FURQAN BUSINESS ORGANISATION BERHAD (“FBO”)







INTERIM REPORT FOR THE PERIOD ENDED 30 JUNE 2006
EXPLANATORY NOTES

A1
Basis of preparation

This interim report is prepared in accordance with FRS 134 (formerly known as 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 2005. 

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2005. 
A2
Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006 :
FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101

Presentation of Financial Statements

FRS 102

Inventories

FRS 108

Accounting Policies, Changes in Estimates and Errors

FRS 110

Events after the Balance Sheet Date

FRS 116

Property, Plant and Equipment
FRS 121

The Effects of Changes in Foreign Exchange Rates

FRS 127

Consolidated and Separate Financial Statements

FRS 128

Investments in Associates

FRS 131

Interests in Joint Ventures

FRS 132

Financial Instruments: Disclosure and Presentation

FRS 133

Earnings Per Share

FRS 136 
Impairment of Assets

FRS 138

Intangible Assets

FRS 140

Investment Property

Save for FRS 5 and FRS 127, the adoption of the above FRSs does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of FRS 5 are discussed below:

FRS 5: Non-current Assets Held for Sale and Discontinued Operations
The Group has applied FRS 5 prospectively in accordance with its transitional provisions, which has resulted in a change in accounting policy on the recognition of a discontinued operation. Prior to 1 January 2006, under the previous FRS 135, the Group enters into a binding sale agreement and the date the board of directors have approved and announced a formal disposal plan. FRS 5 requires a component of an entity to be classified as discontinued when the criteria to be classified as held for sale have been met or it has been disposed of. Such a component represents a separate major line of business or geographical area of operations, is part of a single co-ordinated plan to dispose of the component or is a subsidiary acquired exclusively with a view to resale. The result of this change in accounting policy is that a discontinued operation is recognized by the Group at a later point than under the previous FRS 135 due to the stricter criteria in FRS 5.
An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use. The assets and liabilities of a discontinued operation (a disposal group) that are classified as held for sale are measured in accordance with FRS 5. Immediately before classification as held for sale, the carrying amounts of all the assets and liabilities in the disposal group is measured in accordance with applicable FRSs. Then, on initial classification as held for sale, the disposal group is recognized at the lower of carrying amount and fair value less costs to sell.
FRS 127: Consolidated and Separate Financial Statements

Prior to 1 January 2006, the consolidated financial statements include the financial statements of the Company and all its subsidiaries except for Austral Amal Properties Sdn Bhd, Austral Amal Properties (PJ) Sdn Bhd, Likas View Sdn Bhd, Duta Kota Sdn Bhd, Golden Forum Sdn Bhd, Great Demand Sdn Bhd and Sharikat Kemajuan Sasa Sdn Bhd. The reason for exclusion is that the management is of the opinion that the control of these companies is temporary as the investments and/or assets of the subsidiaries will be disposed/liquidated in the near future.
For the current accounting period, the consolidated financial statements include the financial statements of the Company and all its subsidiaries with the comparatives restated to conform with the FRS 127.

The adoption of FRS 5 and FRS 127 have resulted to some reclassification being made in the current quarter to the announced financial statements of the 1st quarter 2006. The effect of the reclassification has no significant impact to the 1st quarter announcement.
A3
Audit qualifications

The audit report of preceding annual financial statements of FBO for the financial year ended 31 December 2005 was not qualified.

A4
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.

A5
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 acquisition of a subsidiary company, Discover Orient Holidays Sdn Bhd (“DOH”), announced on 3 March 2006. The completion date was extended to 31 July 2006 as announced on 25 May 2006. The completion date was later extended to 31 August 2006.
A6
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 note A2. 

A7
Change in estimates


There were no material changes in estimates for the financial period ended 30 June 2006.

A8
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 June 2006. 

A9
Dividends paid


There was no dividend paid during the financial period ended 30 June 2006.
A10
Segmental reporting


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


[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 5,111,448     2,548,859       3,152,060   9,195,491     1,184,729    306,574        236,540         -          -               21,735,701     

-Inter-segment revenue -                -                 -             -                360,000       -                -                -          (360,000)      -                  

5,111,448     2,548,859       3,152,060   9,195,491     1,544,729    306,574        236,540         -          (360,000)      21,735,701     

Results

Segment profit/(loss) 138,582        (7,918,903)     (77,225)      1,790,845     (233,450)      (761,315)       276,316         (66,912)   -               (6,852,062)      

Interest income -                30,100            -             -                2,934           265,600        -                -          -               298,634          

Finance cost (2,309,672)    -                 (1,385)        -                (521,705)      (1,662,430)    (2,812,008)    -          -               (7,307,200)      

(13,860,628)    

Taxation 1,924,669       

Loss after taxation (11,935,959)    

Minority interests 25,786            

Net loss for the period (11,910,173)    





A11
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 2005. 

A12
Subsequent material event

There is no subsequent event that would materially affect the results for the financial period ended 30 June 2006. 

A13
Changes in contingent liabilities and contingent assets

Save for disclosures that were made in the audited financial statements for the year ended 31 December 2005, there were no material changes in the contingent liabilities and contingent assets of the Group.

A14
Capital Commitments

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


A15
Non-current Assets Held for Sale
As at 30th June 2006, the Group has marked 3 investment properties classified under non-current assets held for sale, namely Kompleks Pencala and CAK Plaza for the wholly owned subsidiary Austral Amal Properties Sdn Bhd and Likas Square for wholly owned subsidiary Likas View Sdn Bhd, of which the sale of Kompleks Penchala and CAK Plaza was completed in July 2006 and Likas Square is expected to complete in the 4th quarter of 2006.
ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF THE BURSA MALAYSIA SECURITIES BHD’S LISTING REQUIREMENTS

B1
Review of  performance

In the current quarter, the Group recorded loss before tax of RM13.86 million compared to loss before tax of RM0.94 million in the previous year’s corresponding quarter mainly due to drop of revenue in property development sector and lower revenue from investment property sector after the Group disposed off 3 investment properties during the second half of financial year 2005. In previous year’s corresponding quarter the Group also recorded gain on disposal of real property asset amounting to RM4.7 million.

B2
Material changes in the profit before taxation

Higher loss before tax of RM8.24 million for current quarter compared to loss before tax of RM5.62 million (restated) for the preceding quarter were mainly due higher provision for doubtful debts at leasing sector.
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

The profit guarantee by the vendors of Eastern Biscuits Factory Sdn Bhd (“EBFSB”) was approved by the shareholders on 26 June 2003. The profit guarantee agreements provided that EBFSB’s profit before tax would not be less than RM 9.235 million for the financial year ended 31 December 2003, RM 14.780 million for the financial year ended 31 December 2004 and RM 18.314 million for the financial year ended 31 December 2005.

During the financial year ended 31 December 2004, EBFSB had recorded a profit before tax of RM8.387 million resulting in a shortfall of RM6.393 million. For the financial year ended 31 December 2005, EBFSB’s profit before tax was RM4.48 million, thus resulting in a shortfall of RM13.84 million. As of 21 October 2005, the Company had sent a Letter of Demand to each of the vendors of EBFSB, namely Dato' Tan Kok Hwa, Teong Hoe Holding Sdn. Bhd. and Forad Management Sdn. Bhd., to recover the profit guarantee shortfall for the financial year ended 2004. 

On 4 May 2006, the Company received a settlement proposal from one of the profit guarantors, the Vendors of Eastern Biscuit Factory Sdn Bhd, namely Teong Hoe Holding Sdn Bhd, for the profit guarantee shortfall of RM6.393 million for the financial year ended 2004.

The Board has sought legal opinion and advice on the enforcement of the profit guarantee shortfalls. On 16 May 2006, the Company had also sent a written confirmation to the vendors seeking their action to address the shortfall for the financial year ended 2005. 
On 25th July 2006, the Company had requested Universal Trustee (Malaysia) Berhad, the stakeholder for the profit guaranteed pledge shares, to sell all the Security Shares held by the Vendors in the open market. However, the Trustees have yet to confirm the commencement of sale.
B5
Taxation



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

30-Jun-06 30-Jun-05 30-Jun-06 30-Jun-05

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

(Restated) (Restated)

Tax expense

     -current year -                       (36)                       (182)                (80)                   

     -prior year -                       -                       -                  (20)                   

     -deferred tax 2,106,438            -                       2,106,438        -                   

2,106,438            (36)                       2,106,256        (100)                 


The tax expense was in respect of Malaysian tax. The effective current year tax rate for the financial period ended 31 March 2006 was lower than the statutory tax rate mainly due to certain income not taxable for tax purposes and utilization of unabsorbed tax losses. 

B6
Unquoted investments

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

B7
Quoted investments


There was no quoted investment acquired or disposed off during the financial period ended 30 June 2006. Total quoted investments as at 30 June 2006 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 1,489                     1,181                     1,450                    

Quoted outside Malaysia

- Other investments 5,958                     2,008                     2,170                    

Total quoted investments 7,447                     3,189                     3,620                    


B8
Status of corporate proposal

a) The Company had on 3 March 2006 entered into a Share Sale Agreement ("the Agreement") with Wong Ah Choy and Chin Kim Lan ("the Vendors") to acquire 200,000 ordinary shares of RM1.00 each in Discover Orient Holidays Sdn. Bhd. (Company No. 233695-A) ("DOH") representing 100% of the total issued and paid up capital of DOH ("Sale Shares") for a total consideration of RM7,500,000.00 (Ringgit Malaysia Seven Million and Five Hundred Thousand) only ("the said Consideration') for cash ("the said Acquisition"). The completion date was later extended to 3 July 2006. The purchase consideration and completion date were later revised to RM7,000,000.00 and 31/7/2006 respectively through a Supplemental Agreement dated 10 July 2006. The completion date was later extended to 31 August 2006.
b) A wholly owned subsidiary of the Company, Austral Amal Properties Sdn. Bhd. (Company No. 345239-T) ("AAP" or "the Vendor"), had on 6 April 2006 entered into a Sale and Purchase Agreement ("the Agreement") with Scanart Data System (M) Sdn. Bhd. (Company No. 318162-V) ("SDS" or "the Purchaser") to dispose of all that piece of land held under issue document of title : Lease Negeri 9425, Lot No. 27, Bandar Petaling Jaya, Daerah Petaling, Negeri Selangor Darul Ehsan measuring in area approximately 8978.9484 sq metres ("the Land"), and a 4 storey office and warehouse complex for the time being known as "Kompleks Penchala" has been erected on the Land ("said Property") for a total consideration of RM15,100,000.00 (Ringgit Malaysia Fifteen Million and One Hundred Thousand) only ("the Purchase Price") ("the said Disposal"). The sale was completed in July 2006. In August 2006, the Group received a confirmation from Prokhas Sdn Bhd on the full and final settlement of the Guaranteed Secured Term Loan and Non-Guaranteed Convertible Secured Term Loan attached to Kompleks Penchala and 2 other investment properties, namely Kompleks Kemajuan and CAK Plaza.
c)
Further to the Company's announcement on 21 October 2005, the Company had on 4 May 2006 received a settlement proposal dated 8 March 2006 from one of the profit guarantors, the Vendors of Eastern Biscuit Factory Sdn. Bhd., namely Teong Hoe Holding Sdn. Bhd. for the profit guarantee shortfall of RM6,392,562 for the financial year ended December 2004.

In this respect, the Board had sought and obtained a legal opinion. On 25th July 2006, the Company had requested Universal Trustee (Malaysia) Berhad, the stakeholder for the profit guaranteed pledge shares, to sell all the Security Shares held by the Vendors in the open market. However, the Trustees have yet to confirm the commencement of sale.
a) 
B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	 Payable within 12 months 
	
	
	
	
	

	 Term loans
	
	
	
	
	3,680

	Hire purchase and lease payables
	
	
	
	34

	Short term borrowings
	
	
	
	
	63,828

	Block discount payables
	
	
	
	
	25,439

	Bank overdraft
	
	
	
	
	23,597

	
	
	
	
	
	116,578


	Payable after 12 months
	
	
	
	

	Term loans
	
	
	
	
	249,125

	Block discount payables
	
	
	
	
	703

	Hire purchase and lease payables
	
	
	
	
	647

	
	
	
	
	
	250,475

	
	
	
	
	
	

	Total
	
	
	
	
	367,053


B10
Off balance sheet financial instruments

The Group does not have any financial instrument with off balance sheet risk at the date of this report except for the extent of the corporate guarantee issued to certain scheme companies in relation to the Guaranteed Secured Term Loan (“GSTL”) and promissory notes, pursuant to the Corporate Restructuring Exercise carried out by the Group and corporate guarantee on borrowing facilities obtained by subsidiary companies. Details on the salient features of the GSTL are set out in the annual financial statements for the year ended 31 December 2005.

B11
Changes in material litigation 


There were no changes in material litigation for the financial period ended 31 March 2006.
B12
Dividend

The Directors do not recommend any interim/final dividend for the financial period ended 31 March 2006.
B13
Earnings per share

Basic earnings per share

	
	3 months ended 30.06.2006
	3 months ended 30.06.2005
	Year-to-date

30.06.2006
	Year-to-date

30.06.2005

	Net profit / (loss)  for the financial period (RM'000)
	(6,118)
	2,416
	(11,910)
	(1,042)

	
	
	
	
	

	Number of ordinary share in issue ('000)
	446,669
	412,026
	446,669
	412,026

	
	
	
	
	

	Basic loss  per share (sen)
	(1.36)
	0.59
	(2.67)
	(0.25)
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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		5,111,448		2,548,859		3,152,060		9,195,491		1,184,729		306,574		236,540		- 0		- 0		21,735,701

		-Inter-segment revenue		- 0		- 0		- 0		- 0		360,000		- 0		- 0		- 0		(360,000)		- 0

				5,111,448		2,548,859		3,152,060		9,195,491		1,544,729		306,574		236,540		- 0		(360,000)		21,735,701

		Results

		Segment profit/(loss)		138,582		(7,918,903)		(77,225)		1,790,845		(233,450)		(761,315)		276,316		(66,912)		- 0		(6,852,062)

		Interest income		- 0		30,100		- 0		- 0		2,934		265,600		- 0		- 0		- 0		298,634

		Finance cost		(2,309,672)		- 0		(1,385)		- 0		(521,705)		(1,662,430)		(2,812,008)		- 0		- 0		(7,307,200)

																						(13,860,628)

		Taxation																				1,924,669

		Loss after taxation																				(11,935,959)

		Minority interests																				25,786

		Net loss for the period																				(11,910,173)
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								3 months ended				3 months ended				Year-to-date				Year-to-date

								30-Jun-06				30-Jun-05				30-Jun-06				30-Jun-05

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

												(Restated)								(Restated)

		Tax expense

		-current year						- 0				(36)				(182)				(80)

		-prior year						- 0				- 0				- 0				(20)

		-deferred tax						2,106,438				- 0				2,106,438				- 0

								2,106,438				(36)				2,106,256				(100)
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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				1,450

		Quoted outside Malaysia

		- Other investments		5,958				2,008				2,170

		Total quoted investments		7,447				3,189				3,620






