A.  NOTES TO THE INTERIM FINANCIAL REPORT

A1.      Basis Of Preparation 

The interim financial report for the third quarter 2004 is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Part A of Appendix 9B of the Bursa Malaysia Securities Bhd (BMSB) Listing Requirements. 

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

The accounting policies and methods of the computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2003.

A2.      Audit Report

The audit report of the Group for the preceding annual financial statements for the year ended 31 December 2003 was not qualified.

A3.      Seasonal Or Cyclical Factors

The Group is principally engaged in property development and the business operations are dependent on the Malaysian economy and general market confidence.

A4.      Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows because of their nature, size or incidence for the current financial period under review.

A5.      Changes In Estimates

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years that have material effect in the financial period under review.

A6.      Debt And Equity Securities

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities for the current financial period under review.

A7       Dividend Paid 

There were no dividend paid for the current financial period under review.

A8.       Segmental Reporting

                                                           
              
             Profit/(Loss)

    



                       Turnover        Before Taxation        
                                                                       RM’000               RM’000                 

           Malaysia

           Property development                          52,717                      3,041                      

           Trading                                                 10,283                         331              

           Plantation                                                  871                         218                           

                                                                     _________              _______           

                                                                         63,871                     3,590          

           Investment                                                  -                          (970)          

                                                                     _________             _______           

                                                                         63,871                     2,620                  

                                                                       
                         Profit/(Loss)

                         



                      Turnover         Before Taxation       
                                                                       RM’000               RM’000               

            China                        

            Manufacturing                                       80,469                (11,184)                      

            Property development                                 -                        (272)             

                                                                        ________       __________            

                                                                           80,469               (11,456)                            

                                                                         
            Profit/(Loss)
       

              



            Turnover       Before Taxation     
                                                                         RM’000             RM’000             

            Group’s share in

            Associated Companies

            Malaysia - Trading                                     -
                        274                 
  

            China - Manufacturing
                   -

        (2,795)
             

                                                                      _________           ________         

                                                                              -                         (2,521) 
      Grand Total                                                144,340               (11,357)                                       
                

                      ========          ========      
A9.      Revaluation Of Property, Plant And Equipment

The valuation of land and buildings has been brought forward, without amendment from the previous annual financial statements.

A10.    Material Events Subsequent To Balance Sheet Date

There were no other  material events subsequent to the end of the financial period under review that have not been reflected in the financial statements for the current financial period except that on  18  November 2004,  the Company had filed a petition for winding-up of Esphere Enterprises Sdn Bhd (EESB) under the provisions of the Companies Act, 1965. 

Details of the petition are as follows :-

(i) EESB is indebted to the Company for the sum of RM6,864,684.93 in respect of deposit  refundable to the Company  together with interest thereon pursuant to the terms of a Letter of Intent dated 3 May 2000 whereby the Company had expressed its interest in acquisition from EESB of the entire 100% equity interest in Mahawira Sdn Bhd comprising of 5,000,000 ordinary shares of RM1.00 each for a total consideration of RM47,000,000.00 subject to the terms and conditions contained therein.

(ii) The said acquisition by the Company from EESB of the entire 100% equity interest in Mahawira Sdn Bhd did not materialise.

(iii) A Statutory Notice of Demand dated 8 October 2004 was served on EESB at its registered office on 11 October 2004 pursuant to Section 218 (2)(a) of the Companies Act, 1965 for payment of the said sum of RM6,864,684.93 within 3 weeks from the date of receipt of the said Notice.

(iv)  EESB failed to make the said payment as demanded.

(v) A sealed copy of the  petition will upon issuance by the Court be served on EESB in due course  

A11.    Changes In Group's Composition

            The Company had on 29 June 2004 obtained its shareholders’ approval in respect of the following proposals:-

a) Proposed disposal of a leasehold interest in respect of a piece of land known as Lot 7703, Daerah Timur Laut, Mukim 13, Pulau Pinang to Crimson Omega Sdn Bhd (“COSB”) for a total cash consideration of RM29,500,000/- (“Proposed Disposal of Lease”); and

b) Proposed disposal of 30,000 ordinary shares of RM1/- each and 600,000 10% Redeemable Cumulative Preference Shares of RM1/- each in COSB representing 30% equity interest in COSB to Suiwah Corporation Bhd (“SCB”) for a total cash consideration of RM500,000/- (“Proposed Disposal Of COSB”).
The above proposals are now subject to approvals being obtained from other relevant authorities and/or parties, where applicable and are also subject to the fulfilment of the Conditions Precedent and Pre-Conditions as set out in the Sale & Purchase Agreement in respect of the Proposed Disposal of Lease and the Share Sale Agreement in respect of the Proposed Dosposal of COSB respectively and are inter-conditional upon each other.  

    There were no other changes in the composition of the Group during the current financial period and financial year to-date.

A12.    Changes In Contingent Liabilities

The changes in contingent liabilities for the Group since the last annual financial year ended 31 December 2003:

                                                                    As At                        As At  

                                                               30 Sept 2004              31 Dec 2003

                                                                  RM '000                     RM '000  

      Secured

      Bank guarantees issued in favour

      of various third parties                              1,641                        1,762                               

                                                                    ________                  ________

                                                                         1,641                        1,762 

                                                                     =======                 =======

Note :  The reduction in contingent liabilities was due to cancellation of bank guarantees upon their expiration.

B.     ADDITIONAL INFORMATION REQUIRED BY THE BMSB'S LISTING REQUIREMENTS

B1.      Review Of Performance Of The Company And Its Principal Subsidiaries        

The Group registered a turnover of RM144.340 million and loss before tax of  RM11.357 million for the financial period from 1 January 2004 to 30 September 2004 under review compared to RM140.947 million and RM28.621 million respectively for the preceding year financial period.

            The improved performance was mainly contributed by lower provisions and impairment losses by the foreign operations in the People’s Republic of China and the better performance of the property development segment of the Company. 

B2.      Material Changes In The Quarterly Results Compared To The Results Of The Preceding Quarter

            The Group’s loss before tax for the current financial period decreased by RM1.307 million from a loss before tax of  RM3.679 million for the preceding  financial period to a loss before tax of RM2.372 million. 
B3.      Prospect For Current Financial Year

The Group will make every effort to improve efficiency and productivity with a view to achieving better performance.
B4.     Variance Of Profit Forecast

The Group did not issue any profit forecast to the shareholders during the current financial period and current financial year to-date.
B5.     Taxation

     (i)  Taxation comprises : -     

                                                                                             Preceding

                                                      Current          Year          Current       Preceding                                                   

                                                                           Year   Corresponding      Year             Year                                                                  

                                                                        Quarter       Quarter     Cumulative   Cumulative

                                                                     30/9/2004    30/9/2003    30/9/2004      30/9/2003                  

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

                 - current taxation                       (51)            (66)              (116)             (163)                                     

                 - in respect of prior years           -                   -                     -                  579                            

           - associated companies             141                -                    20              (211)     

                                                       __________   _________   _________     ________                                               

                                                                    90              (66)                (96)               205             

                                                       =========   ========   ========     =======    
B5.     Taxation (continued)

      Despite the Group’s loss before income tax for the current financial year to-date,  provision for taxation has been made due to profit of  subsidiaries which, for tax purposes, cannot be offset against losses of the Company and other subsidiaries in the Group.

(i) Deferred Taxation

a) Deferred taxation arising from the following was not provided for in the financial year to-date of the Company and the Group :-

                                                                   Group                  Company

                                                                  RM’000                 RM’000

      Revaluation of certain development

        properties held for future       

        development purposes                             788                      788

Revaluation of certain development

        properties held for 

        investment purposes                                 147                      147

                                                                               ------                    ------

                                                                                 935                      935

                                                                               ====                   ====      

b) Likewise, deferred tax assets for the following items have not been recognised in the financial year to-date by the Company and the Group :-

                                                                            Group               Company

                                                                           RM’000              RM’000

             Deductible temporary difference                 642                      370

             Unutilised tax losses                               35,806                   4,618

                                                                           ------------            ------------

                                                                             36,448                   4,988

                                                                           =======            =======

              Deferred tax asset has not been recognised in respect of the abovementioned items as it is not probable that future taxable profit of the Company and the Group will be available against which the Company and the Group can utilise the benefits.

B6.      Profit on sale of Investments and /or Properties

           During the financial period under review a wholly owned subsidiary, namely Bandar Subang Sdn Bhd had disposed of its quoted investment for a consideration of RM1.305 million and registered a loss of RM961,011 in the current financial period under review . 

B7.      Quoted Securities

  


(a) The Group had disposed of quoted securities in the current financial period under review and financial year  to-date as follows :                     

                                                                                              RM’000

                       At cost                                                              5,808

                       Less : Provision for diminution in value         (3,542)
                                                                                                 2,266                                                           

                       Less : Sales proceed                                        (1,305)
                                                                                            ------------   

                       Loss on disposal                                                 (961)                                                                                                                  

                                                                                            ======= 

(b)    Total investments in quoted securities as at 30 September 2004 are as follows:-                                                                                                                                                                                                                                                                                                                                                     

                                                                                                                   As At                                           

                                                                                                          30/9/2004                         

                                                                                              RM’000              

                        At cost                                                                   99          

                        Less : Provision for diminution                                                        
      

                                   in value                                                     (86) 
                                                                                              ________      

                        At book value                                                        13           

                                                                                              =======      

                        Market value                                                         13            

                                                                                              =======      

B8.      Status of Corporate Proposals   

            1.       The status on the corporate proposal in respect of the Proposed Debt Settlement  as announced in the last financial period ended 30 June 2004 remains   unchanged  as at  27 November 2004.

             2.       The Company had on 29 June 2004 obtained its shareholders’ approval on the following proposals :

a) Proposed disposal of a leasehold interest in respect of a piece of land known as Lot 7703, Daerah Timur Laut, Mukim 13, Pulau Pinang to Crimson Omega Sdn Bhd (“COSB”) for a total cash consideration of RM29,500,000/- (“Proposed Disposal of Lease”); and

B8.      Status of Corporate Proposals (continued)

b) Proposed disposal of 30,000 ordinary shares of RM1/- each and 600,000 10% Redeemable Cumulative Preference Shares of RM1/- each in COSB representing 30% equity interest in COSB to Suiwah Corporation Bhd (“SCB”) for a total cash consideration of RM500,000/- (“Proposed Disposal Of COSB”).
The above proposals are now subject to approvals being obtained from other relevant authorities and/or parties, where applicable and are also subject to the fulfilment of the Conditions Precedent and Pre-Conditions as set out in the Sale & Purchase Agreement in respect of the Proposed Disposal of Lease and  the Share Sale Agreement in respect of the Proposed Disposal of COSB respectively and are inter-conditional upon each other.  

3. On 15 June 2004, the Company had announced inter-alia that Bandar Subang Sdn Bhd, a wholly-owned subsidiary had entered into a sale and purchase agreement (“SPA”) with Rakyat Corporation Sdn Bhd  for the acquisition of the land measuring approximately 60 acres held in Mukim Kajang, Daerah Ulu Langat, Selangor Darul Ehsan for a cash consideration of RM38,000,000/-.  The Foreign Investment Committee had on 21 September 2004 granted its approval for the proposed acquisition.

The above proposal  is  pending approvals being obtained from the following :-

(i) The shareholders of the Company at an extraordinary general meeting to be convened ; and 

(ii) Any other relevant authorities and/or parties.

                       The proposal is also subject to the fulfilment of the Conditions Precedent as set out in the SPA.  

B9.      Group Borrowings and Debt Securities

Total group borrowings as at 30 September 2004 are as follows :

                                                                                                RM’000   

            Long Term Bank Borrowings      


Secured         

 
Term loans                                                                    56,489

            Syndicated revolving credit                                          57,348

            Revolving credits                                                            2,915

            Bridging loan                                                                     309                          

                                                                                                117,061


Hire purchase




                   388  

            





            117,449
B9.      Group Borrowings and Debt Securities (continued)

            Short Term Bank Borrowings                                 RM’000 


Secured                                                                      

            Bank overdrafts                                                                 662

            Syndicated revolving credit                                          17,153

            Term loans                                                                    70,711

            Bankers’ acceptance
                                                    1,496  


Revolving credits                                                            5,336


                                                                                        ___________

                                                                                                  95,358


Hire purchase                                                                       71

                                                                                            _________
                                                                                                   

                                                                                                  95,429

            Total                                                                           212,878

                                                                                           =========

Note :  (i)     The syndicated revolving credit is foreign loan of USD19.523

                                 million equivalent to  RM74.501  million which is  inclusive of

                                 estimated interest capitalised  amounting to RM30.988 million.

                  (ii)    Included in the short term loans of RM70.711 million are foreign  

                                 loans of RM70.702 million equivalent to Renminbi 152.340 million.

(iii)    The other borrowings are denominated in local currency.
B10.     Off Balance Sheet Financial Instruments  

The Group did not have any financial instruments with off balance sheet risk as at 27 November 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B11.    Material Litigations

(i) The status of the material litigation between Bandar Subang Sdn Bhd (“BSSB”), a wholly-owned subsidiary and Cygal Berhad (“CB”) in respect of the arbitration of the building contract as announced in the last financial period ended 30 June 2004, remains unchanged as at 27 November 2004 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).  CB has yet to close its case and the arbitration hearing is adjourned to a date to be fixed with the agreement of  both parties.

(ii)
On  18  November 2004,  the Company had filed a petition for winding-up of Esphere Enterprises Sdn Bhd (EESB) under the provisions of the Companies Act, 1965. 

B11.    Material Litigations (continued)
Details of the petition are as follows :-

(a) EESB is indebted to the Company for the sum of RM6,864,684.93 in respect of deposit  refundable to the Company  together with interest thereon pursuant to the terms of a Letter of Intent dated 3 May 2000 whereby the Company had expressed its interest in acquisition from EESB of the entire 100% equity interest in Mahawira Sdn Bhd comprising of 5,000,000 ordinary shares of RM1.00 each for a total consideration of RM47,000,000.00 subject to the terms and conditions contained therein.

(b) The said acquisition by the Company from EESB of the entire 100% equity interest in Mahawira Sdn Bhd did not materialise.

(c) A Statutory Notice of Demand dated 8 October 2004 was served on EESB at its registered office on 11 October 2004 pursuant to Section 218 (2)(a) of the Companies Act, 1965 for payment of the said sum of RM6,864,684.93 within 3 weeks from the date of receipt of the said Notice.

(d)  EESB failed to make the said payment as demanded.

(e) A sealed copy of the  petition will upon issuance by the Court be served on EESB in due course  

B12.    Basic Earnings Per Share

a) Basic Earnings/(Loss) Per Share

The calculation of basic earnings per share for the current financial period is based on the net profit attributable to ordinary shareholders of RM74,000 and the weighted average number of ordinary shares outstanding during the period as follows:

            Net loss attributable to ordinary shareholders (RM)                    74,000

            Weighted average number of ordinary shares ('000)                  120,000                                                                           

                        Basic loss per share (sen)                                                                  0.06

b) Diluted Earnings Per Share

                        The diluted earning per share is not computed as it is anti-dilutive.

B13.     Dividend 

             No dividend is recommended for the financial period under review.
B14.    Provision of Financial Assistance
Pursuant  to paragraph 8.23 and 10.08 of the Listing Requirements and Practice Note No 11/2001 of the Bursa Malaysia Securities Berhad (BMSB) , the following are the financial assistance provided by the Group for the current financial period under review :-
Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/9/2004

(RM)
Financial

Assistance

During The Quarter (July,

Aug And Sept 2004) (RM)

Loan To Unlisted

Holding Company





Farlim Group (Malaysia) Bhd


Farlim Holding Sdn Bhd
   Loan

(additional sum due to interest charged)


 58,008,903.09
    769,650.88



Loan to non-wholly owned subsidiary companies





Farlim Group (Malaysia) Bhd
Farlim Suiwah Sdn Bhd (70% owned)
Expenses paid on behalf
     589,934.60
       1,899.80



Farlim Group (Malaysia) Bhd
Baka Suci Sdn Bhd (80% owned)


Expenses paid on behalf


       76,364.30
        1,525.20

Farlim Group (Malaysia) Bhd
Victory Ace Sdn Bhd (82% owned)
Expenses paid on behalf


        10,054.57
        2,559.20

Loan From Wholly Owned Subsidiary to Non Wholly Owned Subsidairy







Bandar Subang Sdn Bhd


LJ Harta Sdn Bhd 

(80% owned)
   Loan

(additional sum due to interest charged)

 
 11,823,697.14
      88,236.18




Sub - Total

 
    863,871.26

Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/9/2004

(RM)
Financial

Assistance

During The Quarter (July,

Aug And Sept 2004) (RM)

Loan From Non-Wholly Owned Subsidiary to Subsidairy







Q.F.G.C.(Limited) 

(51% owned)
Quanzhou Bao Jia Garment Co Ltd. 

(70% owned by QFGCL)
Monthly interest charged and repayment 


      971,228.81
     (27,261.28)

Q.F.G.C.(Limited)

(51% owned)
Quanzhou Fuji-sino Elevators Co Ltd. 

(65.16% owned by QFGCL)
Monthly interest charged and repayment


   2,042,967.73
   (109,763.99)


Sub - Total


   (137,025.27)


Grand Total
 

    726,845.99

  

