stock Exchange Berhad (“MSEB”) Listing Requirement. 


Further to the First Announcement, Aseambankers Malaysia Berhad (“Aseambankers”), on behalf of FGB had on 18 November 2003 released an announcement outlining the Proposed Restructuring Scheme of FGB (“ the Proposed Restructuring Scheme”) that was detailed in the Information Memorandum dated 19 November 2003 (“IM”) subsequently issued to all the holders of FGB’s All Series Zero Coupon Redeemable Convertible Secured Bonds Due 2000/2005 (“Bondholders”).


The Bondholders had at their meeting (“Bondholders’ meeting”) held on 15 December 2003 approved the Proposed Restructuring Scheme as set out in the IM and as varied by the proposal of certain Bondholders (notification of which was received by FGB on 5 December 2003 and the same was sent by FGB to all the other Bondholders on 5 December 2003). 

Following the above, Aseambankers, on behalf of FGB had subsequently released an announcement (“the Requisite Announcement”) on the entry by FGB and its affected subsidiary companies (“the Subsidiaries”), namely Subang Jaya Hotel Development Sdn Bhd, Langkawi Island Resort Sdn Bhd, Faber Kompleks Sdn bhd, Merlin Labuan Sdn Bhd, Hotel Merlin Cameron Highlands Berhad, Merlin Inn Johor Bahru Sdn Bhd, Faber Plaza Sdn Bhd, Faber Centre Sdn Bhd, Faber Union Sdn Bhd, Faber Healthcare Management Sdn Bhd, Country View Development Sdn Bhd, Faber Grandview Development (Sabah) Sdn Bhd, Hotel Merlin Kuantan Sdn Bhd, Mersing Merlin Inn Sdn Bhd, Faber Hotels Holdings Sdn Bhd and Faber Development Sdn Bhd, Universal Trustee (Malaysia) Berhad and Jeram Bintang Sdn Bhd ("the SPVH Company") into a restructuring deed (“the Restructuring Deed”) in relation to the Proposed Restructuring Scheme for the purpose of giving effect to and implementing the Proposed Restructuring Scheme as detailed below:-

The Proposed Restructuring Scheme comprises the following: 

· Proposed transfer of a selection of FGB's subsidiaries and assets to the SPVH Company;
· Proposed waiver of the accreted yield from the date of issuance to 10 April 2003;
· Proposed novation of FGB's liability under RCSB as at the implementation date and proposed issuance of bonds by the SPVH Company ("the SPVH Bonds") in settlement of such novated liability;
· Proposed issuance of redeemable convertible preference shares and Redeemable Secured Loan Stock to the SPVH Company;
· Proposed acknowledgement of debt and settlement of the balance sum owing by FGB to the SPVH Company amounting to RM51.442 million;
· Proposed management and maintenance arrangements between the SPVH Company and its subsidiaries with FGB; and
· Proposed settlement of the SPVH Bonds amounting up to RM929.460 million. 

Pursuant to Chapter 5, paragraph 5.10 of the Policies and Guidelines on Issue/Offer of Securities, Aseambankers had on 20 January 2004 on behalf of FGB, submitted to the Securities Commission of Malaysia ("SC") for their consideration, the valuation reports on the assets identified for the purpose of the Proposed Restructuring Scheme. Subsequently, on 19 February 2004,  Aseambankers had on behalf of FGB, submitted the application to the SC on the Proposed Restructuring Scheme. 

9. The Group and the Company did not undertake any other issuance and/or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current financial period ended 31 December 2003, except for the issuance of 2,240,000 Irredeemable Convertible Preference Shares (“ICPS”) of RM0.50 each by a subsidiary amounting to RM1,120,000 and the conversion of RM12,886,535 nominal value of 2000/2005 ICULS into 6,443,268 new ordinary shares of RM1.00 each.  
10. The details of Group borrowings and debt securities as at 31 December 2003 are as follows:

	
	Long term borrowings
	Short term borrowings

	
	Secured
	Unsecured
	Total
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Debt securities
	
	
	
	
	
	

	NCRSB
	252,784
	-
	252,784
	-
	-
	-

	NCRSB accrued interest 
	107,978
	
	107,978
	-
	-
	-

	RCSB
	1,186,062*
	-
	1,186,062*
	-
	-
	-

	ICPS
	1,120,000
	
	1,120,000
	-
	-
	-

	Other borrowings
	
	
	
	
	
	

	Domestic – Bank
	-
	-
	-
	-
	799
	799

	TOTAL
	2,666,824
	-
	2,666,824
	-
	799
	799


*
The nominal amount of the RCSB 2000/2005 issued was RM1,561,652,000 and carries a yield to maturity of 10% per annum compounded on semi-annual basis. Included in the RM1,561,652,000 was interest in suspense of RM587,456,000. Subsequent to the redemptions made in the last financial period, the outstanding nominal amount of the RCSB is RM1,523,322,660. The amount shown above is net of interest in suspense of RM337,260,286. On 10 April 2003, the RCSB holders have approved the termination of further accrual of yield and hence, the accreted value of the RCSB is fixed as at the said date.

11. There were no changes in the contingent liabilities as at the date of this announcement since the preceding financial period ended 31 December 2002 except for the following :   

(a) Increase in claim for alleged wrongful termination of employment contract by RM105,732.

(b) Decrease in claim for alleged late delivery or late issue of certificate of fitness by RM34,009.

(c) Decrease in claim for alleged non payment of debts by RM13,133.

(d) On 23 August 2000, the Company entered into an agreement with Sheraton Overseas Management Corporations (“SOMC”) to settle management fees amounting to RM7.2 million owing by its subsidiaries to SOMC.


11,300,000 ICULS were issued to SOMC for the settlement of the prior years’ management fees.  Under the agreement, SOMC is entitled to dispose of ICULS to recover the management fees of RM3.6 million by 31 August 2002 and the remaining RM3.6 million by 31 August 2003.  Specifically, SOMC shall be entitled to dispose :

(i) after 1 September 2002, such amount of ICULS required to realise RM3.6 million of the management fees subject to a maximum of 60% of the ICULS 

(ii) after 1 September 2003, the remaining ICULS

Any shortfall in (i) and (ii) above shall be reimbursed by FGB.


As of 30 June 2002, a provision of RM2,380,229 was made for the shortfall in (i) above. On 18 November 2002, FGB and SOMC agreed to vary the above terms whereby out of the RM3.6 million due by 31 August 2002, RM1.98 million was settled in cash and the remaining RM1.62 million to be settled in ICULS and/or cash by 31 August 2003. Pursuant to the revised terms, SOMC shall not dispose any part of the 11,300,000 ICULS for the purpose of settling the new total sum of RM5.22 million until its due date i.e. 31 August 2003.  

As of 30 June 2003, a further provision of RM1,428,529 was made for the shortfall in (ii) above.

As at to date, SOMC has yet to dispose the ICULS and as a result, FGB has yet to settle the difference between ICULS proceed and the RM5.22 million. 

12.
There were no financial instruments with off-balance sheet risks as at the date of this announcement.
13.
The Company and its subsidiaries have no outstanding material litigation as at the date of this announcement except as disclosed below:

(i) Nova Hill Sdn Bhd (“NHSB”) vs. Faber Union Sdn Bhd (“FUSB”) (KLHC Suit No. S7(S1)S4-22-379-1992)


A dispute between FUSB, a wholly-owned subsidiary of Faber Development Holdings Sdn. Bhd. (“FDHSB”) which in turn is a wholly-owned subsidiary of FGB, the defendant, which is the seller of the land under HS (D) 4764 P.T. 1834 which is now described as Geran 10869 Lot 35283, Mukim and District of Kuala Lumpur (the "Faber Land") and NHSB, the plaintiff, which is the buyer of the Faber Land, in respect of an alleged wrongful termination of the sale of the Faber Land for the proposed development of Casa Palma Condominium.  The claim made by the plaintiff on 22 July 1992 was for a total sum of RM26,178,880.


FUSB’s solicitors are of the opinion, on the basis of the documents made available and the facts made known to them, that the circumstances of the case suggest that there was no contract concluded between FUSB and NHSB.


In the meantime, the Company’s lawyers has filed an application for security for cost on the grounds that NHSB is a nominal company and has not shown any evidence that it would be able to satisfy an order of cost if the decision is in favour of FUSB. The court took cognisance that our application for security for cost has to be heard before the commencement of the trial. The Court dismissed our application for security for cost with no order to cost. Thereafter on 24 September 2002 the trial date from 14 - 17 October 2002 was vacated to 21 - 23 October 2002 and was again fixed to continue the trial on 7 and 8 November 2002. On 8 November 2002, the Plaintiff’s case was concluded, whilst the Defendant’s (FUSB) case began on 27 and 28 January 2003, and continued with the witness on 24th June and 21st July 2003. The Learned Judge directed both parties to file their respective submission by 6 October 2003 and due to the plaintiff’s response to the defendant’s submission, a reply was filed on 22 October 2003. The Judge heard submissions on 11th December 2003 and was fixed for decision on 12thJanuary 2004 of which was adjourned to 14th January 2004 wherein the Plaintiff’s claim was dismissed with cost.

(ii) Medlux Overseas (Guernsey) Limited (“MOG”) vs. FGB  (KLHC Suit No. D6-26-50-99)

MOG, a minority shareholder of FMS, has lodged two separate minority oppression petitions against FMS, its directors and its majority shareholder, FGB and Faber Healthcare Management Sdn. Bhd. (“FHM”) as respondents.  The first petition (“First Petition”) was filed on 2 December 1999.  The petition made a number of allegations of unfairness and minority oppression towards MOG.  MOG also obtained an ex-parte injunction restraining FMS from paying out the 1999 dividend to all its shareholders.  MOG alleged that the distribution was unfairly prejudicial towards MOG because the Class B shareholder, Intensive Quest Sdn Bhd (“IQSB”) was to receive the dividend based on the par value of its shares and not in proportion to the paid up amount.  On 17 December 1999, all the respondents including IQSB entered into a consent order (“Consent Order”).  The Consent Order allowed the payment of dividends to class A shareholders (MOG and FGB) in full, and payment to IQSB of a sum proportionate to the paid up amount.  The balance of IQSB’s dividend was placed in an interest bearing fixed deposit account in the names of stakeholders pending the hearing and disposal of the inter-partes hearing of MOG’s injunction application.  FMS had meanwhile called for an EGM to consider and if thought fit approve the year 2000 dividend.  Before the EGM could proceed, MOG applied for a second injunction 

restraining FMS from paying the year 2000 dividend on the same basis, namely that the payment to IQSB of the dividend on the par-value of its shares was unfair to the class A shareholders.  On 28 November 2000, the High Court granted an interim injunction pending the inter-partes hearing and disposal of MOG’s application.  On 18 April 2001, the High Court dismissed both MOG’s injunction applications but granted a stay of one month on payment out of the dividends to allow MOG to appeal to the Court of Appeal and for MOG to apply for a stay. On 16 May 2001, the Court of Appeal heard MOG’s separate applications for an order restraining payment in respect of IQSB’s balance portion of the 

1999 dividend and the whole of the proposed Year 2000 dividends respectively.  With the consent of all parties, any dividend payable to IQSB on the unpaid amount of its shares should be deposited with stakeholders pending the disposal of MOG’s appeal on 7 June 2001.  All other dividends were to be paid out.  On 7 June 2001, the Court of Appeal dismissed MOG’s appeals.  The Court of Appeal granted a stay on the payment of IQSB’s portion of the dividend being held by stakeholders pending MOG’s application for leave to appeal to the Federal Court.  If the Federal Court grants leave to appeal, MOG will seek a stay in the same terms as granted by the Court of Appeal pending the hearing and disposal of its appeal to the Federal Court. On 28 January 2002, the Federal Court dismissed MOG’s Appeal and therefore maintaining the High Court decision on 18 April 2001. Therefore the petition was fixed for case management on the 30 July 2002. However on the said date, the Court decided that the case management will only be heard upon hearing FGB’s appeal against Senior Assistant Registrar’s decision in allowing the amendments to the First Petition as described in the third paragraph below.

MOG also filed a separate petition (“Second Petition”) against FMS, its directors, its majority shareholder FGB and IQSB, arising out of the removal, by resolution of the board of FMS, of MOG’s alternate director on the FMS board, one Paul Edward Hauser.  On 28 September 2000, the High Court granted an ex-parte interim injunction restraining FMS from implementing the resolution for Mr Paul Edward Hauser’s removal until the conclusion of inter-parties hearing of MOG’s application.  MOG’s application has come up for hearing inter-partes several times but it has not yet been disposed of, and consequently a holding-over injunction has in the meantime been granted until the application is disposed of.  The Chief Judge of Malaya has directed that the First Petition and the Second Petition be heard together.

In addition, MOG also applied on 22 February 2001 to amend the First Petition to inter alia include Tan Sri Dato Halim Saad (“10th respondent”) and Propel Johnson Controls (M) Sdn Bhd (“11th respondent”) as parties to the First Petition. On 25 June 2001, after several hearings, and after reserving her decision, the Senior Assistant Registrar allowed the amendments to the First petition. 

FGB has filed an appeal to the Judge in chambers on the decision of the Senior Assistant Registrar in allowing the amendments including the 10th and 11th respondents and the said appeal was heard on 20 September 2002. The 10th respondent’s counsel commenced submission but due to insufficient time, the same was adjourned to 5 November 2002, whereby the 11th respondent’s application to set aside the amended petition will also be heard before hearing our appeal against the order amending the petition on the said date. On 5 November 2002, the 10th respondent’s counsel completed their submission and the petitioner’s counsel also submitted in reply. Due to insufficient time, the 10th respondent’s counsel was unable to commence his submission in reply and the same was adjourned to 6 January 2003.  The matter came up on 6th January 2003 on the 10th respondent’s application (enclosure 48) of which was fixed for decision on 7th February 2003. The Judge on 7th February 2003 dismissed (enclosure 48) i.e. Tan Sri Dato Halim Saad’s application with cost and fixed the hearing of (enclosure 52) the 11th respondent’s application on the 5th August 2003. On 20th August 2003, the Judge heard submission from both petitioners and the 11th respondent’s counsel, and has dismissed the application with cost. As for FGB’s application against the order amending the petition to include the 10th and 11th respondent, which was fixed for mention on 17th September 2003 was withdrawn at the advise of our lawyers. This is in view of our application being identical with the application made by the 10th and 11th respondent. This petition is fixed for case management on 2 December wherein vacated to 8th March 2004 to enable the respondents to file affidavits in reply to the petition.

14.
Segment information for the current financial period to 31 December 2003 is as follows:

	
	Revenue
	
	Profit/(Loss) before tax
	
	Total assets

	
	RM’000
	
	RM’000
	
	RM’000

	By industry segment
	
	
	
	
	

	Property
	51,881
	
	(9,022)
	
	251,231

	Hotel
	131,769
	
	(499,653)
	
	945,435

	Healthcare
	376,742
	
	44,414
	
	254,575

	Corporate Office & Others
	517
	
	(6,715)
	
	43,213

	
	560,909
	
	(470,976)
	
	1,494,454


15.
The Group’s revenue for the current quarter increased by RM17.6 million or 13.1% to RM152.2 million from RM134.6 million in the preceding quarter. The Healthcare and Property Divisions recorded a revenue of RM88.2 million (preceding quarter : RM88.1 million) and RM26.1 million (preceding quarter : RM10.4 million) respectively coupled by the Hotel Division that recorded a revenue of RM37.5 million (preceding quarter : RM36.1 million).

The Group’s loss before taxation for the current quarter was lower by RM369.7 million or 91.4% to RM35.0 million as compared to the preceding quarter. The Hotel Division recorded a lower loss before taxation of RM31.3 million (preceding quarter : Loss of RM409.8 million) whilst Property Division recorded a lower loss of RM4.6 million (preceding quarter : Loss of RM7.6 million). Likewise, Corporate Office and other divisions recorded a total loss of RM1.7 million (preceding quarter : Loss of RM3.7 million). Healthcare Division on the other hand, recorded a lower profit of RM2.6 million as compared to RM16.4 million profits recorded in the preceding quarter. The lower losses recorded as compared to the preceding quarter, was mainly a result of the impairment on hotel properties arising from valuation pursuant to the Group’s policy to appraise the hotel properties every 3 years, write down in value of inventories and certain land held under development properties to its net realizable value.  
16.
Review of Performance for the Current Quarter and Year

Current Quarter

The Group’s revenue for the quarter under review was RM152.2 million of which the Healthcare Division contributed RM88.2 million or 57.9%. The Hotel Division recorded average occupancy of 64.5% and contributed RM37.5 million or 24.6% of Group Revenue whilst for the Property Division contributed RM26.1 million or 17.1% of Group Revenue.  

The Group reported a loss before taxation of RM35.0 million. This was due to the Hotel Division and Property Division that reported a loss before taxation of RM31.3 million and RM4.6 million of which RM10.9 million in the Hotel Division was due to interest expense on NCRSB. The Healthcare Division however recorded a profit before taxation of RM2.6 million, attained primarily due to the profits recognized from the variation order works as well as the positive contribution from Reimbursable Works.


Current Year-to-date

The Group’s revenue for the year was RM560.9 million. The Healthcare Division contributed RM376.7 million or 67.2% of the Group’s revenue. The Hotel Division on the other hand being affected by the global economic slowdown coupled with the negative impact on travel due to the Severe Acute Respiratory Syndrome (“SARS”) outbreak, recorded average occupancy of 60.8% and contributed RM131.8 million or 23.5% of Group Revenue for the year under review. The revenue of RM51.9 million or 9.3% achieved by the Property was through the proceeds from sale of land, as well as progress billings of various property development projects in the year under review.  

The Group reported a loss before taxation of RM471.0 million as a result of the losses reported by the Hotel and Property Division of RM499.7 million and RM9.0 million respectively, of which RM416.6 million was due to the imputation of impairment losses and write-down in value coupled by a further RM72.0 million in the Hotel Division due to interest expense arising from borrowings to finance the construction of the hotels. The Healthcare Division on the other hand reported a profit before taxation of RM44.4 million.

17.
In the opinion of the Directors, there are no items, transactions or events of a material and unusual nature, which have arisen from 31 December 2003 to the date of this announcement and which would substantially affect the financial results of the Group and of the Company for the year ended 31 December 2003.

18.
The Group’s operations are not materially affected by any seasonal or cyclical factors.

19. Prospects for the Current Year

The Healthcare Division is expected to maintain its profitability whilst the Property Division is expected to register improved profits due to the billings from projects launched at the end of 2002. The Hotel Division is expected to continue to register losses notwithstanding the opening of the Sheraton Hanoi during the year. Overall, the Group’s performance is dependent on the successful completion of its debt-restructuring scheme; where the hotel properties, with the exception of Sheraton Hanoi, will be transferred to a special purpose vehicle company. The initiative for the debt restructuring has already commenced, and the process is being put in place.
20.
No commentary is made on any variance between actual profit against forecast profit, as it does not apply to the Group.

21. The Directors do not recommend the payment of an interim dividend for the current year ended 31 December 2003. 

(2002 : Nil).

22. The valuations of the property, plant and equipment have been brought forward without amendments from the previous annual financial statements except for the adjusted impairment losses on the assets. 

	
	
	By Order of the Board

	
	
	GWEE OOI TENG

	Kuala Lumpur
	
	MAICSA 0794701

	25 February 2004
	
	Secretary
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