FCW HOLDINGS BERHAD (Company No. 3116-K)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE 1ST FINANCIAL QUARTER ENDED 30 SEPTEMBER 2010

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 2010.  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 2010.
2.
Changes in Accounting Policies

The significant accounting policies and methods of computation adopted for the interim financial report are consistent with those of the audited financial statements for the financial year ended 30 June 2010 except for the adoption of the following new Financial Reporting Standards (“FRS”) and Issue Committee Interpretations (“Interpretation”), and amendment to certain FRSs and Interpretations which are applicable and relevant for the period begining 1 July 2010: 

· FRS 4: Insurance Contracts

· FRS 7: Financial Instruments: Disclosures

· FRS 101: Presentation of Financial Statements (Revised 2009)

· FRS 123: Borrowing Costs

· FRS 139: Financial Instruments: Recognition and Measurement

· Amendments to FRS 1: First-time Adoption of Financial Reporting Standards and FRS 127: Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate
· Amendments to FRS 2: Share-based Payment - Vesting Conditions and Cancellations

· Amendments to FRS 132: Financial Instruments: Presentation

· Amendments to FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures, and IC Interpretation 9: Reassessment of Embedded Derivatives

· Amendments to FRSs contained in the documents entitled 'Improvements to FRSs (2009)'

· IC Interpretation 9: Reassessment of Embedded Derivatives

· IC Interpretation 10: Interim Financial Reporting and Impairment

· IC Interpretation 11: FRS 2 - Group and Treasury Share Transactions

· IC Interpretation 13: Customer Loyalty Programmes

· IC Interpretation 14: FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction  
· TR i - 3: Presentation of Financial Statements of Islamic Financial Institutions
· Amendments to FRS 132: Financial Instruments: Presentation (only amendments made to paragraphs 11, 16 and 97E of the Standard, relating to   Classification of Rights Issues)
· FRS 1: First-time Adoption of Financial Reporting Standards (Revised 2010)

· FRS 3: Business Combinations (Revised 2010)

· FRS 127: Consolidated and Separate Financial Statements (Revised 2010)

· Amendments to FRS 2: Share-based Payment

· Amendments to FRS 5: Non-current Assets Held for Sale and Discontinued Operations

· Amendments to FRS 138: Intangible Assets
· Amendments to IC Interpretation 9: Reassessment of Embedded Derivatives
· IC Interpretation 12: Service Concession Arrangements
· IC Interpretation 16: Hedges of a Net Investment in a Foreign Operation
· IC Interpretation 17: Distributions of Non-cash Assets to Owners
Unless otherwise described below, these FRSs, Amendments to FRSs and Interpretations are expected to have no significant impact to the financial statements of the Group upon their initial application: 

FRS 3: Business Combinations (revised) and FRS 127: Consolidated and Separate Financial Statements (amended)

FRS 3 (revised) introduces a number of changes to the accounting for business combinations occurring on or after 1 July 2010.  These include changes that affect the valuation of non-controlling interest, the accounting for transaction costs, the initial recognition and subsequent measurement of a contingent consideration and business combinations achieved in stages. These changes will impact the amount of goodwill recognised, the reported results in the period that an acquisition occurs and future reported results.

FRS 127 (amended) requires that a change in the ownership interest of a subsidiary (without loss of control) is accounted for as a transaction with owners in their capacity as owners and to be recorded in equity. Therefore, such transaction will no longer give rise to goodwill, nor will it give rise to a gain or loss. Furthermore, the amended Standard changes the accounting for losses incurred by the subsidiary as well as loss of control of a subsidiary. The changes by FRS 3 (revised) and FRS 127 (amended) will be applied prospectively and only affect future acquisition or loss of control of subsidiaries and transactions with non-controlling interests.

FRS 101: Presentation of Financial Statements (revised)
The revised FRS 101 separates owner and non-owner changes in equity. Therefore, the statements of changes in equity will now include only details of transactions with owners. All non-owner changes in equity are presented as a single line labelled as total comprehensive income. The Standard also introduces the statement of comprehensive income: presenting all items of income and expense recognised in the income statement, together with all other items of recognised income and expense, either in one single statement, or in two linked statements. The Group is currently evaluating the format to adopt. In addition, a statement of financial position is required at the beginning of the earliest comparative period following a change in accounting policy, the correction of an error or the reclassification of items in the financial statements. This revised FRS does not have any impact on the financial position and results of the Group.

FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures and Amendments to FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures

The new Standard on FRS 139: Financial Instruments: Recognition and Measurement establishes principles for recognising and measuring financial assets, financial liabilities and some contracts to buy and sell non-financial items. Requirements for presenting information about financial instruments are in FRS 132: Financial Instruments: Presentation and the requirements for disclosing information about financial instruments are in FRS 7: Financial Instruments: Disclosures.

FRS 7: Financial Instruments: Disclosures is a new Standard that requires new disclosures in relation to financial instruments. The Standard is considered to result in increased disclosures, both quantitative and qualitative of the Group's exposure to risks, enhanced disclosure regarding components of the Group's financial position and performance, and possible changes to the way of presenting certain items in the financial statements. 
In accordance with the respective transitional provisions, the Group are exempted from disclosing the possible impact to the financial statements upon the initial application.

Amendments to FRSs ‘Improvements to FRSs (2009)’

While the adoption of some of the amendments may result in changes in accounting policies, none of these amendments are expected to have significant impact on the financial position or results of the Group. Details of the key amendments most applicable to the Group are as follows:
· FRS 140 Investment Property: Property under construction or development for future use as an investment property is classified as investment property. Where the fair value model is applied, such property is measured at fair value. If fair value cannot be reliably determined, the investment under construction will be measured at cost until such time as fair value can be determined or construction is complete. The amendment also includes changes in terminology in the Standard to be consistent with FRS 108. The change will be applied prospectively.

· FRS 7 Financial Instruments: Disclosures:  Clarifies on the presentation of finance costs whereby interest income is not a component of finance costs.

· FRS 8 Operating Segments: Clarifies that segment information with respect to total asset is required only if they are included in measures of segment profit or loss that are used by the ‘chief operating decision maker’.  

· FRS 101 Presentation of Financial Statements: Clarifies that financial instruments classified as held for trading in accordance with FRS 139 Financial Instruments: Recognition and Measurement are not automatically presented as current in the balance sheet. The amendment further clarifies that the classification of the liability component of a convertible instrument as current or non-current is not affected by the terms that could, at the option of the holder, result in settlement of the liability by the issue of equity instruments.

· FRS 107 Statement of Cash Flows (formerly known as Cash Flow Statements): Clarifies that only expenditures that result in a recognised asset in the statement of financial position can be classified as investing activities in the statement of cash flows.

· FRS 108 Accounting Policies, Changes in Accounting Estimates and Errors: Clarifies that only implementation guidance that is an integral part of an FRS is mandatory when selecting accounting policies.

· FRS 110 Events after the Reporting Period (formerly known as Events After the Balance Sheet Date): Clarifies that dividends declared after the end of the reporting period are not liabilities as at the balance sheet date.

· FRS 116 Property, Plant and Equipment: The amendment replaces the term "net selling price" with "fair value less costs to sell". It also clarifies that items of property, plant and equipment held for rental that are routinely sold in the ordinary course of business after rental, are transferred to inventory when rental ceases and they are held for sale.

· FRS 118 Revenue: The amendment provides additional guidance on whether an entity is acting as a principal or an agent. It also aligns the definition of costs incurred in originating a financial asset that should be deferred and recognised as an adjustment to the effective interest by replacing the term ‘direct costs' with ‘transaction costs' as defined in FRS 139.

· FRS 127 Consolidated and Separate Financial Statements: The amendment clarifies that when a parent entity accounts for a subsidiary at fair value in accordance with FRS 139 in its separate financial statements, this treatment continues when the subsidiary is subsequently classified as held for sale.

· FRS 128 Investments in Associates: The amendment clarifies that if an associate is accounted for at fair value in accordance with FRS 139, only the requirement of FRS 128 to disclose the nature and extent of any significant restrictions on the ability of the associate to transfer funds to the investor in the form of cash or repayment of loans applies. It further clarifies that an investment in associate is treated as single asset for the purpose of impairment testing. Therefore, any impairment loss is not separately allocated to the goodwill included in the investment balance.

· FRS 134 Interim Financial Reporting: Clarifies that earnings per share is to be disclosed in interim financial reports if an entity is within the scope of FRS 133: Earnings per Share.

· FRS 136 Impairment of Assets: Clarifies that when discounted cash flows are used to estimate 'fair value less cost to sell' additional disclosure is required about the discount rate, consistent with disclosures required when the discounted cash flows are used to estimate 'value in use'. The amendment further clarifies that the largest cash-generating unit for group of units to which goodwill should be allocated for purposes of impairment testing is an operating segment as defined in FRS 8.

· FRS 138 Intangible Assets: Clarifies that expenditure on advertising and promotional activities is recognised as an expense when the Group either has the right to access the goods or has received the service. The amendments also provide guidance regarding valuation techniques to measure the fair value of an intangible asset acquired in a business combination when there is no active market for the asset. In addition, the reference to "there being rarely, if ever, persuasive evidence to support an amortisation method of intangible assets other than a straight-line method' has been removed.

· FRS 139 Financial Instruments: Recognition and Measurement: Clarifies that changes in circumstances relating to derivatives are not reclassifications and therefore may be either removed from, or included in, the ‘fair value through profit or loss' classification after initial recognition. It also clarifies on the scope exemption for business combination contracts. The amendments remove  the reference in FRS 139 to a ‘segment' when determining whether an instrument qualifies as a hedge and requires  the use of the revised effective interest rate when remeasuring a debt instrument on the cessation of fair value hedge accounting. It also provides additional guidance on determining whether loan prepayment penalties result in an embedded derivates that needs to be separated. In addition, the amendments state that the gains or losses on a hedged instrument should be reclassified from equity to profit or loss during the period that the hedged forecast cash flows impact profit or loss.

IC Interpretation 10: Interim Financial Reporting and Impairment
This IC prohibits impairment losses recognised in an interim period on goodwill or investments in equity instruments or financial assets carried at cost to be reversed at a subsequent balance sheet date.

IC Interpretation 14: FRS 119 - The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction
This IC provides guidance on how to assess the limit, under FRS 119 Employee Benefits, on the amount of surplus in a defined benefit scheme that can be recognised as an asset and explains how the minimum funding requirements will affect the defined benefit asset and addresses when minimum funding requirements may give rise to a liability.

Amendments to FRS 138: Intangible Assets
The amendments clarify that an intangible asset must be recognised separately from goodwill even if it is separable only together with a related contract, identifiable asset, or liability. Also, if an intangible asset is separable only together with another intangible asset, those assets can be recognised together as a single asset, and if the individual assets in a group of complementary intangible assets have similar useful lives, those assets can be recognised together as a single asset.

3.
Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the Company’s financial statements for the year ended 30 June 2010 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


There were no dividends paid during the current interim financial period.

9.
Segmental Reporting

By business segment
	

	30-09-10
	30-09-09
	30-09-10
	30-09-09

	
	Current 
	Preceding
	3-months
	3-months

	
	Quarter
	Quarter
	Cumulative
	Cumulative

	
	RM’000
	RM’000
	RM’000
	RM’000

	Segment Revenue
	
	
	
	

	Telecommunication
	5
	141
	5
	141

	Property Rental

Contract manufacturing                                                  
	1,352

8,252
	1,323
0
	1,352
8,252          
	1,323
0

	Total
	9,609
	2,103
	9,609
	2,103

	
	
	
	
	

	Segment Profit / (Loss) Before Tax
	
	
	
	

	Telecommunication
	365
	 (68)
	365
	(68)

	Property Rental

Contract manufacturing
	1,268
820
	1,255
0
	1,268
820
	1,255
0

	Total
	2,453
	1,187
	2,453
	1,187


10.
Valuations of Property, Plant and Equipment 

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

11.
Subsequent Events

There was no material events subsequent to the end of the current financial quarter ended 30 September 2010.
12.
Changes in the Composition of the Group


There were no changes in composition of the Group during the current financial quarter ended 30 September 2010.

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 2010. 

14. Capital Commitments

	The Group has no capital commitment in respect of property, plant and equipment as at 30 September 2010. 




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

1.
Review of Performance


For the current quarter ended 30 September 2010, the Group achieved revenue of RM9.609 million and reported profit before tax of RM2.588 million as compared  with the preceding year corresponding quarter’s revenue of RM1.464 million and loss before tax of RM2.808 million.  The higher revenue was mainly contributed by  our recently aquired 60%-owned subsidiary, Coscolab Sdn Bhd, which was absent in the preceding year corresponding quarter. The profit before tax was mainly attributed to the share of profit in our associate company of RM0.239 million during the quarter as compared with a share of loss of RM3.790 million in the preceding year’s corresponding quarter.
2.
Material Change in the Loss Before Taxation as Compared to the Results of Immediate Preceding Quarter


The Group registered a profit before tax of RM2.588 million during the quarter under review as compared with the immediate preceding quarter’s profit before tax of RM1.400 million. The profit registered in the current quarter was mainly due to higher earnings contributed by our 60%-owned subsidiary, Coscolab Sdn Bhd and associate company.

Coscolab Sdn Bhd contributed a profit before tax of RM0.820million and the associate company contributed share of profit of RM0.239 million during the quarter under review as compared with the profit before tax contributed by the same subsidiary of RM0.754 million and share of loss of RM0.177 million by the same associate company in the immediate preceding quarter. 

3.
Commentary of Prospects

(a) Property rental is expected to generate recurring revenue for the Group in the coming financial year. The Group also expects better contribution from the 60%-owned subsidiary, Coscolab Sdn Bhd, as sales and products demand are expected to increase through launching of new products and expansion of production lines. The prospects of the associate company, which is in the cables industry, are expected to be challenging in view of the keen competition and are dependent on the performance of the local and export economic.
(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 Qarter
	Year to date

	
	         RM’000
	    RM’000

	Income Tax :

- Current Year

- Under Provision in Prior Years

Deferred Tax 
	              224 
                0
                0       
	            224
              0
              0

	
	              224
	            224


Domestic current income tax is calculated at the Malaysian statutory tax rate of 25% of the estimated assessable profit for the quarter.

Potential tax benefits to be derived from unused tax losses were not recognized as no strong evidence indicating that it is probable that future taxable profit can be available for utilisation against that unused tax losses.

 7.
Sale of Unquoted Investments / Properties

There was no sale of investment / properties for the current quarter ended 30 September 2010.
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
	        1


9.
Corporate Proposals

(a) Status of Corporate Proposals


N/A

(b) Status of Utilisation of Proceeds

N/A

10.
Group Borrowings and Debt Securities

	
	As at 30-09-10
	As at 30-9-09

	
	      RM’000
	      RM’000

	Short term borrowings
	
	

	- Term loan payable within a year
	            62
	             0

	- Hire purchase creditor payable within a year
	            83
	             0

	Sub Total
	          145
	             0

	Long Term borrowings
	
	

	- Term loan payable > 1 year
	         3,066
	             0

	- Hire purchase creditor payable > 1 year
	            643
	             0

	Sub Total
	         3,709
	             0


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/(Loss) Per Share

(a) Basic

Basic earnings/(loss) per share amounts are calculated by dividing profit/(loss) for the period attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares in issue during the period. 

	
	Current 
	Preceding Year
	Current
	Preceding 

	
	Quarter
	Quarter
	Year To Date
	Year To Date

	
	30-09-10
	30-09-09
	30-09-10
	30-09-09

	
	
	
	
	

	Net profit/(loss) attributable to shareholders (RM’000)
	2,122
	(2,808)
	2,122
	(2,808)

	
	
	
	
	

	Weighted average number of ordinary shares in issue   (‘000)
	195,066  
	195,066
	195,066
	195,066

	
	
	
	
	

	Basic earnings)/ (loss) per share (sen)
	1.09
	(1.44)
	1.09
	(1.44)


(b) Diluted

For the purpose of calculating diluted earnings per share, the profit/(loss) for the period attributable to ordinary equity holders of the parent and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, i.e. warrants.

	
	Current 
	Preceding Year
	Current
	Preceding 

	
	Quarter
	Quarter
	Year To Date
	Year To Date

	
	30-09-10
	30-09-09
	30-09-10
	30-09-09

	
	
	
	
	

	Net profit/(loss) attributable to ordinary equity holders of the parent including assumed conversion (RM’000)
	2,122
	(2,808)
	2,122
	(2,808)

	
	
	
	
	

	Weighted average number of ordinary shares in issue   (‘000)
	195,066
	195,066
	195,066
	195,066

	Effects of dilution of warrants  (‘000)
	11,849
	11,207
	11,849
	11,207

	Adjusted weighted average number of ordinary shares in issue and issuable  (‘000)
	206,915
	206,273
	206,915
	206,273

	
	
	
	
	


	Diluted earnings/ (loss) per share (sen)
	1.03
	(1.36)
	1.03
	(1.36)


By Order of the Board

Ong Bing Yap

Executive Director

25 November 2010

Kuala Lumpur
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