FURQAN BUSINESS ORGANISATION BERHAD (“FBO”)







INTERIM REPORT FOR THE PERIOD ENDED 31 MARCH 2008

EXPLANATORY NOTES

A1
Basis of preparation

This interim report is unaudited and has been prepared in accordance with FRS 134 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirement of Bursa Malaysia Securities Berhad and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2007. The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2007.
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 2007.

A2
Audit qualifications

The auditors’ report on the audited annual financial statements for the financial year ended 31 December 2007 was not subject to any qualification.

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


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.


Kindly refer to Company announcements dated 30 January 2008 and 10 March 2008.


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
Changes in estimates


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

A7
Debt 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:
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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 2008 and valuation performed as of date of this report. 

A11
Subsequent material event

There were no other material events subsequent to the end of the interim period that have not been reflected in the financial statements for the interim period. 

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 2007, there were no material changes in the contingent liabilities and contingent assets of the Group.

A13
Capital Commitments

During the financial period, 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 RM14 million compared to RM18 in the previous year’s corresponding quarter mainly due to no revenue reported by few subsidiary companies which was disposed during financial period under review and year 2007, i.e. FBO Tours & Travel Sdn Bhd and Likas View Sdn Bhd and lower revenue reported from property development subsidiary companies.

B2
Material changes in the profit before taxation

The Group reported loss before tax of RM5 million for current quarter compared to loss before tax of RM8 million for the preceding quarter were mainly due gain on disposal of subsidiary companies.

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 guarantee


(i) Eastern Biscuits Factory Sdn Bhd

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.

(ii) Discover Orient Holidays Sdn Bhd

On 3 March 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 31 December 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 31 December 2008.

The Company had on 24 October 2007 entered into a second Supplemental Agreement to add, delete, vary, amend, alter and change the terms and conditions as stipulated in the Share Sale Agreement and the Supplemental Agreement dated 3 March 2006 and 10 July 2006 respectively, of which the commencement date shall be 1 November 2006.


This variation was adopted by the Board in light of the later completion for the acquisition of DOHSB. DOHSB was only effectively a FBO subsidiary in October 2006.  The vendors has confirmed that the profit of DOHSB for the period of 1 November 2006 until 31 October 2007 is RM169,416 compare to RM500,000 a year profit guarantee, thus resulting in a shortfall of RM330,584. Whilst the guarantee is on an aggregate basis, the Board has on 27 February 2008 writes to the guarantors to explain the shortfall. 

B5
Taxation
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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 31 March 2008 are as follows:-
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RM'000 RM'000 RM'000

Quoted outside Malaysia

- Other investments 6,458                    1,393                  1,415                    





B8
Status of corporate proposal

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.  

On 30 April 2008 Eastern Biscuit Factory Sdn. Bhd., a wholly owned subsidiary, had entered into a Joint Venture Agreement with Daya Hikmat Sdn. Bhd. ("DHSB" or "the Owner") for the development of a piece of land measuring 107.07 acres known as Lot PT 2494, East - West Highway, 17600 Jeli, Kelantan Darul Naim of which DHSB is the registered and beneficial landowner. 

 

B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	  Payable within 12 months 
	
	
	
	
	

	  Term loans
	
	
	
	
	109,026,857

	Hire purchase and lease payables
	
	
	
	310,184

	Short term borrowings
	
	
	
	
	46,414,405

	Block discount payables
	
	
	
	
	26,258,339

	Bank overdraft
	
	
	
	
	24,818,178

	
	
	
	
	
	206,827,963


	Payable after 12 months
	
	
	
	

	Term loans
	
	
	
	
	11,007,003

	Hire purchase and lease payables
	
	
	
	
	593,040

	
	
	
	
	
	11,600,043

	Total
	
	
	
	
	218,428,006


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 2008.

B11
Changes in material litigation 


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

B12
Dividend

The Directors do not recommend any dividends for the financial period ended 31 December 2008.

B13
Earnings per share

	
	3 months ended 31.03.2008
	3 months ended 31.03.2007
	Year-to-date

31.03.2008
	Year-to-date

31.03.2007

	Profit / (Loss)  attributable to equity holders of the Company (RM'000)
	(5,225)
	(8,033)
	(5,225)
	(8,033)

	
	
	
	
	

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

	
	
	
	
	

	Basic loss  per share (sen)
	(1.17)
	(1.80)
	(1.17)
	(1.80)
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								3 months ended				3 months ended				Year-to-date				Year-to-date

								31-Mar-08				31-Mar-07				31-Mar-08				31-Mar-07

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

		Tax expense

		-current year						(24)				(39)				(24)				(39)

		-prior year						(93)				(178)				(93)				(178)
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				Investment		Leasing		Travel and		Hospitality		Investment		Property		Others		Eliminations		Total

				properties		& financing		tour				holding		development

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

		Revenue

		-External revenue		1,667		212		6,222		5,781		193		308		- 0		(173)		14,210

		-Inter-segment revenue		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0

		Total revenue		1,667		212		6,222		5,781		193		308		- 0		(173)		14,210

		Results

		Segment profit/(loss)		(1,555)		(5,616)		175		1,445		1,773		(2,557)		1,642		1,826		(2,867)

		Interest income		2		9		- 0		- 0		- 0		2		1,810		(1,810)		13

		Finance cost		(1,792)		(2,625)		(16)		- 0		(5)		(2,428)		- 0		1,810		(5,056)

		Loss before taxation																		(7,910)

		Taxation																		(117)

		Loss for the period																		(8,027)

		Gain on disposal of 
subsidiary companies																		2,797

																				(5,230)
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				At Cost				At Book Value				At Market Value

				RM'000				RM'000				RM'000

		Quoted outside Malaysia

		- Other investments		6,458				1,393				1,415






