FURQAN BUSINESS ORGANISATION BERHAD (“FBO”)







INTERIM REPORT FOR THE PERIOD ENDED 30 JUNE 2007

EXPLANATORY NOTES

A1
Basis of preparation

This interim report is prepared in accordance with FRS 134 “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad’s Listing Requirement and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2006. 

The significant accounting policies, methods of computation and basis of consolidation applied in the interim financial statements are consistent with those adopted in the Group’s audited financial statements for the financial year ended 31 December 2006 except for the adoption of the following new and revised FRSs effective for the financial period beginning 1 January 2007 :

FRS 117

Leases

FRS 124

Related Party Disclosures

The Group has not adopted FRS 139 Financial Instruments: Recognition and Measurement as its effective date has been deferred.


The adoption of the new and revised FRSs does not have significant financial impact on the Group.

A2
Audit qualifications

The auditors’ reports on the financial statements of the subsidiary companies for the financial year ended 31 December 2006 were not subject to any qualification and did not include any comment made under sub-section (3) of Section 174 of the Act except for the auditors’ reports on the financial statements of Discover Orient Holidays Sdn Bhd and Likas View Sdn Bhd which were qualified in respect of the completeness and validity of certain revenue and expenses, and the appropriateness of presenting the financial statements on a going concern basis. 


Kindly refer to Company Announcement dated 30 April 2007.

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
Changes in the composition of the Group


There were no changes in the composition of the Group during the financial period under review.

A5
Unusual items 

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

A6
Change in estimates


There were no material changes in estimates in the current quarter results.

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 current financial period under review. 

A8
Dividends paid


There was no dividend paid for the current financial period under review.
A9
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 4,753,018     400,719          22,026,983   9,910,512     -               6,607,569     249,303     -           -             43,948,104     

-Inter-segment revenue -                -                 -                -                435,000       -                -             210,000    (645,000)    -                  

4,753,018     400,719          22,026,983   9,910,512     435,000       6,607,569     249,303     210,000    (645,000)    43,948,104     

Results

Segment profit/(loss) 1,771,916     (9,056,963)     308,865        2,294,513     (982,684)      (4,751,957)    (981,252)    (89,762)    -             (3,578,885)      

Interest income 89,152          28,522            -                -                -               41,904          16,701       4               -             176,283          

Finance cost (1,657,960)    (2,839,714)     (74,568)         -                (523,041)      (1,890,665)    (603,369)    -           -             (7,589,317)      

(10,991,919)    

Taxation (202,502)         

Net loss for the period (11,194,421)    





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 2006. 

A11
Subsequent material event

There is no subsequent event that would materially affect the results for the financial period ended 30 June 2007. 

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 2006, there were no material 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 BURSA MALAYSIA SECURITIES BHD’S LISTING REQUIREMENTS

B1
Review of performance

In the current quarter, the Group recorded revenue of RM25.75 million, an increase of RM16.80 million compared to the previous year’s corresponding quarter mainly due to contribution from newly acquired Tour and Travel company. 

B2
Material changes in the profit before taxation

Lower loss before tax of RM3.18 million for current quarter compared to loss before tax of RM8.24 million for the preceding quarter were mainly due to write back of provision for doubtful debts no longer required.
B3
Group prospects

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

Barring any unforeseen circumstances, The Board expects to continue efforts in achieving better performance in the forthcoming 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 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 25 July 2006, the Company had requested Universal Trustee (Malaysia) Berhad (TRUSTEE), the stakeholder for the profit guaranteed pledge shares, to sell all the Security Shares held by the Vendors in the open market. The sale of Security Shares has commenced in November 2006.

On 22 January 2007, TRUSTEE had completed the disposal of Security Shares with a total proceeds of RM1.42 million. The profit short fall after the disposal of Security Shares is RM18.83 million.

On 4 May 2007, letters of demand had been sent out to the vendors through a solicitor for the balance of the shortfall. Thereafter, on 6 July 2007, writ of summons had been served to the vendors.

On March 3, 2006, the vendors of Discover Orient Holidays Sdn Bhd (“DOHSB”) gave a guarantee to the Company that the aggregate profits of DOHSB for three financial years ending December 31, 2008 shall not be less than RM3,000,000 based on audited financial statements and in any event not less than RM500,000 a year, for each year till December 31, 2008.

B5
Taxation




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

30-Jun-07 30-Jun-06 30-Jun-07 30-Jun-06

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

(Restated) (Restated)

Tax expense

     -current year (7)                         -                       (46)                  (182)                 

     -prior year 21                        -                       (157)                -                   

14                        -                       (203)                (182)                 


The tax expense was in respect of 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 except as disclosed in the income statement. 

B7
Quoted investments


Total quoted investments as at 30 June 2007 are as follows:-












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

RM'000 RM'000 RM'000

Quoted outside Malaysia

- Other investments 5,958                     2,008                     2,697                    


B8
Status of corporate proposal

a) On 11 November 2005, Likas View Sdn Bhd (“LVSB”), a wholly owned subsidiary company of the Group entered into a settlement agreement with Danaharta for the settlement of Guaranteed Secured Term Loan amounting to RM22,240,000 and Non Guaranteed Convertible Secured Term Loan amounting to RM5,117,641 through the proceeds from the disposal of certain properties of LVSB for a consideration of RM18,000,000. The company has been notified by Prokhas Sdn Bhd that they had received full payment on 18 June 2007.
b) On 12 March 2007, Arif Dinasti Sdn Bhd, an indirect subsidiary company of the Group had entered into Sale and Purchase Agreement with Helang Waja Sdn Bhd to dispose of a piece of land for a total consideration of RM8,600,000. 

a) 
B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	 Payable within 12 months 
	
	
	
	
	

	 Term loans
	
	
	
	
	7,148

	Hire purchase and lease payables
	
	
	
	520

	Short term borrowings
	
	
	
	
	55,040

	Block discount payables
	
	
	
	
	26,273

	Bank overdraft
	
	
	
	
	26,978

	
	
	
	
	
	115,959


	Payable after 12 months
	
	
	
	

	Term loans
	
	
	
	
	123,397

	Hire purchase and lease payables
	
	
	
	
	592

	
	
	
	
	
	123,989

	Total
	
	
	
	
	239,948


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 2006.

B11
Changes in material litigation 


There were no changes in material litigation for the financial period under review.

B12
Dividend

The Directors do not recommend any dividends for the financial period ended 30 June 2007.

B13
Earnings per share

Basic earnings per share

	
	3 months ended 30.06.2007
	3 months ended 30.06.2006
	Year-to-date

30.06.2007
	Year-to-date

30.06.2006

	Net profit / (loss)  for the financial period (RM'000)
	(3,161)
	(6,133)
	(11,194)
	(11,936)

	
	
	
	
	

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

	
	
	
	
	

	Basic loss  per share (sen)
	(0.71)
	(1.37)
	(2.51)
	(2.67)
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				At Cost				At Book Value				At Market Value

				RM'000				RM'000				RM'000

		Quoted outside Malaysia

		- Other investments		5,958				2,008				2,697
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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		4,753,018		400,719		22,026,983		9,910,512		- 0		6,607,569		249,303		- 0		- 0		43,948,104

		-Inter-segment revenue		- 0		- 0		- 0		- 0		435,000		- 0		- 0		210,000		(645,000)		- 0

				4,753,018		400,719		22,026,983		9,910,512		435,000		6,607,569		249,303		210,000		(645,000)		43,948,104

		Results

		Segment profit/(loss)		1,771,916		(9,056,963)		308,865		2,294,513		(982,684)		(4,751,957)		(981,252)		(89,762)		- 0		(3,578,885)

		Interest income		89,152		28,522		- 0		- 0		- 0		41,904		16,701		4		- 0		176,283

		Finance cost		(1,657,960)		(2,839,714)		(74,568)		- 0		(523,041)		(1,890,665)		(603,369)		- 0		- 0		(7,589,317)

																						(10,991,919)

		Taxation																				(202,502)

		Net loss for the period																				(11,194,421)
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								3 months ended				3 months ended				Year-to-date				Year-to-date

								30-Jun-07				30-Jun-06				30-Jun-07				30-Jun-06

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

												(Restated)								(Restated)

		Tax expense

		-current year						(7)				- 0				(46)				(182)

		-prior year						21				- 0				(157)				- 0

								14				- 0				(203)				(182)






