FURQAN BUSINESS ORGANISATION BERHAD (“FBO”)







INTERIM REPORT FOR THE PERIOD ENDED 30 SEPTEMEBR 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, 10 March 2008 and 13 June 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 financial period under review. 

A8
Dividends paid


There was no dividend paid for the financial period under review.
A9
Segmental reporting


The Group’s segmental report for the financial period 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 2007 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 under review, 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 RM15 million compared to RM22 million 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 travel and tours subsidiary companies.

B2
Material changes in the profit before taxation

The Group reported loss before tax of RM1 million for current quarter compared to RM7 million for the preceding year correspondence quarter was mainly due to higher losses incurred in property development division in preceding year correspondence quarter.

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 (“DTKH”), Teong Hoe Holding Sdn. Bhd. (“THHSB”) and Forad Management Sdn. Bhd. (“FMSB”), 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 vendor of EBFSB, namely THHSB, 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 to claim the sum of RM18.83 million being the balance of profit shortfall.

On 23 July 2007, a judgment in default of appearance was entered into against the FMSB for the sum of RM18.83 million. However the FMSB has failed to settle the said judgment sum todate. 

Meanwhile the THHSB and DTKH have agreed to settle amicably and on 25 September 2008 the parties have recorded a consent judgment based on terms stated in the draft settlement order. Final settlement terms have yet to be entered into as at to-date. 

The Board is optimistic of an amicable resolution in respect of the aforesaid claim

(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



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

30-Sep-08 30-Sep-07 30-Sep-08 30-Sep-07

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

Tax expense

  Income tax

     -current year (5)                         262                      (32)                  216                   

     -prior year 10                        (2,291)                  (87)                  (2,448)              

  Deferred tax 345                      -                       518                  -                   

350                      (2,029)                  399                  (2,232)              


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 financial period under review except as disclosed in the income statement. 

B7
Quoted investments


There were no quoted investments acquired or disposed off during the financial period under review. Total quoted investments as at 30 September 2008 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 500                        500                        430                       

Quoted outside Malaysia

- Other investments 5,958                     893                        863                       

Total quoted investments 6,458                     1,393                     1,293                    


B8
Status of corporate proposal

On 23 October 2008, the Board announced that the Company proposed to undertake the following corporate exercises: 

i) Proposed share capital reduction pursuant to Section 64(1) of the Companies Act, 1965 involving the cancellation of RM0.75 of the par value of each existing ordinary share of RM1.00 each in the Company (“Proposed Par Value Reduction”); 

ii) Proposed consolidation of every two (2) ordinary shares of RM0.25 each after the Proposed Par Value Reduction into one (1) new ordinary share of RM0.50 each (“Proposed Share Consolidation”); and

iii) Proposed amendment to the relevant clause of the Memorandum of Association of the Company to give effect to the Proposed Par Value Reduction and Proposed Share Consolidation.

On 4 November 2008, the Board announced that the Company will hold an Extraordinary General Meeting on Tuesday, 2 December 2008 to table the special resolution on aforesaid proposals for its shareholders’ consideration and approval.

B9
Group borrowings and debts securities


Total secured bank borrowings are as follows:











        RM’000

	  Payable within 12 months 
	
	
	
	
	

	  Term loans
	
	
	
	
	106,627

	Hire purchase and lease payables
	
	
	
	363

	Short term borrowings
	
	
	
	
	48,345

	Block discount payables
	
	
	
	
	29,329

	Bank overdraft
	
	
	
	
	25,699

	
	
	
	
	
	210,363

	Payable after 12 months
	
	
	
	

	Term loans
	
	
	
	
	9,199

	Hire purchase and lease payables
	
	
	
	
	406

	
	
	
	
	
	9,605

	Total
	
	
	
	
	219,968


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 2007.

B11
Changes in material litigation 


There were no material litigations for the financial period under review other than disclosed below:

In September 2008, the Company, pursuant to the Share Sale Agreement dated 12 June 2000 and Supplementary Share Sale Agreement dated 12 October 2001, filed Writ of Summons and Statement of Claims against the respective vendors of a wholly owned subsidiary company FBO Leasing Sdn Bhd, namely Forad Management Sdn. Bhd. (“FMSB”), Chong Ching Siew Holdings Sdn. Bhd. (“CCSHSB”) and Tong Yoong Fatt (“TYF”) for an amount of RM70,000,000 for losses incurred by the Company in relation to the acquisition in 2001. 

The writ of summons was served on FMSB on 9 October 2008 and is pending reply from FMSB. The writ of summons was served on CCSHSB and TYF on 20 October 2008. CCSHSB and TYF have approached FBO for settlement of the aforesaid claim. No mention or hearing date has yet been fixed as at to-date. 

The Board is optimistic of an amicable resolution in respect of the aforesaid claim.

B12
Dividend

The Directors do not recommend any dividends for the financial period ended 30 September 2008.

B13
Earnings per share

	
	3 months ended 30-Sep-2008
	3 months ended 30-Sep-2007
	Year-to-date

30-Sep-2008
	Year-to-date

30-Sep-2007

	Profit / (Loss) attributable to equity holders of the Company (RM'000)
	(1,909)
	(9,179)
	(14,893)
	(20,360)

	
	
	
	
	

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

	
	
	
	
	

	Basic loss per share (sen)
	(0.43)
	(2.05)
	(3.33)
	(4.56)
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								3 months ended				3 months ended				Year-to-date				Year-to-date

								30-Sep-08				30-Sep-07				30-Sep-08				30-Sep-07

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

		Tax expense

		Income tax

		-current year						(5)				262				(32)				216

		-prior year						10				(2,291)				(87)				(2,448)

		Deferred tax						345				- 0				518				- 0

								350				(2,029)				399				(2,232)
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				Investment		Leasing		Travel		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		5,703		569		21,444		17,359		60		9,133		- 0		- 0		54,268

		Inter-segment revenue		- 0		- 0		- 0		- 0		518		- 0		- 0		(518)		- 0

		Total revenue		5,703		569		21,444		17,359		578		9,133		- 0		(518)		54,268

		Results

		Segment profit/(loss)		449		(5,291)		242		4,425		3,428		(6,644)		(3,886)		(3,515)		(10,792)

		Interest income		30		9		- 0		- 0		- 0		88		3,820		(3,820)		127

		Finance cost		(5,248)		(4,596)		(58)		- 0		(15)		(5,131)		- 0		3,820		(11,228)

		Loss before taxation																		(21,893)

		Taxation																		399

		Loss for the period																		(21,494)

		Gain on disposal of 
  subsidiary companies																		6,432

																				(15,062)
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				At Cost				At Book Value				At Market Value

				RM'000				RM'000				RM'000

		Quoted in Malaysia

		- Other investments		500				500				430

		Quoted outside Malaysia

		- Other investments		5,958				893				863

		Total quoted investments		6,458				1,393				1,293






