FABER GROUP BERHAD

(5067-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE SECOND QUARTER ENDED 30 JUNE 2004.

THE FIGURES HAVE NOT BEEN AUDITED.

I.
CONDENSED CONSOLIDATED INCOME STATEMENT

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	Preceding year corresponding quarter
	
	Six    months to
	
	Six     months to

	
	
	
	
	30/06/2004
	
	30/06/2003
	
	30/06/2004
	
	30/06/2003

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

	1.
	(a)
	Revenue
	
	139,936
	
	141,777
	
	291,492
	
	274,072

	
	(b)
	Operating expenses 
	
	(121,555)
	
	(125,570)
	
	(241,224)
	
	(238,718)

	
	(c)
	Other operating income 
	
	2,997
	
	3,381
	
	4,714
	
	5,375

	
	(d)
	Profit from operations
	
	21,378
	
	19,588
	
	54,982
	
	40,729

	
	(e)
	Finance costs
	
	(14,173)
	
	(13,122)
	
	(25,983)
	
	(50,753)

	
	(f)
	Depreciation and amortization
	
	(12,534)
	
	(9,475)
	
	(23,375)
	
	(19,234)

	
	(g)
	Provision for diminution in investment
	
	(122)
	
	(1,395)
	
	(314)
	
	(1,459)

	
	(h)
	Reserve arising on consolidation of subsidiary
	
	4,414
	
	                -
	
	4,414
	
	            -

	
	(i)
	Profit / (Loss) before investing results
	
	(1,037)
	
	(4,404)
	
	9,724
	
	(30,717)

	
	(j)
	Share of results of associates
	
	            -
	
	76
	
	            -
	
	(578)

	
	(k)
	Profit / (Loss) before income tax and minority interests
	
	(1,037)
	
	(4,328)
	
	9,724
	
	(31,295)

	
	(l)
	Income tax
	
	(4,518)
	
	13,476
	
	(11,896)
	
	9,828

	
	(m)
	Profit / (Loss) after income tax before deducting minority interests 
	
	(5,555)
	
	9,148
	
	(2,172)
	
	(21,467)

	
	(n)
	Minority interests
	
	(2,710)
	
	(4,546)
	
	(7,832)
	
	(8,289)

	
	(o)
	Net profit/(loss) attributable to members of the Company
	
	(8,265)
	
	4,602
	
	(10,004)
	
	(29,756)


	
	
	
	
	
	
	
	
	
	
	

	2.
	
	Loss per share based on 1(o) above:-
	
	
	
	
	
	
	
	

	
	
	(a)
	Basic (based on 2004 weighted average of: 210,519,835/210,031,136 [2003: 202,375,601 / 202,946,251] ordinary shares)
	
	(3.9) sen
	
	2.3 sen
	
	(4.8) sen
	
	(14.7) sen

	
	
	(b)
	Fully diluted (based on2004: 984,740,348 [2003: 987,509,192] enlarged ordinary shares)
	
	(3.9) sen
	
	0.7 sen
	
	(4.8) sen
	
	(14.7) sen

	


The condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.

II.
CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	
	Unaudited
	
	Audited

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

	
	
	
	30/06/2004
	
	     31/12/2003



	
	
	
	RM’000
	
	RM’000

	1.
	Property, plant and equipment
	
	981,335
	
	983,680

	
	
	
	
	
	

	2.
	Investments
	
	3,581
	
	3,699

	3.
	Investment properties
	
	22,100
	
	22,100

	4.
	Deferred expenditure
	
	6,051
	
	6,460

	5.
	Real properties
	
	3,092
	
	9,812

	
	
	
	1,016,159
	
	1,025,751

	
	
	
	
	
	

	6.
	Current assets
	
	
	
	

	
	
	Development properties
	
	46,056
	
	42,357

	
	
	Inventories
	
	109,741
	
	109,544

	
	
	Receivables
	
	114,225
	
	156,269

	
	
	Marketable securities
	
	456
	
	707

	
	
	Short term deposits*
	
	51,818
	
	69,070

	
	
	Cash and bank balances*
	
	104,763
	
	72,571

	
	
	
	427,059
	
	450,518

	
	
	
	
	
	

	7.
	Current liabilities
	
	
	
	

	
	
	Bank overdrafts
	
	797
	
	799

	
	
	Payables
	
	173,278
	
	198,806

	
	
	Tax payable
	
	17,052
	
	16,187

	
	
	
	191,127
	
	215,792

	8.
	Net current assets
	
	235,932
	
	234,726

	
	
	
	1,252,091
	
	1,260,477

	9.
	Shareholders’ funds:
	
	
	
	

	
	   Share capital
	
	210,580
	
	207,999

	
	   Reserves:
	
	
	
	

	
	
	Share premium
	
	48,563
	
	45,983

	
	
	Exchange fluctuation reserve
	
	30,993
	
	30,925

	
	
	Revaluation reserve
	
	314
	
	314

	
	
	Accumulated losses
	
	(869,473)
	
	(859,469)

	
	   Total reserves
	
	(789,603)
	
	(782,247)

	
	   Irredeemable Convertible Unsecured Loan Stocks (“ICULS”)
	
	134,843
	
	140,004

	
	Total shareholders’ funds
	
	(444,180)
	
	(434,244)

	
	
	
	
	
	

	10.
	Minority interests
	
	67,034
	
	73,396

	11.
	Non-Convertible Redeemable Secured Bonds (“NCRSB”)
	
	252,784
	
	252,784

	12.
	Redeemable Convertible Secured Bonds (“RCSB”)
	
	1,180,354
	
	1,186,062

	13.
	Other long term liabilities
	
	181,721
	
	166,993

	14.
	Deferred taxation
	
	13,258
	
	14,366

	15.
	Irredeemable Convertible Preference Shares (“ICPS”)
	
	1,120
	
	1,120

	
	
	
	1,252,091
	
	1,260,477

	16.
	Net tangible liabilities per share 
	  
	        (RM2.14)
	
	        (RM2.12) 


The condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.

*    Cash


Included in the cash, bank balances and short term deposits of the Group is RM43,255,000 (2003 : RM22,282,000) maintained under the Housing Development Account in accordance with the  Housing Developers (Housing Development Account) Regulations 1991.

III. CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	
	Unaudited
	Unaudited

	
	
	Six months to 
	Six months to

	
	
	30/06/2004
	30/06/2003

	
	
	RM’000
	RM’000

	
	Net profit/(loss) before income tax
	9,724
	(31,295)

	
	Adjustments for non-cash Items:-  
	
	

	
	- Depreciation and amortization
	23,375
	19,234

	
	- Provision for diminution in value of investments
	314
	30

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

	
	- Reserve arising on consolidation of subsidiary
	(4,414)
	                  -

	
	- Finance costs
	25,983
	50,753

	
	- Interest income
	(1,624)
	                 -

	
	- Gain on disposal of associate
	                 -
	(1,490)

	
	- Others
	(49)
	(647)

	
	Operating profit before changes in working capital
	53,309
	38,014

	
	Changes in working capital
	
	

	
	
	(Increase) / Decrease in real properties 
	(3,699)
	1,220

	
	
	Net change in current assets
	56,332
	(40,925)

	
	
	Net change in current liabilities
	(45,859)
	849

	
	
	Taxation payment
	(16,991)
	                  -

	
	
	Interest payment
	(43)
	                 -

	
	Net cash flow from / (used in) operating activities
	43,049
	(842)

	
	
	
	

	
	Investing Activities
	
	

	
	
	Interest received
	1,624
	844

	
	
	Proceed from sale of property, plant & equipment
	1,688
	84

	
	
	Proceed from sale of associate
	                  -
	19,500

	
	
	Dividend received
	93
	                  -

	
	
	Purchase of a subsidiary
	(10,925)
	                 -

	
	
	Purchase of property, plant & equipment
	(19,109)
	(15,010)

	
	Net cash flow from / (used) in investing activities
	(26.629)
	5,418

	
	
	
	
	

	
	Financing Activities
	
	

	
	
	Repayment of hire purchase obligations
	(48)
	(24)

	
	
	Proceeds from issuance of shares by subsidiary
	                  -
	478

	
	
	Long term loan
	10,089
	                 -

	
	
	Redemption of RCSB
	(5,708)
	

	
	
	Dividend paid to minority shareholders by subsidiary
	(5,811)
	(4,924)

	
	Net cash flow (used in) financing activities
	(1,478)
	(4,470)

	
	
	
	
	

	
	Net change in Cash & Cash Equivalent
	14,942
	106

	
	Cash & Cash Equivalent at beginning of period
	140,842
	122,223

	
	Cash & Cash Equivalent at end of period                                              (a)
	155,784
	122,329


	Unaudited
	Unaudited

	As at 30/06/2004
	As at 30/06/2003

	RM’000
	RM’000


(a) Cash and Cash Equivalent comprise the following amounts:

Short term deposits






              51,818
          48,307

Cash and bank balances





            104,763
          74,821 Bank overdrafts







 (797)
             (799) 

	
	
	  155,784
	122,329


The condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.
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

	
	
	
	
	
	
	
	

	Six months to 30 June 2004 (unaudited)
	
	
	
	
	

	
	
	
	
	
	
	
	

	Balance as at              1 January 2004
	207,999
	45,983
	30,925
	314
	(859,469)
	140,004
	(434,244)

	
	
	
	
	
	
	
	

	Movements during the period (cumulative)
	2,581
	2,580
	68
	-
	(10,004)
	(5,161)
	(9,936)

	
	
	
	
	
	
	
	

	Balance as at            31 March 2004
	210,580
	48,563
	30,993
	314
	(869,473)
	134,843
	(444,180)

	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Six months to 30 June 2003 (unaudited)
	
	
	
	
	

	
	
	
	
	
	
	
	

	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 
	-
	-
	-
	(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)
	1,529
	1,528
	-
	-
	(29,756)
	(3,057)
	(29,756)

	
	
	
	
	
	
	
	

	Balance as at            30 June 2003
	203,085
	41,068
	30,925
	4,229
	(420,454)
	149,833
	8,686

	
	
	
	
	
	
	
	


The condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.
V.
NOTES TO THE CONDENSED FINANCIAL STATEMENTS

The notes to the condensed Financial Statements should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.

1.
Accounting policies and methods of computation

The quarterly 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 are in accordance with MASB 26, Interim Financial Reporting and Appendix 9B of the Listing Requirement of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”), (formerly known as the Malaysia Securities Exchange Berhad), except for the adoption of the following new MASB standards :  

(a) MASB 31 : Accounting for Government Grants and Disclosure of Government Assistance

(b) MASB 32 : Property Development Activities
The adoption of MASB 31 did not have any effect on the net loss or shareholders’ funds of the Group as no event or transaction of the nature specified by this standard took place in the current or comparative periods.

The adoption of MASB 32 has not given rise to any adjustments to the opening balances of accumulated losses of the prior year and current period or to changes in the comparatives. 

2.
Audit report in respect of the 2003 financial statements

The audit report on the audited financial statements for the financial year ended 31 December 2003 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 RM247,452,000 of a hotel, namely Sheraton Hanoi, held by a subsidiary incorporated outside Malaysia, Vimas Joint Venture Company Limited. The hotel has since commenced its business. The Group believes that the residual value will approximate the net book value upon its full 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.
Seasonal or cyclical factors



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

4.
Exceptional Items

There were no items affecting assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size and incidence in the current period.

5.
Material changes in estimates used
There were no changes in estimates of amounts reported in prior interim period of the current financial period or in prior financial years that have a material effect in the current period.

6.
Debt and equity securities
The Group 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 for the current financial period ended 30 June 2004, except for the following:

a) The Group had on 3 June 2004, redeemed an amount of RM5,707,943 of its outstanding RCSB.

b) The conversion of RM5,160,534 nominal value of 2000/2005 ICULS into 2,580,267 new ordinary shares of RM1.00 each
7.
Dividend
The Directors do not recommend the payment of an interim dividend for the current period ended 30 June 2004 (2003: nil).

8.
Segment information for the current financial period
Segment information for the current financial period to 30 June 2004 is as follows:

By business segment


        Property
        Hotel
    Others/
Group




            Healthcare         Development/
      Services
   Elimination







       Management

Revenue

External sales


170,398
         46,948
        73,950 
        196

291,492

Inter-segment sales


    -
           1,626
             -   
    (1,626)

      -




Total revenue


170,398
         48,574
        73,950
    (1,430)

291,492  



Results

Segment results


33,437
           8,537
        (4,570)
    (1,697)

  35,707

Unallocated corporate expenses
    -
               -
             -

           -

      -


Profit/(loss) from operations

33,437
           8,537
        (4,570)
    (1,697)

  35,707


Finance costs


   (142)
               -
      (25,842)
            1

(25,983)



Profit/(loss) before income tax

33,295
           8,537
       (30,412)
    (1,696)

   9,724


Income tax


 (9,451)
          (2,419)      
             -

         (26)
                (11,896)  








Profit/(loss) after income tax

23,844
           6,118
       (30,412)
    (1,722)

  (2,172)

Minority interests

(1,862)
               -
          3,151
    (9,121)

  (7,832)






Profit/(loss) after income tax

21,982
           6,118
       (27,261)
  (10,843)
                (10,004)


and minority interests



9.
Valuation of property, plant and equipment
The valuations of property, plant and equipment used in the condensed financial statements have been brought forward without amendment from the previous financial statements.

10.
Material events subsequent to the end of the current financial period
In the opinion of the Directors, there are no items, transactions or events of a material and unusual nature that have arisen since 30 June 2004 to the date of this announcement that would substantially affect the financial result of the Group for the six months ended 30 June 2004.

11.
Changes in the composition of the Group
There were no significant changes in the composition of the Group for the current quarter and financial period including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring or discontinuing operations except as stated below:


(i)
Acquisitions of subsidiaries and/or long-term investments

Following the completion of the Proposed Intensive Quest Sdn Bhd (“IQSB”) Acquisition, IQSB is now a 63.0% owned subsidiary of FGB and FGB's effective equity interest in FMS has increased from 56.7% to 70.0%.


(ii)
Disposals of subsidiaries and/or long-term investments, restructuring or discontinued operations

On 4 August 2004, Faber Hotels Holdings Sdn Bhd (“FHHSB”), a wholly-owned subsidiary of FGB entered into a Shares Sale and Purchase Agreement (“SSPA”) with United Engineers (Malaysia) Berhad (“UEM”) for the disposal of 10,512,316 Class A IHSB Shares and 9,779,215 Redeemable Cumulative Preference Shares representing 49% of the total equity interest in IHSB for a total cash consideration of RM1.00 (“the Proposed Disposal of 49% of IHSB”).
12.
Contingent liabilities

There are no changes in the contingent liabilities as at the date of this announcement since the preceding financial year ended 31 December 2003 except as disclosed below:   


Description of contingent liabilities





RM’000

(a) Decrease in claim for alleged wrongful termination of employment contract by
   106


(b)
Decrease in claim for alleged non-payment of debts by 


   602
13.
Commitments for the purchase of property, plant and equipment


There are no material commitments for the purchase of property, plant and equipment.

14.
Income tax
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding year corresponding quarter
	
	Six months to
	
	Six months to

	
	30/06/2004
	
	30/06/2003
	
	30/06/2004
	
	30/06/2003

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

	Malaysian taxation
	
	
	
	
	
	
	

	· current taxation
	4,518
	
	5,517
	
	11,896
	
	9,165

	· write-back of prior year tax provision
	                 -
	
	(18,993)
	
	               -
	
	(18,993)

	
	4,518
	
	(13,476)
	
	11,896
	
	(9,828)


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

15.
Disposal of unquoted investment and/or properties


There was no disposal of unquoted investments and/or properties in the current period.

16a)
Acquisitions and disposals of quoted securities



There were no acquisitions and disposals of quoted securities in the current period.

16b)
Investments in quoted securities
Total investments in quoted securities as at 30 June 2004 are as follows:
	
	
	RM’000

	Total investments at cost
	
	816

	Total investments at carrying value/book value (after allowance for diminution in value)
	
	456

	Total investments at market value 
	
	456


17.
Status of corporate proposals announced but not completed as at the date of this announcement

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

(a)
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 Minister 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.


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
(b)
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 fell under the criteria of Practice Note 4/2001 (“PN4/2001) of the Bursa Malaysia 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 Affected 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 the Affected 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.


The SC had vide its letter dated 27 May 2004 approved the Proposed Restructuring Scheme under Section 32(5) of the Securities Commission Act, 1993 and the Foreign Investment Committee Guidelines for the Acquisition of Assets, Mergers and Take-overs, 1974, subject to inter-alia, the following conditions:-

· Aseambankers/FGB should appoint an independent firm of auditors (which is experienced in conducting investigative audits and is not the existing or previous firm of auditors of the FGB Group) to conduct an investigative audit within 2 months from the date of this decision letter so as to ascertain the reason(s) for the losses incurred by the FGB Group, including taking necessary actions to recover the past losses, and lodging reports to the relevant authorities for any breach of laws/regulations. 


FGB had on 26 July 2004, appointed Messrs Monteiro & Heng, Chartered Accountants as the Independent Auditors. 

· FGB to provide written confirmation to the SC that the proposed disposal of Inter-Heritage (M) Sdn Bhd (“IHSB”) has been completed prior to the implementation of the Proposed Restructuring Scheme.

On 4 August 2004, FHHSB, a wholly-owned subsidiary of FGB entered into a Shares Sale and Purchase Agreement (“SSPA”) with United Engineers (Malaysia) Berhad for the disposal of 10,512,316 Class A IHSB Shares and 9,779,215 Redeemable Cumulative Preference Shares representing 49% of the total equity interest in IHSB for a total cash consideration of RM1.00 (“the Proposed Disposal of 49% of IHSB”).


In conjunction with the execution of the SSPA, both FGB and FHHSB have also entered into the following:
· Deed of adherence between Granton International Limited (“Granton”), Faber, FHHSB, and UEM, which sets out the covenants and undertakings of the parties in relation to the joint venture agreement dated 19 July 1993 between Granton and FGB and the deed of agreement dated 29 June 1994 between Granton, Faber and FHHSB; and
· Consent Deed re Loan Agreement and Management Agreement between Sheraton Overseas Management Corporation ("SOMC"), FGB, FHHSB, IHSB and UEM, which sets out the covenants and undertakings of the parties in relation to the following:

· Management Contract dated 27 March 1991 between SOMC and IHSB, 

· Addendum Agreement to the Management Contract dated 19 July 1993 between SOMC and IHSB, and

· Loan Agreement dated 25 February 2003, charge dated 15 July 2003, Debenture dated 25 February 2003, Second Supplemental Assignment Agreement dated 25 February 2003 and Supplemental Designated Accounts charge dated 25 February 2003 between SOMC and IHSB, and Security Sharing Agreement dated 25 February 2003 between SOMC, IHSB and RHB Sakura Merchant Bankers Berhad

The Proposed Disposal of 49% of IHSB is subject to and conditional upon the approval of the following:

· the shareholders of FGB at an extraordinary general meeting, 

· the non-convertible redeemable secured bonds holders of IHSB; and

· the facility agent for the non-convertible redeemable secured bonds of IHSB.

Bursa Malaysia Securities Berhad has on 13 August 2004 approved the Circular to the Shareholders and Independent Advise Letter to minority shareholders in relation to the Proposed Disposal of 49% of IHSB. The Extraordinary General Meeting to seek the shareholders’ approval of the Proposed Disposal of 49% of IHSB will be held on 30 August 2004 as announced on 13 August 2004.

Further to the approval from the SC on the Proposed Restructuring Scheme, FGB had on 28 May 2004, entered into a conditional sale and purchase agreement with Jeram Bintang Sdn Bhd and its wholly-owned subsidiary, Canggih Pesaka Sdn Bhd for the proposed transfer of the Affected Subsidiaries and selected assets under the Proposed Restructuring Scheme. 
The shareholders of FGB had at the Extraordinary General Meeting held on 28 June 2004 approved the Proposed Restructuring Scheme of FGB.


On 22 July 2004, FGB announced that a Meeting of the Holders of All Series of Zero Coupon Redeemable Convertible Secured Bonds due 2005 will be held on 13 August 2004 for the purposes to seek Bondholders' approval for a proposed amendment to the definition of Implementation Date as defined in the Restructuring Deed dated 22 December 2003. At the Bondholders’ Meeting, the Bondholders approved the proposal.

(c)
On 24 June 2004, Healthtronics (M) Sdn Bhd, a 60% owned subsidiary company of Faber Medi-Serve Sdn Bhd which in turn is 70% owned by FGB, entered into a Memorandum of Understanding ("MOU") with Brufors Logistics Services ("Brufors") to explore the possibility of undertaking projects and ventures together in the domain of biomedical engineering maintenance services and electronics facility engineering maintenance services in Brunei Darussalam ("the Project"). 


The implementation of the joint-venture contemplated under the MOU shall commence upon the execution of a joint-venture agreement within 1 year from the execution of the MOU (with an option to be extended for a period of another 6 months) or upon the issuance of the letter of award, whichever is earlier, failing which the MOU shall lapse unless further extended by Healthtronics and Brufors. 


The proposed equity stake of Healthtronics and Brufors in the joint venture company contemplated under the MOU shall be 70% and 30% respectively.

(d)
On 5 August 2004, Intensive Quest Sdn Bhd ("IQSB"), a 63% owned subsidiary company of FGB has been placed under members' voluntary liquidation ("the MVL") following the passing of a special resolution by its members at an extraordinary general meeting held on 5 August 2004.

The MVL of IQSB is in line with the provisions of the Shareholders' Agreement in respect of IQSB dated 8 April 2004 between FGB and Medlux Overseas (Guernsey) Limited ("MOG"), in which FGB and MOG have mutually agreed to voluntarily wind-up IQSB in accordance with applicable laws of Malaysia.

18. Borrowings and debt securities
Details of Group borrowings and debt securities as at 30 June 2004 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
	-
	-
	-

	RCSB
	1,180,354*
	-
	1,180,354*
	-
	-
	-

	ICPS
	-
	1,120
	1,120
	
	
	

	Other borrowings
	
	
	
	
	
	

	Domestic – Bank
	
	
	
	
	797
	797

	Foreign – Bank
	55,091**
	-
	55,091**
	-
	-
	-

	TOTAL
	1,488,229
	1,120
	1,489,349
	-
	797
	797


*
The nominal amount of the RCSB 2000/2005 issued was RM1,561,652,000 and the RCSB carries a yield to maturity of 10% per annum compounded on a semi-annual basis. Included in the RM1,561,652,000 was interest in suspense of RM587,456,000. Subsequent to the redemptions made during the period ended 30 June 2004, the outstanding nominal amount of the RCSB is RM1,517,614,718. 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.

**
The equivalent foreign amount is USD14,497,620 [USD1.00:RM3.80]

19.
Off Balance Sheet financial instruments


There were no financial instruments with off-balance sheet risks as at the date of this announcement.

20.
Material litigation

The Company and its subsidiaries have no outstanding material litigation as at the date of this announcement except as disclosed below:

Nova Hill Sdn Bhd (“NHSB”) vs. Faber Union Sdn Bhd (“FUSB”) (KLHC Suit No. S7(S1)S4-22-379-1992)
This is 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, and the defendant, which is the vendor 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.


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 24 June and 21 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 11 December 2003 and was fixed for decision on 12 January 2004 of which was adjourned to 14 January 2004 wherein the Plaintiff’s claim was dismissed with cost. The Plaintiff has filed a Notice of Appeal to the Court of Appeal on 12 February 2004. There is no further development since then.


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 for the sale of the Faber land.
21.
Comparison between the current quarter and the immediate preceding quarter
The Group’s revenue for the current quarter reduced by RM11.6 million or 8.3% to RM139.9 million from RM151.5 million in the preceding quarter. The Healthcare and Property Divisions recorded a revenue of RM85.6 million (preceding quarter: RM84.8 million) and RM17.4 million (preceding quarter: RM29.6 million) respectively, whilst the Hotel Division recorded a revenue of RM36.8 million (preceding quarter: RM37.1 million).
The Group recorded a loss before income tax for the current quarter of RM1.0 million, as opposed to the previous quarter when the Group recorded a profit before income tax of RM10.8 million. The Hotel Division recorded a higher loss before income tax of RM18.0 million (preceding quarter: loss of RM12.4 million). Lower profits were recorded for both the Group’s Property Division (current quarter: RM2.1 million; preceding quarter: RM6.4 million) and the Healthcare Division (current quarter: RM15.0 million; preceding quarter: RM18.3 million). Corporate Office and other divisions recovered slightly, recording a loss of RM0.1 million (preceding quarter: loss of RM1.6 million).
22.
Review of Performance for the Current Quarter and Year-to-date
The Group’s revenue for the quarter under review was RM139.9 million, which was 1.3% or RM1.8 million lower than that of the corresponding quarter last year. The Group’s Healthcare Division contributed RM85.6 million or 61.2%, whilst the Hotel Division, which recorded an average room occupancy of 65.6%, contributed RM36.8 million or 26.3% of Group Revenue, and the Property Division contributed RM17.4 million or 12.4% of Group Revenue. For the year-to-date, the Group recorded revenue of RM291.5 million, with contributions of 58.5% (RM170.4 million), 25.4% (RM74.0 million) and 16.1% (RM46.9 million) respectively from the Healthcare, Hotel and Property Divisions. 

The Group reported a current quarter loss before income tax of RM1.0 million. However, for the year-to-date, it recorded a profit before income tax of RM9.7 million. The main contributors to Group profit before income tax for the year-to-date were the Healthcare Division (RM33.3 million) and the Property Division (RM8.5 million). The Hotel Division recorded a loss before income tax of RM30.4 million, whilst the Corporate Office and other companies recorded a loss of RM1.7 million.


23. Prospects for the current financial year

The Group expects its Healthcare Division to register an improved performance as compared to its 2003’s profitability, whilst the Property Division is expected to maintain its current profitability trend for the rest of the year. The Hotel Division, however, is expected to continue to register losses.

Barring unforeseen circumstances, upon the successful completion of the debt-restructuring scheme, the Faber Group expects to register positive results for the financial year 2004.

24.
Profit forecast

No commentary is made on any variance between actual profit against forecast profit, as it does not apply to the Group.

25.
Earnings per share (“EPS”)

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	Preceding year corresponding quarter
	
	Six months to
	
	Six months to

	
	
	
	
	30/06/2004
	
	30/06/2003
	
	30/06/2004
	
	30/06/2003

	
	
	Profit / (loss for the period) (RM’000)
	
	(8,265)
	
	4,602
	
	(10,004)
	
	(29,756)

	
	
	Weighted average number of shares in issue during the period
	
	210,519,825
	
	202,375,601
	
	210,031,136
	
	202,946,251

	
	
	Basic EPS
	
	
	
	(3.9) sen
	
	2.3 sen
	
	(4.8) sen
	
	(14.7) sen

	
	
	Fully diluted (based on2004: 984,740,348 [2003: 987,509,192] enlarged ordinary shares)
	
	
	
	(3.9) sen
	
	0.7 sen
	
	(4.8) sen
	
	(14.7) sen

	


	
	
	By Order of the Board

	
	
	GWEE OOI TENG

	Kuala Lumpur
	
	MAICSA 0794701

	16 August 2004
	
	Secretary
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