FURQAN BUSINESS ORGANISATION BERHAD (“FBO”)







INTERIM REPORT FOR THE PERIOD ENDED 31 DECEMBER 2004

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 Bursa Malaysia Securities Berhad’s Listing Requirement and should be read in conjunction with the Group’s annual financial statements for the year ended 31 December 2003. 

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 2003 except for the adoption of MASB 32, Property Development Activities. The adoption of MASB 32 has no material impact on this quarter’s result under review.

A2
Audit qualifications

The audit report of preceding annual financial statements of FBO for the financial year ended 31 December 2003 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 material changes in the composition of the Group except for the disposal of certain inactive subsidiary companies and acquisitions of new subsidiary companies.

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 except as disclosed in the unaudited condensed income statement such as the goodwill written off, reversal of revaluation deficit and gain from the disposal of quoted investments.

A6
Change in estimates


There were no material changes in estimates for the financial period ended 31 December 2004.

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 December 2004.

A8
Dividends paid


There was no dividend paid during the financial period ended 31 December 2004.
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 SPVs Others Eliminations Total

properties & Financing tour holding development

RM RM RM RM RM RM RM RM RM RM

Revenue

Subsidiaries

-External revenue 5,499,368     12,374,880   4,860,317   13,317,870   3,912,595    32,035,099   -                -                -               72,000,129     

-Inter-segment revenue -                -                -             -                3,133,849    -                -                -                (3,133,849)   -                  

5,499,368     12,374,880   4,860,317   13,317,870   7,046,444    32,035,099   -                -                (3,133,849)   72,000,129     

Results

Segment profit/(loss) 2,612,384     (1,335,533)    (66,972)      1,076,039     5,758,505    7,100,045     699,248         (14,238)         -               15,829,478     

Interest income 36,073          1,499,057     -             -                208,025       563,422        6,052             -                -               2,312,629       

Finance cost (1,915,821)    -                -             -                (1,811,380)   (2,361,423)    (6,741,300)    -                -               (12,829,924)    

5,312,183       

Goodwill written off (198,635,729)  

(193,323,546)  

Taxation (1,049,547)      

Profit after taxation (194,373,093)  

Minority interests -                  

Net profit for the period (194,373,093)  





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 2003. However, certain properties were recorded based on recent valuation prepared by independent professional valuer should the previous valuation reports were more than 5 years old.

A11
Subsequent material event

There is no subsequent event that would materially affect the results for the financial period ended 31 December 2004. However, as announced on 11 January 2005, the Group has agreed with Danaharta on the informal restructuring for the debt repayment of guaranteed secured term loans and non guaranteed convertible secured term loans and assets disposal. The Board is of the opinion that this informal restructuring will not materially affect the results for the financial period ended 31 December 2004 except for the certain interest expense on the related loans that had been previously accrued for.

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 2003, there were no changes in the contingent liabilities and contingent assets of the Group.

A13
Capital Commitments

	During the financial year, there were no material capital commitments that the Group had contracted for and approved.


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

B1
Review of  performance

The Group recorded a loss before tax of RM198.6 million for the current quarter compared to a profit before tax of RM0.88 million for the preceding quarter and loss before tax of RM1.23 million for the previous year’s corresponding quarter. This is mainly due to the goodwill written off of RM198.6 million. The Board of Directors wishes to reiterate that should the effects of the writing off of the goodwill be excluded, the Group remains profitable with an annual unaudited profit before tax of RM5.3 million. 

The Group’s goodwill was derived mainly from the acquisitions of Austral Amalgamated Berhad and its subsidiaries and from the amounts due from the unconsolidated subsidiaries. The Board is of the opinion that going forward the writing off exercise for the goodwill is a prudent exercise and would be in the best interest of the Group as it will reflect the true value of the Group’s assets. Nevertheless, the net tangible asset per share of the Group has improved to 52 sen (2003: 48 sen).

B2
Material changes in the profit before taxation

There was no material change in the profit before taxation in the Group for the year ended 31 December 2003.

B3
Group prospects

The prospects of the FBO Group hinge on the prospects of property development, hospitality and leasing sectors. The Board expects the Group’s performance for the current year to remain satisfactorily compared to the previous year.

B4 
Variance of profit forecast


Not applicable since no profit forecast and profit guarantee were published for the Company. However, for the financial year ended 31 December 2004, there is a profit guarantee of RM14.78 million granted by the vendors of a subsidiary company i.e. Eastern Biscuit Factory Sdn Bhd to the Company.

B5
Taxation



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

31-Dec-04 31-Dec-03 31-Dec-04 31-Dec-03

RM'000 RM'000 RM'000 RM'000

Current tax expense

     -current (131)                     453                      (972)                (844)                 

     -prior year (61)                       (87)                       (78)                  (156)                 

(192)                     366                      (1,050)             (1,000)              

Reversal of share of tax 

expenses of associate -                       949                      -                  -                   

(192)                     1,315                   (1,050)             (1,000)              


The tax expense was in respect of Malaysian tax. The effective tax rate for the financial period ended 31 December 2004 was higher than the statutory tax rate mainly due to certain non-allowable expenses.

B6
Unquoted investments

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

B7
Quoted investments


a) Purchase and disposal

There was no disposal of quoted investment during the quarter under review. For the period ended 31 December 2004, the Group had disposed off quoted investments which include the disposal of 14,116,500 shares of Cepatwawasan Group Bhd, 30,000 shares of Keladi Maju Bhd and 30,000 shares of Cosway Berhad. The shares of Cepatwawasan Group Berhad were purchased during the first quarter of the year. The details of the purchases and disposals are as follows:


[image: image3.emf]3 months ended 12 months ended

31-Dec-04 31-Dec-04

RM'000 RM'000

Total purchase consideration -                             15,090                      

Total sale proceeds -                             18,744                      

Total profit on disposal -                             3,590                        



b) Investments as at 31 December 2004 are as follows :-












[image: image4.emf]At Cost  At Book Value At Market Value

RM'000 RM'000 RM'000

Quoted in Malaysia

- Other investments 1,489                     1,181                     1,273                    

Quoted outside Malaysia

- Other investments 5,958                     2,008                     1,443                    

Total quoted investments 7,447                     3,189                     2,716                    


B8
Status of corporate proposal

a) 
b) 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. On 27 April 2004, the High Court has dismissed the petition to sanction the “Proposed Scheme”. MTT has filed Notice of Appeal in respect of the above decision on 14 May 2004. The RSO has been extended pending the appeal being heard and disposed of at the Court of Appeal.
B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	 Payable within 12 months 
	
	
	
	
	

	 Term loans
	
	
	
	
	2,374

	Hire purchase and lease payables
	
	
	
	322

	Short term borrowings
	
	
	
	
	73,314

	Block discount payables
	
	
	
	
	31,773

	Bank overdraft
	
	
	
	
	24,411

	
	
	
	
	
	132,194


	Payable after 12 months
	
	
	
	

	Term loans
	
	
	
	
	256,927

	Block discount payables
	
	
	
	
	7,324

	Hire purchase and lease payables
	
	
	
	
	455

	
	
	
	
	
	264,706

	
	
	
	
	
	

	Total
	
	
	
	
	396,900


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 2003.

B11
Changes in material litigation 


There were no changes in material litigation for the financial period ended 31 December 2004.

B12
Dividend


The Directors do not recommend any interim dividend for the financial period ended 31 December 2004.

B13
Earnings per share

(a) Basic earnings per share

	
	3 months ended 31.12.2004
	3 months ended 31.12.2003
	Year-to-date

31.12.2004
	Year-to-date

31.12.2003

	Net (loss) / profit  for the financial period (RM'000)
	(198,807)
	83
	(194,373)
	5,086

	
	
	
	
	

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

	
	
	
	
	

	Basic (loss) / earnings per share (sen)
	(48.25)
	0.02
	(47.17)
	1.23

	
	
	
	
	


B14
Comparative figures


Certain comparative figures have been restated to follow the audited accounts for the financial year ended 
31st December 2003.
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				Investment		Leasing		Travel and		Hospitality		Investment		Property		SPVs		Others		Eliminations		Total

				properties		& Financing		tour				holding		development

				RM		RM		RM		RM		RM		RM		RM		RM		RM		RM

		Revenue

		Subsidiaries

		-External revenue		5,499,368		12,374,880		4,860,317		13,317,870		3,912,595		32,035,099		- 0		- 0		- 0		72,000,129

		-Inter-segment revenue		- 0		- 0		- 0		- 0		3,133,849		- 0		- 0		- 0		(3,133,849)		- 0

				5,499,368		12,374,880		4,860,317		13,317,870		7,046,444		32,035,099		- 0		- 0		(3,133,849)		72,000,129

		Results

		Segment profit/(loss)		2,612,384		(1,335,533)		(66,972)		1,076,039		5,758,505		7,100,045		699,248		(14,238)		- 0		15,829,478

		Interest income		36,073		1,499,057		- 0		- 0		208,025		563,422		6,052		- 0		- 0		2,312,629

		Finance cost		(1,915,821)		- 0		- 0		- 0		(1,811,380)		(2,361,423)		(6,741,300)		- 0		- 0		(12,829,924)

																						5,312,183

		Goodwill written off																				(198,635,729)

																						(193,323,546)

		Taxation																				(1,049,547)

		Profit after taxation																				(194,373,093)

		Minority interests																				- 0

		Net profit for the period																				(194,373,093)
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								3 months ended				3 months ended				Year-to-date				Year-to-date

								31-Dec-04				31-Dec-03				31-Dec-04				31-Dec-03

								RM'000				RM'000				RM'000				RM'000

		Current tax expense

		-current						(131)				453				(972)				(844)

		-prior year						(61)				(87)				(78)				(156)

								(192)				366				(1,050)				(1,000)

		Reversal of share of tax

		expenses of associate						- 0				949				- 0				- 0

								(192)				1,315				(1,050)				(1,000)
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								3 months ended				12 months ended

								31-Dec-04				31-Dec-04

								RM'000				RM'000

		Total purchase consideration						- 0				15,090

		Total sale proceeds						- 0				18,744

		Total profit on disposal						- 0				3,590
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				At Cost				At Book Value				At Market Value

				RM'000				RM'000				RM'000

		Quoted in Malaysia

		- Other investments		1,489				1,181				1,273

		Quoted outside Malaysia

		- Other investments		5,958				2,008				1,443

		Total quoted investments		7,447				3,189				2,716






