FURQAN BUSINESS ORGANISATION (“FBO”)








INTERIM REPORT FOR THE PERIOD ENDED 30 SEPTEMBER 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 30 September 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 30 September 2003.

A8
Dividends paid


There was no dividend paid during the financial period ended 30 September 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 Property Others Eliminations Total

properties tour holding development

RM RM RM RM RM RM RM RM

Revenue

Subsidiaries

-External 4,269,762     18,245,284    1,696,215   9,819,112   -              -                70,000          -               34,100,373    

4,269,762     18,245,284    1,696,215   9,819,112   -              -                70,000          -               34,100,373    

Results

Segment profit/(loss) 1,048,241     14,497,244    39,186        904,095      1,918,215   (1,225,246)    -                -               17,181,735    

Interest income -                111,926         -              -              230,025      18,219           30,986          -               391,156         

Finance cost (660,928)       (9,532,740)     (1,315)         -              (719,052)     (519,341)       (1,379,611)    -               (12,812,987)   

Share of results from  -                - -              2,557,759   -              -                -                -               2,557,759      

associated company

7,317,663      

Taxation (2,314,458)     

Profit after taxation 5,003,205      

Minority interests -                 

Net profit for the period 5,003,205      





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 30 September 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

	
	RM million

	Approved and contracted for the completion of low and medium cost apartments at Danau Kota and remaining hotels rooms of Renaissance Kota Bharu
	46.3




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 year.

The Group had recorded an improved profit before tax of RM3.3 million compared to RM2.6 million in the preceding quarter.  This was mainly in respect of services rendered on property investment activities of the unconsolidated subsidiaries and share of results from the associated company.
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 and 220 units of medium cost apartments in April and July 2003 respectively.  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 SARS epidemic, it is expected to improve further with the availability of a further 156 rooms to make a total of 298 rooms since September 2003.

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. It has already introduced Islamic leasing products recently to capture this new growing market to further enhanced its overall performance.

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. As approved by the shareholders at an Extraordinary General Meeting held on 26  June 2003, the “profit guarantee periods” have varied to cover the financial years ending 31 December 2003-2005.

B5
Taxation



[image: image2.emf]3 months ended Year-to-date

30-Sep-03 30-Sep-03

RM'000 RM'000

Current tax expense

     -current (440,336)              (1,296,026)     

     -prior year (14,519)                (69,422)          

(454,855)              (1,365,448)     

Tax expense on share of 

profit of associate (949,010)              (949,010)        

(1,403,865)           (2,314,458)     


The effective tax rates for the quarter and period ended 30 September 2003 are higher than the statutory tax rate were mainly due to higher tax rate of foreign associated company.

B6
Unquoted investments

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

B7
Quoted investments



There was no quoted investment acquired during the financial period ended 30 September 2003.


Total quoted investments as at 30 September 2003 are as follows :-












[image: image3.emf]At Cost At Book Value At Market Value

RM'000 RM'000 RM'000

Quoted in Malaysia

- Other investments 1,676                     999                        1,039                    

Quoted outside Malaysia

- Associated companies 5,958                     165                        1,867                    

Total quoted investments 7,634                     1,164                     2,906                    


B8
Status of corporate proposal

a) 
b) 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.

c) On 3 July 2003, the Company announced that its 55% owned indirect subsidiary, Mandarin Tours and Travel Sdn Bhd (“MTT”) has entered into agreements to dispose the entire issued and fully paid up share capital of Mandarin Tours and Travel (Penang) Sdn Bhd and Zillion Travels (Penang) Sdn Bhd for disposal considerations of RM 50,000.00 and RM1.00 respectively (“Proposed Disposals”). The proposed disposals are subject to approval from MTT shareholders and relevant authority and fulfillment of certain conditions as stated in the sale and purchase agreement.

d) On 29 July 2003, the Company announced that a Restraining and Stay Order (“RSO) pursuant to Section 176(10) of the Companies Act, 1965 (“the Act”) has been granted by the High Court of Malaya (“the Court”) to Mandarin Tours & Travel Sdn Bhd (“MTT”), a 55% owned subsidiary of AAB, which in turn is a wholly owned subsidiary of FBO on 25 July 2003. MTT obtained the RSO from its solicitors on 29 July 2003. The RSO shall be applicable and valid for a period commencing from the date of RSO and expiring on the date which is the latest of:-

i) 90 days from the date of the RSO;

ii) the date of the approval of the Proposed Scheme of Arrangement (“Proposed Scheme”) by the Court;

iii) such further period expiring on such later date as may be extended by the Court; and

iv) the RSO shall be effective from the date the order granted by the Court and valid according to the abovementioned meanings notwithstanding any provisions in any laws or in any decisions of the Court and will bind any party or person(s) involved with any of the parties, notwithstanding that the involved person(s) is not party to the proceeding or in any related proceedings or has no knowledge of this proceeding or any other related proceedings.



This RSO is to assist in the rehabilitation of MTT in an effort to further consolidate the Group.

On 30 September 2003, the scheme creditors have approved the above restructuring scheme. A court hearing to sanction the scheme had been fixed on 3 December 2003. On 23 October 2003, the company announced that MTT had obtained an extension of the RSO for a further 90 days.
e) 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 30 September 2003 are as follows:

	
	RM’million

	Expansion of core business of  FBO Leasing
	22.75

	Immediate cash payment to scheme creditors
	12.84

	Working capital requirements for FBO Group 
	14.06

	Expenses relating to restructuring exercise
	5.50

	Advance to Eastern Biscuit Factory Sdn Bhd
	6.75

	Total utilized amount as at 30 September 2003
	61.90


B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	 Payable within 12 months 
	
	
	
	
	

	 Term loans
	
	
	
	
	25,295         

	Hire purchase and lease payables
	
	
	
	2,897

	Short term borrowings
	
	
	
	
	55,157

	Block discount payables
	
	
	
	
	45,482

	Bank overdraft
	
	
	
	
	11,879

	
	
	
	
	
	140,710


	Payable after 12 months
	
	
	
	              

	Term loans
	
	
	
	
	246,273 

	Block discount payables
	
	
	
	
	15,845             

	Hire purchase and lease payables
	
	
	
	
	612            

	
	
	
	
	
	262,730 

	
	
	
	
	
	

	Total
	
	
	
	
	403,440


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 30 September 2003.

B12
Dividend


The Directors do not recommend any interim dividend for the period ended 30 September 2003.

B13
Earnings per share

(a) Basic earnings per share

	
	3 months ended 30.09.2003
	Year-to-date

30.09.2003

	Net profit for the financial period (RM'000)
	1,903
	5,003

	
	
	

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

	
	
	

	Basic earnings per share (sen)
	0.46
	1.21                

	
	
	

	
	
	


(b) Diluted earnings per share

	Adjusted net profit for the financial period (RM'000)
	2,092
	5,566

	
	
	

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

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

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

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

	
	
	

	Diluted earnings per share (sen)
	0.43
	1.14                
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		Current tax expense

		-current						(440,336)				(1,296,026)

		-prior year						(14,519)				(69,422)

								(454,855)				(1,365,448)
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				Investment		Leasing		Travel and		Hospitality		Investment		Property		Others		Eliminations		Total

				properties				tour				holding		development

				RM		RM		RM		RM		RM				RM		RM		RM

		Revenue

		Subsidiaries

		-External		4,269,762		18,245,284		1,696,215		9,819,112		- 0		- 0		70,000		- 0		34,100,373

				4,269,762		18,245,284		1,696,215		9,819,112		- 0		- 0		70,000		- 0		34,100,373

		Results

		Segment profit/(loss)		1,048,241		14,497,244		39,186		904,095		1,918,215		(1,225,246)		- 0		- 0		17,181,735

		Interest income		- 0		111,926		- 0		- 0		230,025		18,219		30,986		- 0		391,156

		Finance cost		(660,928)		(9,532,740)		(1,315)		- 0		(719,052)		(519,341)		(1,379,611)		- 0		(12,812,987)

		Share of results from		- 0		-		- 0		2,557,759		- 0		- 0		- 0		- 0		2,557,759

		associated company

																				7,317,663

		Taxation																		(2,314,458)

		Profit after taxation																		5,003,205

		Minority interests																		- 0

		Net profit for the period																		5,003,205
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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				1,039

		Quoted outside Malaysia

		- Associated companies		5,958				165				1,867

		Total quoted investments		7,634				1,164				2,906






