FCW HOLDINGS BERHAD (Company No. 3116-K)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FORTH FINANCIAL QUARTER ENDED 30 JUNE 2007

Part A – Explanatory Notes Pursuant to FRS 134

1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the Group's audited financial statements for the year ended 30 June 2006.  These 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 year ended 30 June 2006.

2.
Changes in Accounting Policies

The significant accounting policies adopted by the Group are consistent with those of the audited financial statements for the year ended 30 June 2006, except for the adoption of the following new/revised Financial Reporting Standards (“FRSs”) 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 Venture


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

The adoption of the above FRSs does not have significant financial impact on the Group other than the effects of the following: 

2.1
FRS 101 Presentation of Financial Statements


The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of Associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the net profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.


The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

2.2
FRS 140 Investment Property


The adoption of this new FRS has resulted in a change in accounting policy for investment properties.  Investment properties are now stated at fair value, representing open market value.  Gains or losses arising from changes in the fair values of investment properties are recognised in profit or loss in the period in which they arise.  Prior to 1 January 2006, investment properties were stated at valuation.   Revaluations were carried out every five years or at such shorter period as may be considered appropriate, and any revaluation increase or decrease that offset previous surpluses, were taken to equity.

As a revaluation of the investment property was done within the reporting quarter and the value, representing open market value reflected in the last audited financial statements, being also the last quarter, there is no financial effects of changes in accounting policies as a result of the adoption of the new/revised FRS to the previous period’s comparative.

3.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the Company’s financial statements for the year ended 30 June 2006 was not subject to any qualification.

4.
Seasonal or Cyclical Factors


The operations of the Group are not subject to any seasonal or cyclical factors.

5.
Unusual Items


There were no unusual items affecting assets, liabilities, equity, net income, or cash flows of the Group.

6.
Changes In Estimates of Amount Reported Previously Affecting Current Interim Period


There were no changes in estimates of amount reported in prior financial years, which have a material effect in the current interim period.

7.
Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities. 

8.
Dividends


Dividends were neither paid nor proposed during the current interim financial period.

9.
Segmental Reporting

No segmental reporting has been prepared as the Group’s activities are predominantly in the telecommunications industry in Malaysia.

10.
Valuations of Property, Plant and Equipment

Valuations of property, plant and equipment have been brought forward, without amendment from the previous financial statements.

11.
Subsequent Events

On 11 July 2007, CIMB announced on behalf of FCW that the parties to the following agreements had agreed to extend the period to fulfill the conditions precedent under the respective agreements by a further 3 months to 11 October 2007:

(i)  Sale and Purchase Agreement dated 12 January 2007 between Federal Telecommunications Sdn Bhd (“FT”) and Goh Ban Huat Berhad ("GBH"); and

(ii)  Sale and Purchase Agreement dated 12 January 2007 between FCW Industries Sdn Bhd (“FCWI”) and GBH Clay Pipes Sdn Bhd (“GCP”).

12.
Changes In The Composition of The Group


There were no changes in composition of the Group during the financial quarter ended 30 Jun 2007.

13.
Changes in Contingent Liabilities


The changes in contingent liabilities since the last annual balance sheet date are tabulated below:

Bank Guarantee

	
	RM’000

	Balance as at 30 June 2006
	 451

	Extended during the period
	 0

	Discharged during the period
	 (451)

	Balance as at 30 June 2007
	 0


14. 
Capital Commitments

The Group has no capital commitment in respect of property, plant and equipment as at 30 June 2007.

Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of BMSB

1.
Review of Performance


For the current quarter ended 30 June 2007, the Group achieved revenue of RM 2.053 million and reported profit of RM 0.636 million compared to the preceding year corresponding quarter’s reported revenue of RM 2.577 million and reported loss of RM 2.804 million.  The lower revenue was due to pursued jobs which did not materialise. The higher profit before tax was mainly due to the share of results of RM 1.326 million in an associate.
2.
Material Change in the Profit Before Taxation Compared to the Results of Immediate Preceding Quarter


The Group generated a profit before tax of RM 0.636 million during the quarter under review compared to the immediate preceding quarter’s profit before tax of RM 1.131 million. The lower profit registered in the current quarter was mainly attributed to the lower share of results in an associate of RM 1.326 million this quarter as compared to RM 2.348 million in the immediate preceding quarter.

3.
Commentary of Prospects

(a) The Group is continuing its efforts to replenish the Group’s order books and to expand its current network for the distribution of communication equipment.  In the meantime, improved cost efficiency measures and better utilization of its current resources will be employed to sustain its current level of operations.

(b) N/A

4. Statement on Revenue or Profit Estimate, Forecast, Projection or Internal Targets Previously Announced or Disclosed in a Public Document 

N/A

5.
Financial Forecast/Profit Guarantee

(a) Variance of actual profit and forecast profit - N/A

(b) Shortfall in profit guarantee - N/A

6.
Tax
	
	Current Quarter
	Year to date

	
	RM’000
	RM’000

	Income tax :

· Provision for the period

· Overprovision in prior years

Real property gains tax
	-   

(123)

-
	    7 


(123)

  60

	
	(123)
	 (56)


Potential tax benefits to be derived from unused tax losses were not recognized as deferred asset based on prudence until there is strong evidence indicating that it is probable that future taxable profit can be available for utilization against the unused tax losses.

 7.
Sale of Unquoted Investments / Properties


There was no sale of investment / properties in the current period ended 30 June 2007.

8.
Purchase or Disposal of Quoted Securities


a).
There was no purchase or disposal of quoted securities during the interim 



period under review.



b).
Investment in quoted shares as at the reporting period:

	
	RM’000

	Quoted in Malaysia, at cost
	8

	Accumulated impairment losses 
	(7)

	Carrying value
	1

	Market value
	3


9.
Status of Corporate Proposals


On 18 June 2007, CIMB Investment Bank Berhad (formerly known as Commerce International Merchant Bankers Berhad) ("CIMB") announced on behalf of FCW that the Securities Commission ("SC") had, in its letter dated 15 June 2007, which was received on 18 June 2007, approved the Proposals, as follows:

(i) Proposed Capital Restructuring

Proposed restructuring of the issued and paid-up share capital of FCW under Section 64 of the Companies Act, 1965 involving the following:

(a) Cancellation of RM0.40 of the par value of each existing ordinary share of RM0.50 each in FCW and the subsequent consolidation of every 5 resultant ordinary shares of RM0.10 each into 1 ordinary share of RM0.50 each ("Proposed Capital Cancellation");

(b) Utilisation of the credit from the Proposed Capital Cancellation together with the audited share premium reserve of FCW of RM9.01 million as at 30 June 2006 to reduce the accumulated losses of FCW;

(ii) Proposed Rights Issue

            Renounceable rights issue of up to 185,772,800 new ordinary shares of RM0.50 each in FCW ("Rights Shares") together with up to 74,309,120 new detachable warrants for free, on the basis of 5 Rights Shares together with 2 free warrants for every 2 FCW shares held after the Proposed Capital Restructuring, at an issue price of RM0.50 per Rights Share ("Proposed Rights Issue");

(iii) Proposed Acquisitions

(a)  Acquisition by Federal Telecommunications Sdn Bhd (“FT”), a wholly owned subsidiary of FCW, from Goh Ban Huat Berhad ("GBH") of all the pieces of freehold land held under Geran Mukim 1452 Lot 4722 and Geran Mukim 335 Lot 32661, both in the Mukim of Batu, Daerah Kuala Lumpur, Negeri Wilayah Persekutuan together with 9 independent blocks of warehouses erected thereon bearing postal address Lot 32661, Jalan Segambut, 51200 Kuala Lumpur, for a total consideration of RM55 million; and

(b)  Acquisition by FCW Industries Sdn Bhd (“FCWI”), a wholly owned subsidiary of FCW, from GBH Clay Pipes Sdn Bhd (“GCP”), a wholly owned subsidiary of GBH, of a piece of freehold land held under Geran Mukim 6242 Lot 54833, Mukim of Batu, Daerah Kuala Lumpur, Negeri Wilayah Persekutuan together with a single storey office with 4 adjoining single-storey factories erected thereon bearing postal address 368, Jalan Segambut, 51200 Kuala Lumpur, for a total consideration of RM31 million; and

(iv) Listing of and quotation for the consolidated shares to be issued under the Proposed Capital Restructuring, Rights Shares and warrants to be issued under the Proposed Rights Issue, and the new FCW shares to be issued upon the exercise of the warrants.

The approval of the SC is subject to, among others, the main condition that the Proposed Acquisitions are to be inter-conditional with the Proposed Capital Restructuring and Proposed Rights Issue.

On 11 July 2007, CIMB announced on behalf of FCW that the parties to the following agreements had agreed to extend the period to fulfill the conditions precedent under the respective agreements by a further 3 months to 11 October 2007:

(i)  Sale and Purchase Agreement dated 12 January 2007 between FT and GBH; and

(ii)  Sale and Purchase Agreement dated 12 January 2007 between FCWI and GCP.

On 29 August 2007, the shareholders of FCW had, at an Extraordinary General Meeting, approved all the resolutions pertaining to the Proposals.

10.
Group Borrowings and Debt Securities


The Group has no borrowings and it does not issue any debt securities.

11.
Off Balance Sheet Financial Instruments


The Group did not undertake any off balance sheet financial instruments arrangement.

12.
Material Litigation


There is no pending material litigation.

13.
Dividend

The Board does not recommend any payment of dividend in respect of the current interim financial period ended 30 June 2007.

14.
Earnings Per Share

	
	Current 
	Preceding Year
	Current
	Preceding 

	
	Quarter
	Quarter
	Year To Date
	Year To Date

	
	30-6-07
	30-6-06
	30-6-07
	30-6-06

	Basic
	
	
	
	

	Net Profit / (Loss) attributable to shareholders (RM’000)
	759
	(2,971)
	4,019
	(3,543)

	
	
	
	
	

	Number of ordinary shares in issue   (‘000)
	278,660
	278,660
	278,660
	278,660

	
	
	
	
	

	Basic earnings / (loss) per share (sen)
	0.27
	(1.07)
	1.44
	(1.27)

	Diluted earnings / (loss) per share (sen)
	N/A
	N/A
	N/A
	N/A


By Order of the Board

Tang Tat Chun

Group Financial Controller

30 August 2007, Kuala Lumpur
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