FCW HOLDINGS BERHAD (Company No. 3116-K)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND FINANCIAL QUARTER ENDED 31 DECEMBER 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 ("BMSB").

The interim financial statements should be read in conjunction with the Group's audited financial statements for the year ended 30 June 2007.  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 2007.

2.
Changes in Accounting Policies

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 30 June 2007 except for the adoption of the new/revised Financial Reporting Standards ("FRS") effective for financial period beginning 1 October 2006.


FRS 124, Related Party Disclosures and revised FRS 112, Income Taxes which are effective for periods beginning on or after 1 October 2006 and 1 July 2007 respectively will not have a significant financial impact on the financial statements of the Group.


FRS 139, Financial Instruments: Recognition and Measurement application has been deferred to a date to be announced by the Malaysian Accounting Standards Board. The directors anticipate that the adoption of FRS 139 in future periods will not have a significant financial impact on the financial statements of the Group.


The new FRS 117, revised FRS 6, 107, 111, 118, 119, 120, 126, 129, 134 and 137, amendments to FRS 119 and FRS 121, and Issues Committee Interpretations ("IC Interpretations") 1, 2, 5, 6, 7 and 8 that have been issued are not applicable to the Group and the Company.

3.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the Company’s financial statements for the year ended 30 June 2007 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, resales or repayments of debt and equity securities during the financial period, except as disclosed below:

(a)
the 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.

(b)
the issuance of  139,333,350 new ordinary shares of RM0.50 each, together with 55,733,340 free detachable new warrants ("Warrants") on the basis of five (5) new FCW shares together with two (2) free Warrants for every two (2) existing FCW shares held after the Capital Restructuring, at an issue price of RM0.50 per share for cash pursuant to the Rights Issue With Warrants.
(c) the issuance of  7,500 new ordinary shares of RM0.50 each pursuant to the exercise of warrants 2003/2013.

8.
Dividends


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

9.
Segmental Reporting
Segment information for the current period to 31 December 2007 is as follows:

By business segment

Cables & Telecommunication
Property Rental
Total


RM’000
RM’000
RM’000

Revenue




External sales
3,306
705
4,011

Inter-segment sales
-
-
-

Total revenue
3,306
705
4,011






Results




Segment results
(1,800)
561
(1,239)

Other income
31
-
31

Net finance income/(cost)
145
(230)
(85)

Share of profit of associate
6,033
-
6,033

Profit before income tax
4,409
331
4,740

Income tax
-
-
-

Profit for the period
4,409
331
4,740

10. Property, Plant and Equipment

(a) Acquisitions and Disposals

During the current financial quarter ended 31 December 2007, the Group acquired items of property, plant and equipment with a total cost of RM 88.742 million. There had been no disposals of items of property, plant and equipment during the current financial quarter.

(b) Impairment Losses

Neither losses from impairment of property, plant and equipment nor reversal of such impairment losses were recognised during the current financial quarter.
(c) Valuations

Valuations of property, plant and equipment have been brought forward, without amendment from the previous financial statements..
11.
Subsequent Events

There were no material events subsequent to the end of the current financial quarter.
12.
Changes In The Composition of The Group


There were no changes in composition of the Group during the current financial quarter ended 31 December 2007.

13.
Changes in Contingent Liabilities

There were no changes in contingent liabilities or contingent assets of the Group since the last annual balance sheet as at 30 June 2007. 

14. Capital Commitments

The Group has no capital commitment in respect of property, plant and equipment as at 31 December 2007. 

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

1.
Review of Performance


For the current quarter ended 31 December 2007, the Group achieved revenue of RM 2.220 million and reported profit of RM 3.388 million compared to the preceding year corresponding quarter’s reported revenue of RM 2.502 million and profit of RM 2.384 million.  The lower revenue was due to lower sales volume of walkie-talkies. However, new revenue stream from rental income added RM 0.705 million during the quarter. The higher profit before tax was mainly attributed to the share of results of RM 4.189 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 3.388 million during the quarter under review compared to the immediate preceding quarter’s profit before tax of RM 1.352 million. The higher profit registered in the current quarter was mainly attributed to the higher share of results in an associate of RM 4.189 million this quarter as compared to RM 1.844 million in the immediate preceding quarter.

3.
Commentary of Prospects

(a) The Group has completed its restructuring scheme on 8 January 2008 and regularised its financial condition pursuant to PN17. The Company's prospects for the communication business for the remaining periods to the end of the financial year remain challenging in view of keen competition and the low barrier of entry to the industry. 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. Property rental is expected to generate recurrent revenue for the group.

(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

There is no tax charge for the current quarter. 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 for the current period ended 31 December 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
7

Accumulated impairment losses 
(6)

Carrying value
1

Market value
2

9.
Corporate Proposals

(a) Status of Corporate Proposals


On 8 January 2008, CIMB announced on behalf of FCW that the Capital Restructuring and Rights Issue were completed on 8 January 2008 following the requotation of 55,733,340 ordinary shares of RM0.50 each in FCW ("FCW Shares") and 29,211,830 adjusted warrants 2003/2013 following the Capital Restructuring, and admission of 55,733,340 new warrants 2008/2013 ("New Warrants") to the Official List of Bursa Malaysia Securities Berhad ("Bursa Securities") and the listing of and quotation of 139,333,350 FCW Shares and 55,733,340 New Warrants issued under the Rights Issue on the Main Board of Bursa Securities. In this regard, FCW has regularised its financial condition under amended Practice Note No. 17/2005 of the Listing Requirements of Bursa Securities.

(b) Status of Utilisation of Proceeds

The status of utilisation of proceeds as at 21 February 2008 are as follows:


Proposed Utilisation
Actual Utilisation
Unutilised Amount

Purpose
RM'000
RM'000
RM'000

Proceeds from Rights Issue:




To repay the credit facility

and part deposits paid to 

finance the acquisitions of 

properties
68,000
68,000
-

Part expenses in relation to the corporate exercise
1,667
1,366
301


69,667
69,366
301

10.
Group Borrowings and Debt Securities


As at 31 December 2007, the Group’s borrowings are as follows :

Short term borrowings – to be repaid using proceeds from Rights Issue 
RM’000

Bridging loan (Secured)
61,400




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

There is no dividend declared for the current quarter under review.

14.
Earnings Per Share


Current 
Preceding Year
Current
Preceding 


Quarter
Quarter
Year To Date
Year To Date


31-12-07
31-12-06
31-12-07
31-12-06

Basic





Net Profit attributable to shareholders (RM’000)
3,388
2,271
4,740
2,007







Number of ordinary shares in issue   (‘000)
195,067
278,660
195,067
278,660







Basic earnings / per share (sen)
1.74
0.81
2.43
0.72

Diluted earnings per share (sen)
1.74
0.81
2.43
0.72

By Order of the Board

Tang Tat Chun

Group Financial Controller

27 February 2008, Kuala Lumpur
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