FURQAN BUSINESS ORGANISATION (“FBO”)

INTERM REPORT FOR THE PERIOD ENDED 31 MARCH 2003

EXPLANATORY NOTES

A1
Basis of preparation

This interim report is prepared in accordance with the MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirement and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2002. 

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2002.

A2
Audit qualifications

The audit report of preceding annual financial statements of FBO for the financial year ended 31 December 2002 was not qualified.

A3
Seasonality or cyclicality of operation

For the financial period under review, the operations of the Group are not subject to material seasonal or cyclical fluctuations.

A4
Change in the composition of the Group


For the financial period under review, there were no changes in the composition of the Group.

A5
Unusual items 

There were no unusual items affecting assets, liabilities, equity, net income or cashflow during the financial period under review because of their nature, size or incidence.

A6
Change in estimates


There were no material changes in estimates for the financial period ended 31 March 2003.

A7
Debts and equity securities

There has been no issuance or repayment of debt and equity securities, share buy back, share cancellations, share held as treasury shares and resale of treasury shares for the financial period ended 31 March 2003.

A8
Dividends paid


There was no dividend paid during the financial period ended 31 March 2003.
A9
Segmental reporting


The Group’s segmental report for the financial year to date is as follow:


[image: image1.emf]Investment  Leasing Travel and Hospitality Investment Others Eliminations Total

properties tour holding

RM RM RM RM RM RM RM RM

Revenue

Subsidiaries

-External 1,426,355     6,223,375     768,417       2,988,808     -               -             -                11,406,955  

1,426,355     6,223,375     768,417       2,988,808     -               -             -                11,406,955  

Results

Segment Profit/(loss) 469,390        4,467,670     (170,395)      235,390        (544,052)      (259,717)    -                4,198,286    

Interest Income -               842,391        -               109,144       13,253       -                964,788       

Finance cost (168,155)      (3,408,270)    -               (185,696)      -             -                (3,762,121)   

Taxation 1,400,953    

Profit before taxation (404,030)      

Minority interests 996,923       

Net profit for the period -               

996,923       


A10
Carrying amount of revalued assets


The carrying value of land and building is based on the valuation incorporated in the annual financial statements for the year ended 31 December 2002.

A11
Subsequent material event

There is no subsequent event that would materially affect the results for the financial period ended 31 March 2003.

A12
Changes in contingent liabilities and contingent assets

Save for disclosures that were made in the audited financial statements for the year ended 31 December 2002, there were no changes in the contingent liabilities and contingent assets of the Group.

A13
Capital Commitments

There were no material capital commitments to be incurred by the Group as at the date of this report except for estimated capital expenditure of RM7.8 million to furnish the balance of 156 rooms at Renaissance Kota Bharu.

ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF THE KUALA LUMPUR STOCK EXCHANGE LISTING REQUIREMENTS

B1
Review of  performance

The FBO was listed on the KLSE on the 30 December 2002 after successfully completing the Corporate Restructuring exercise involving the Austral Amalgamated Berhad Group.  As such, there was no review of performance against corresponding period in the previous years.

The Group had improved profit before tax of RM1.4 million compared to a loss of RM5.0 million in the preceding quarter.  In the previous quarter, the loss was mainly due the non consolidation of subsidiaries results.  In addition, the Group had previously provided the restructuring expenses amounting to RM5.0 million.

B2
Material changes in the loss before taxation


There was no material change in the loss before taxation in the Group for the year ended 31 December 2002.

B3
Group prospects

The prospects of the FBO Group hinge on the prospects of property development, hospitality and leasing sectors.

The property development sector is expected to remain encouraging especially with the strategic locations of its key properties in Kuala Lumpur and Johor Bahru.  The Group has reactivated the abandoned projects namely the 1900 units of low-cost apartments in April 2003 and expects to commence works on its 220 units of medium cost condominiums in the third quarter of the year.  Hence, the property development performance is expected to be in a satisfactory position in 2003.

Although the Group’s hospitality industry namely “Renaissance Kota Bharu” is not seriously affected by the current SARS epidemic, it is expected to further improve in the current year with the availability of a further 156 rooms by mid 2003 to make a total of 298 rooms.

In the leasing sector, the Group expects better performance in the current year with improved business volume.  The group is expected to diversify its niche leasing markets into more retail based sectors.

B4 
Variance of profit forecast


1. 
Profit Forecast


Not applicable since no profit forecast was published.


2.
Profit Guarantee
The vendors of Eastern Biscuits Factory Sdn Bhd (“EBF”) have a profit guarantee agreement with FBO, as disclosed in the Information Circular to shareholders dated 8 October 2002. The “profit guarantee periods” cover the financial years ended / ending 31 December 2002-2004.

However, in view of the delay in the completion of the Corporate Restructuring Exercise which was eventually completed with the listing of FBO on the 30 December 2002, Alliance Merchant Bank Bhd, on behalf of the vendors and FBO, had on 27 February 2003 submitted an application to the Securities Commission (“SC”) to vary the “profit guarantee periods” to the financial years ending 31 December 2003-2005. It was also proposed that the guaranteed profits before tax will remain unchanged. The proposed profit guarantee variation has been approved by SC vide its letter dated 14 April 2003 and pending shareholders’ approval.  

B5
Taxation


The tax expense was in respect of current year and for Malaysian tax.

B6
Unquoted investments

There were no profits on sale of unquoted investments and properties as there were no disposals during the current financial year to date.

B7
Quoted investments



There was no quoted investments acquired during the financial period ended 31 March 2003.


Total quoted investments as at 31 March 2003 are as follows :-



[image: image2.emf]At Cost At Book Value At Market Value

RM'000 RM'000 RM'000

Quoted in Malaysia

- Other investments 1,676                     999                        902                       

Quoted outside Malaysia

- Associated companies 5,958                     165                        351                       

Total quoted investments 7,634                     1,164                     1,253                    


B8
Status of corporate proposal

a) On 27 February 2003, the Company announced the proposed variation to the profit guarantee provided by vendors of Eastern Biscuit Factory Sdn Bhd (“EBF”) to the Company.

The Securities Commission (“SC”) has approved the proposed variation vide its letter dated 14 April 2003 and is pending approval from shareholders at the Extraordinary General Meeting (EGM) to be convened. 

b)   On 27 March 2003, the Company also announced the proposed variation to the utilisation of proceeds from the rights issue and restricted issue. SC vide its letter dated 14 April 2003 had approved the proposed variation of the utilisation of the proceeds for the expenses incurred relating to the restructuring exercise of the Company from RM4.0 million to RM5.5 million.

The proposed variation of the utilisation of proceeds is pending shareholders approval at the Extraordinary General Meeting (EGM) to be convened.

c)
On 27 March 2003, the Company announced the proposed variation to the moratorium condition pursuant to the injection of the entire equity interest in EBF and Wilayah Leasing (“WL”) undertaken by the Company in conjunction with reverse take over of Austral Amalgamated Bhd (“AAB”).

The proposed variation to the moratorium condition is pending the approval from the SC.

d) On 28 March 2003, the Company announced that its wholly owned subsidiary, Austral Amal Properties (PJ) Sdn Bhd had entered into a memorandum of understanding with Nauticalink Berhad (NLB) for the disposal of an industrial cum warehouse building located in a semi-industrial area in Petaling Jaya to NLB.  As at the date of this report, there is no material development in respect of this proposal.

The proposal is not subject to approval of the shareholders of the Company as its is part of the proposed disposal of  Non-Core Assets in accordance with approved Work-Out Proposal of AAB Group.

e) On 16 May 2003, the Company announced that its wholly owned subsidiary, Austral Amal Properties Sdn Bhd had entered into a conditional Sale and Purchase Agreement with Marina-Ace Industries Sdn Bhd to dispose of the entire piece of landed property held under Lease Negeri 3940, Lot No. 24, Section 36, Bandar Petaling Jaya, District of Kuala Lumpur, State of Selangor Darul Ehsan and measuring approximately 87,972 square feet (2 acres); together with a six (6) storey office/warehouse complex with 131 car parking bays erected thereon located along Jalan 19/1, Section 19.

The proposal is not subject to the approval of the shareholders of the Company as it is part of the proposed disposal of Non-Core Assets in accordance with approved Work- Out Proposal of AAB Group.

f) The  status of the utilization of proceeds of RM63.80 million raised from the issuance of Rights Issue with warrants and Restricted Issue as at 31 March 2003 are as follows:

	
	RM’million

	Expansion of core business of Wilayah Leasing
	22.75

	Immediate cash payment to scheme creditors
	12.84

	Working capital requirements for FBO Group 
	8.01

	Expenses relating to restructuring exercise
	3.90

	
	

	Total utilized amount as at 31 March 2003
	47.50


B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	 Payable within 12 months 
	
	
	
	
	

	 Term Loans
	
	
	
	
	        11,296 

	Hire purchase and lease payables
	
	
	
	3,076

	Short term borrowings
	
	
	
	
	36,399

	Block Discount payables
	
	
	
	
	47,420

	Bank overdraft
	
	
	
	
	31,775

	
	
	
	
	
	129,966


	Payable after 12 months
	
	
	
	              

	Term Loans
	
	
	
	
	247,513 

	Block Discount payables
	
	
	
	
	            25,468 

	Hire purchase and lease payables
	
	
	
	
	            692 

	
	
	
	
	
	273,673 

	
	
	
	
	
	

	Total
	
	
	
	
	403,639 


B10
Off balance sheet financial instruments

The Group does not have any financial instrument with off balance sheet risk at the date this report is issued except for the extent of the corporate guarantee issued to certain of the scheme companies in relation to the Guaranteed Secured Term Loan (“GSTL”) and promissory notes issued, pursuant to the Corporate Restructuring Exercise carried out by the Group. Details on the salient features of the GSTL are set out in the annual financial statements for the year ended 31 December 2002.

B11
Changes in material litigation 


There were no changes in material litigation for the financial period ended 31 March 2003.

B12
Dividend


The Directors do not recommend any interim dividend for the period ended 31 March 2003.

B13
Earnings per share

(a) Basic earnings per share

	Net profit for the financial period ended 31 March 2003 (RM'000)
	
	                 997 

	
	
	

	Number of ordinary share in issue ('000)
	
	          412,026 

	
	
	

	Basic earnings per share (sen)
	
	                0.24 

	
	
	

	
	
	


(b) Diluted earnings per share

	Adjusted net profit for the financial period ended 31 March 2003 (RM'000)
	
	              1,183 

	
	
	

	Number ordinary in issue ('000)
	
	          412,026 

	Adjustment for assumptions of full conversion of warrants ('000)
	
	            37,655 

	Adjustment for assumptions of full conversion of RCLS ('000)
	
	            37,655 

	Number of ordinary shares for diluted earnings per share ('000)
	
	          487,336 

	
	
	

	Diluted earnings per share (sen)
	
	                0.24 
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						Investment		Leasing		Travel and		Hospitality		Investment		Others		Eliminations		Total

						properties				tour				holding

						RM		RM		RM		RM		RM		RM		RM		RM

		Revenue

		Subsidiaries

		-External				1,426,355		6,223,375		768,417		2,988,808		- 0		- 0		- 0		11,406,955

						1,426,355		6,223,375		768,417		2,988,808		- 0		- 0		- 0		11,406,955

		Results

		Segment Profit/(loss)				469,390		4,467,670		(170,395)		235,390		(544,052)		(259,717)		- 0		4,198,286

		Interest Income				- 0		842,391		- 0				109,144		13,253		- 0		964,788

		Finance cost				(168,155)		(3,408,270)		- 0				(185,696)		- 0		- 0		(3,762,121)

		Taxation																		1,400,953

		Profit before taxation																		(404,030)

		Minority interests																		996,923

		Net profit for the period																		- 0

																				996,923
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				At Cost				At Book Value				At Market Value

				RM'000				RM'000				RM'000

		Quoted in Malaysia

		- Other investments		1,676				999				902

		Quoted outside Malaysia

		- Associated companies		5,958				165				351

		Total quoted investments		7,634				1,164				1,253






