1. Accounting Policies 

The financial statements are prepared in accordance with approved applicable accounting standards in Malaysia and provisions of the Companies Act, 1965. 

2.   Exceptional Items  
There were no exceptional items for the financial quarter under review and financial year to-date.

3. Extraordinary Items

      There were no extraordinary items for the financial quarter under review and financial year to-date.

4. Taxation

Taxation comprises : -     

                                                                                     Preceding

                                               Current          Year             Current          Preceding                                                   

                                                                   Year     Corresponding       Year                Year                                                                  

                                                                Quarter         Quarter       Cumulative    Cumulative

                                                            30/6/2002      30/6/2001      30/6/2002       30/6/2001                  

                                                      RM’000        RM’000        RM’000          RM’000      

      - current taxation                           (7)              (145)                (16)               (145)                                     

      - deferred taxation                          -                    -                      -                        -                              

- associated companies              (152)                  -                 (163)                     -     

- real property gain tax                   -                  (87)                   -                   (87)

- in respect of prior years               -                  (10)                 (7)                 (10)                           

                                                   __________   _________   _________     ________                                               

                                                         (159)              (242)             (186)               (242)             

                                                   =========   ========   ========     =======    
The taxation in  respect of prior years for the current year to-date  is mainly due to under provision of taxation of a subsidiary company caused by the taxability of  certain income of the said subsidiary.

Despite the Group’s loss before income tax for the financial quarter under review, provision for taxation has been made mainly due to profits of certain subsidiary and associated companies which, for tax purposes, cannot be offset against losses of the Company and other subsidiary companies in the Group.

5. Profit on sale of Investments and /or Properties

There were no profits on sale of investments and / or properties for the financial quarter under review and financial year to-date.

6. Quoted Securities

  


(a) There were no purchase and disposal of quoted securities in the current year under review and financial year  to-date.                     

(b) Total investments in quoted securities as at 30 June 2002 are as follows:-                                                                                                                                                                                                                                                                                                                                                     

                                                                                                                   As At                                           

                                                                                                          30/6/2002                         

                                                                                              RM’000              

   At cost                                                                                   5,956          

   Less : Provision for diminution                                                        
      

              in value                                                                      (3,728) 
                                                                                              ________      

    At book value                                                                       2,228           

                                                                                              =======      

    Market value                                                                        2,228            

                                                                                              =======      
7.     Changes in the Composition of the Group 
There were no changes in the composition of the Group during the financial quarter under review and financial year to-date except that the Company had on 19 April 2002 announced, inter alia the following :-

a) Proposed disposal of 73.3% equity interest in Quanzhou Farlim Real Estate Co. Ltd, an enterprise established in the People's Republic of China, for a cash consideration of RM1,000,000 (Proposed Disposal Of QFREL)

b) Proposed disposal of 100% equity interest in Farlim Group (China) Limited ("FGCL") , a company incorporated in Hong Kong ,for a cash consideration of RM17,500  (Proposed Disposal Of FGCL)
8.    Status of Corporate Proposals   

       The status on the corporate proposal in respect of the Proposed Debt Settlement  as announced in the last financial quarter ended 31 March 2002 remains   unchanged  as at  17 August 2002.

        In respect of the Proposed Disposal of  QFREL and the Proposed Disposal of FGCL, Pan-Asia Holdings Limited (PAHL or the Purchaser) had on 9 July 2002 through their lawyers Messrs Loh Eben Ong & Partners written in to request an extension of time of one month for the completion of the due diligence exercise.  In accordance to Clause 2.2 of the Share Sale Agreement, between Farlim and PAHL dated 19 April 2002, upon receipt of the Purchaser 's written request for extension of time, Farlim is to grant one additional month from the expiration of the due diligence period to complete the due diligence exercise. Accordingly,  the extended due diligence period shall expire on 19 August 2002.  

8.    Status of Corporate Proposals (continuation)  

        PAHL had on 8 August 2002 via its solicitors written to Farlim to request for an extension of the extended due diligence period for an additional two (2) months from 19 August 2002 to complete the due diligence exercise. In view of the above, the Purchaser has also requested to extend the Fulfilment Period by three (3) months from 18 October 2002. Farlim, via its solicitors, had on 19 August 2002 replied to PAHL stating that Farlim is agreeable to the Purchaser's request.

9.    Issuance And Repayment Of Debt And Equity Securities
      There were no issuance and repayment of debt and equity securities,  share 

       buy-backs, share cancellations, shares held as treasury shares and resale of          

       treasury shares for the current financial year to-date under review.

10. Group Borrowings and Debt Securities

 Total group borrowings as at 30 June 2002 are as follows :

                                                                                                RM’000   

            Long Term Bank Borrowings      


Secured         

 
Term loans                                                                    51,774

            Syndicated revolving credit                                          69,317

            Revolving credits                                                            7,467                           

            Bridging loans                                                                 7,901                               

                                                                                              ________                                                            

                                                                                                136,459


Hire purchase




                   683  

            





            137,142 









                      =======

            Short Term Bank Borrowings                                 RM’000 


Secured                                                                      

            Bank overdrafts                                                              1,563
            Term loans                                                                    68,309
            Bankers’ acceptance
                                                    1,261


Revolving Credits                                                          5,499


                                                                                        ___________

                                                                                                 76,632


Hire Purchase                                                                    103

                                                                                            __________
                                                                                                   

                                                                                                 76,735

                                                                                           =========  

            Total                                                                           213,877

                                                                                           =========

      Note : (i)       The syndicated revolving credit is a foreign loan of USD18.149

                            million equivalent to  RM69.317  million which is  inclusive of

                            estimated interest capitalised  amounting to RM20.163 million.

(ii) Included in the long term loans of RM51.774 million is a foreign

loan of RM0.418 million equivalent to Renminbi 0.9 million.

          (iii)      Included in the short term loans of RM68.309 million are foreign  

                            loans of RM67.809 million equivalent to Renminbi 146.0million.

                (iv)      The other borrowings are denominated in local currency.
11. Contingent Liabilities 

Contingent liabilities of the Group as at  17 August  2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) of RM8.799 million comprises secured bank guarantees issued in favour of various third parties amounting to RM2.869 million and claims filed by a customer of Q.F.G.C (Limited) which is a 51% foreign owned subsidiary in the People’s Republic of China against Q.F.G.C  (Limited) together with two (2) other parties amounting to RM5.930 million equivalent to Renminbi 12.768 million.
12. Off Balance Sheet Financial Instruments  

The Group did not have any financial instruments with off balance sheet risk as at 17 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

13. Material Litigation 

(a) The status of the material litigation between Bandar Subang Sdn Bhd, a wholly owned subsidiary and Cygal Berhad in respect of the arbitration of the building contract as announced in the last financial quarter ended 31 March 2002 remains unchanged as at 17 August 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) except that the  parties had served their respective List of Documents and Notice to Admit Documents on each other and both parties are currently in the process of replying to the aforesaid Notice.

(b) The status of the material litigation between Kaplands Sdn Bhd (Plaintiff), and Lee Chin Cheng Dengkil Oil Palm Plantations Sdn Bhd  ( Defendant) in respect of the Sale and Purchase of all that piece of land held under Pajakan Negeri 4767, Lot No 6984 Mukim Dengkil, Daerah Sepang , Negeri Selangor Darul Ehsan at a consideration of RM39.309 million as announced in the last financial quarter ended 31 March 2002 remains unchanged except that a hearing is expected to be held on 2 September 2002. 

(c) The status of material litigation involving Q.F.G.C (Limited), which is a 51%  foreign owned subsidiary in the People’s Republic of China together with two (2) other parties in a legal suit by Xiamen Cereal, Oils and Food Import & Export Company (the plaintiff) in 1998 in Xiamen for the loss amounting to Renminbi 12.768 million  equivalent to RM5.930 million as announced in last financial quarter ended 31 March 2002 remains unchanged as at 17 August 2002. The appeal filed to the Fuzhou High Court on February 5, 2002 is still  pending the Court's judgement. 

14. Segmental Reporting                                    

                                                 

Profit/(Loss)

Assets

        



Turnover 
Before Taxation        Employed

                                                 RM’000              RM’000                  RM’000

       Malaysia

       Property development         13,315                   (4,387)               296,971         

       Trading                                  7,254                        245                    5,515

       Plantation                                 325                          31                    6,492        

                                              _________        ___________          _________ 

                                                   20,894                    (4,111)               308,978

        Investment                              -                           (700)                    2,228 

                                              __________      ___________           _________ 

                                                   20,894                    (4,811)               311,206_
                                                                       
Profit/(Loss)

Assets

        



Turnover 
Before Taxation       Employed

                                                 RM’000              RM’000                 RM’000

       China                        

       Manufacturing                     53,353                  (9,635)               177,591         

       Property development             -                          (254)                   6,734

                                              _________       ___________          _________   

                                                    53,353                  (9,889)               184,325                  

                                                                       
Profit/(Loss)
            Assets

        



Turnover 
Before Taxation       Employed

                                                 RM’000              RM’000                RM’000

      Group’s share in

      Associated Companies
      Malaysia - Trading                   -
   
            (63)                       486    
  

      China - Manufacturing
        -

          (712)
             44,705     

                                              _________         __________         _________

                                                        -         
          (775)                  45,191   

      Grand Total                         74,247                (15,475)               540,722                          
        

           ========      ===========      ========
15     Material Change in the Quarterly Results compared to the    

   results of the Preceding Quarter

The Group’s loss before tax increased marginally by RM323,000 from RM7.576 million for the preceding  quarter to a loss before tax of RM7.899 million for the financial quarter under review. 
16. Review of Performance of the Company and its Principal Subsidiaries

The Group registered a turnover of RM74.247 million and loss before tax of  RM15.475 million for the financial period from 1 January 2002 to 30 June 2002 under review. The loss before tax was mainly attributed by the foreign operations in the People's Republic of China.

17. Subsequent Events for the Current Quarter

In the opinion of the directors, no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the 2nd quarter and the date of this announcement.
18. Seasonal or Cyclical Factors   

The Group is principally engaged in property development and our business   operations are dependent on the Malaysian economy and general market  confidence.
19. Prospect for the Current Financial Year

Barring any unforeseen circumstances, the Group will make every effort to improve efficiency and productivity with a view to achieving better performance.
20. Variance of Actual Profit from Forecast Profit

The Group did not issue any profit forecast to the shareholders during the financial quarter under review and financial year to-date.
21. Dividend

No  dividend is recommended for the financial quarter under review.

22.  Provision of Financial Assistance
Pursuant  to paragraph 8.23 and 10.08 of the Listing Requirements and Practice Note No 11/2001 of the Kuala Lumpur Stock Exchange (KLSE) , the following are the financial assistance provided by the Group for the current quarter under review :-
Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/6/2002

(RM)
Financial

Assistance

During The Quarter (April,

May And June 2002) (RM)

Corporate Guarantee 





Farlim Group (Malaysia) Berhad


Farlim Marketing

Sdn Bhd (51% owned)


Corporate

Guarantee for supplies

of building

material


10,650,000.00


      600,000.00 





Corporate

Guarantee

for banking

facilities


  2,500,000.00
            -

Farlim Group (Malaysia) Berhad
Farlim (Johor) Sdn Bhd

(51% owned)
Corporate Guarantee for banking facilities


     610,000.00
     (110,000.00)     

Farlim Group (Malaysia) Berhad
LJ Harta Sdn Bhd 

(80% owned)
Corporate Guarantee for banking facilities


   7,011,441.00
             -   


Sub-Total

 20,771,441.00 
      490,000.00 



















Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/6/2002

(RM)
Financial

Assistance

During The Quarter (April,

May And June 2002) (RM)

Loan To Non Wholly Owned Subsidiaries





Farlim Group (Malaysia ) Berhad
Farlim Suiwah Sdn Bhd 

(70% owned)
Expenses paid on behalf
    583,572.20
            -

Farlim Group (Malaysia) Berhad
Victory Ace Sdn Bhd

(82% owned)
Expenses paid on behalf
        6,055.77
             -

Farlim Group (Malaysia) Berhad
Farlim (Johor) Sdn Bhd 

(51% owned)
Expenses paid on behalf
     204,220.55


        90,000.00 

Farlim Group (Malaysia) Berhad


Baka Suci Sdn Bhd

(80% owned)
Expenses paid on behalf
       72,785.50
             -

Farlim Group (Malaysia) Berhad
Quanzhou Farlim Real Estate Co Ltd

(QFRE) (73.33% owned)
Loan 
  2,994.954.57
             -


Sub-Total

  3,861,588.59
        90,000.00

Loan To Unlisted

Holding Company





Farlim Group (Malaysia) Berhad


Farlim Holding Sdn Bhd
   Loan

(additional sum is due to interest charged)
 53,910,694.99
      685,067.84

Loan From Wholly Owned Subsidiary to Non Wholly Owned Subsidairy







Bandar Subang Sdn Bhd
LJ Harta Sdn Bhd 

(80% owned)
   Loan

(due to adjustment of interest charged)   
 11,860,962.86
        29,000.00

Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/6/2002

(RM)
Financial

Assistance

During The Quarter (April,

May And June 2002) (RM)

Loan From Wholly Owned Subsidiary to Non Wholly Owned Subsidairy







Bandar Subang Sdn Bhd
Kaplands Sdn Bhd 

(70% owned)
Expenses paid on behalf
        17,480.00
            -

Bandar Subang Sdn Bhd
Farlim Marketing Sdn Bhd

(51% owned)
Expenses paid on behalf
             -
     ( 21,649.49) 

Kanchil Jaya Sdn Bhd
LJ Harta Sdn Bhd 

(80% owned)
     Loan

     
 11,901,457.00
             -

Kanchil Jaya Sdn Bhd
Kaplands Sdn Bhd 

(70% owned)
      Loan
   4,012,201.75
            466.00 

Kanchil Jaya Sdn Bhd


Farlim Marketing Sdn Bhd

(51% owned)

             -
            -

Farlim Jaya Sdn Bhd
Kaplands Sdn Bhd 

(70% owned)
Expenses paid on behalf


       31,500.00
             -

Farlim Group (China) Ltd

(FGCL)
Quanzhou Farlim Group China (Limited) (Q.F.G.C)

(51% owned)
Advances


  2,277,854.35
             -  

Farlim Group (China) Ltd


QFRE Co Ltd (73.33% owned) 


Advances


  1,203,055.18
             -


Sub-Total

31,304,511.14
          7,816.51 







Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/6/2002

(RM)
Financial

Assistance

During The Quarter (April,

May And June 2002) (RM)

Loan From Non Wholly Owned Subsidiary To Sub-Subsidiary Companies



 

Q.F.G.C. (Limited)


Quanzhou Zhongqiao Star Light Stainless Steel Co Ltd 

(60% owned)
Loan and interest charged by Q.F.G.C. Ltd 
      589,709.54
       39,938.10

Q.F.G.C. (Limited)


Quanzhou Bao Jia Garment Co Ltd 

(60% owned)
Loan and interest charged by Q.F.G.C. Ltd
      901,869.02
       21,025.30

Q.F.G.C. (Limited)
Quanzhou Fuji-Sino Elevators Co Ltd

(51% owned)
Loan and interest charged by Q.F. G. C. Ltd 


   3,855,404.28
       90,298.63



Q.F.G.C. (Limited)
Quanzhou Shenghong Knitting Co Ltd

(60% owned)


Due to repayment of  advances


     546,964.50
      (84,386.85)


Sub-Total

   5,893,947.34
       66,875.18

Loans From Non- Wholly Owned Subsidiary To Associated Company





Q.F.G.C. (Limited)
Quanzhou Zhongfa Improved Fuel Co Ltd

(21.42% owned)
Loan and interest charged by Q.F. G. C. Ltd


  1,830,816.07
            -        







Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/6/2002

(RM)
Financial

Assistance

During The Quarter (April

May And June 2002) (RM)

Loans From Non- Wholly Owned Subsidiary To Associated Company





Q.F.G.C. (Limited)
Quanzhou Jastar Co Ltd 

(40% owned)
Loan, rental and interest charged by Q.F. G. C. Ltd
     192,583.57
            - 

Q.F.G.C. (Limited)
Quanzhou Futa Co Ltd

(35% owned)
Loan and interest charged by Q.F.G.C. Ltd
     186,076.31
        4,775.66

Q.F.G.C. (Limited)
Quanzhou CSI Beer Co Ltd 

(40% owned)
Inter company sales
     798,665.21
     124,818.31

Q.F.G.C. (Limited)
Quanzhou Gliderol  Juanlianment Co Ltd

(40% owned)
Rental charged by Q.F.G.C. Ltd


     151,301.50
             -


Sub-Total

   3,159,442.66
     129,593.97

Loan From Non Wholly Owned Subsidiary to Non – Wholly Owned Subsidiary





Q.F.G.C. (Limited)
QFRE Co Ltd (73.33%

Owned)


Debts collected on behalf, advances and interest charged by Q.F.G.C. Ltd 
   2,315,828.11
            - 


Grand-Total

121,217,453.83 
    1,469,353.50

