A.  NOTES TO THE INTERIM FINANCIAL REPORT

A1.      Basis Of Preparation 

The interim financial report for the second quarter ended 30 June 2008 is unaudited and has been prepared in accordance with the requirements of FRS134 Interim Financial Reporting issued by the Malaysian Accounting Standards and Part A of Appendix 9B of the Bursa Malaysia Securities Berhad Listing Requirements. 

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2007.

A2.
Changes in Accounting Policies

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 financial year ended 31 December 2007 except for the adoption of the following new and revised Financial Reporting Standards (“FRS”) and the Issues Committee Interpretations (“IC Int”) that are effective  for  financial period commencing on 1 July 2007 :-

Amendment to

FRS 107               Cash Flow Statements

FRS 111               Construction Contracts

FRS 112               Income Taxes

FRS 118               Revenue

FRS 119               Employee Benefits

FRS 120            Accounting for Government Grants and Disclosure of  Government  Assistance

FRS 121              The Effects of Chances in Foreign Exchange Rate – Net Investment in a Foreign Operation

FRS 126              Accounting and Reporting by Retirement Benefit Plans

FRS 129               Financial Reporting in Hyperinflationary Economies

FRS 134               Interim Financial Reporting

FRS 137               Provisions, Contingent Liabilities and Contingent Assets

IC  Int 01        Changes  in Existing Decommissioning,  restoration  and  Similar Liabilities

IC  Int  02            Members’ share in Co-operative Entities and Similar Instruments

IC Int 05      Right to Interest arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

IC Int 06      Liabilities arising from Participating in a Specific Market-Waste Electrical and Electronic Equipment   

IC  Int 07        Applying  the  Restatement  Approach  under  FRS 129  Financial Reporting in Hyperinflationary Economies

IC  Int  08            Scope of FRS 2

The adoption of these revised FRSs, amendments to FRSs and IC Int does not have significant financial impact on the Group.

A3.      Audit Report

The audit report of the Group for the preceding annual financial statements for the financial year ended 31 December 2007 was not qualified.

A4.      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.

A5.      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.

A6.      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.

A7.      Debt And Equity Securities

On 28 March 2008, the Company had issued the following debt securities to its Syndicated and Bilateral lenders  :

i) RM7,242,570/- nominal value of Redeemable Convertible Secured Loan Stock (“RCSLS”) at 100% of the nominal amount of RM1/- each to one of its Bilateral Lenders ; and

ii)  RM20,326,100/- nominal value of Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) at 100% of the nominal amount of RM1/- each to both Syndicated and Bilateral Lenders.
One of the Bilateral Lenders had on 28 March 2008 issued a conversion notice to convert 1,000,000 nominal value of ICULS into 1,000,000 new ordinary shares of RM1/- each of the Company.  The new ordinary shares of the Company were issued on 11 April 2008, listed and quoted on 16 April 2008.  As At 16 August 2008, the outstanding  ICULS issued is RM19,244,356.

A8       Dividend Paid 

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

A9.       Segmental Reporting

                                                           
              
          Profit/(Loss)

    
  


                                   Revenue        Before Taxation        
                                                                       RM’000               RM’000                 

           Malaysia

           Property development                            24,838                      4,028                   

           Trading                                                     2,871                           98              

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

                                                                          27,709                      4,126          

           Investment                                                  -                                (1)

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

           Total                                                      27,709                       4,125                                 
                

                      ========             ========      
A10.    Revaluation Of Property, Plant And Equipment

The Group has maintained its accounting policies of measuring the property, plant and equipment using the cost model. As such, the valuation of certain land and buildings has been reversed to restate the cost of the land and buildings.

A11.    Material Events Subsequent To Balance Sheet Date

There were no material events as at 16 August 2008 that have not been reflected in the financial statements for the current financial period.

A12.    Changes In Group's Composition

            There were no changes in the composition of the Group during the current financial period and financial year under review.

A13.    Changes In Contingent Liabilities

The changes in contingent liabilities of the Group since the last annual financial year ended 31 December 2007 are as follows :

                                                                     As At                        As At  

                                                                30 June 2008              31 Dec 2007

                                                                   RM '000                     RM '000  

      Secured

      Bank guarantees issued in favour

      of various third parties                                 385                         324                               

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

Note :   1)       The above increase in contingent liabilities of the Group was due to the  additional bank guarantees issued.

2) The contingent liabilities of the Group remain unchanged as at 16 August 2008.

B.   ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD'S LISTING REQUIREMENTS

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

The Group registered a turnover of RM27.709 million  and a profit before taxation of RM4.125 million for the financial period from 1 January 2008 to 30 June 2008 under review compared to a turnover of RM15.648 million and a loss before taxation of RM2.946 million for the preceding year corresponding period.  

The increase in turnover and profit before taxation for the financial period under review were mainly attributable to the property development activities of the Group.  Progress billings for the property development projects increased due to the advanced construction stage for its residential apartments in Penang.   

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

            The Group registered a profit before taxation of RM3.936 million for the current financial period as compared to a profit before taxation of RM0.189 million for the preceding financial period. 
B3.      Prospect For Current Financial Year

Barring any unforeseen circumstances, the Group will continue to 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 under review.
B5.     Taxation

     (i)  Taxation comprises : -     

                                                                                             Preceding

                                                      Current          Year          Current       Preceding                                                   

                                                                           Year   Corresponding      Year             Year                                                                  

                                                                        Quarter       Quarter      Cumulative    Cumulative

                                                                     30/6/2008   30/6/2007      30/6/2008     30/6/2007                  

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

                   current taxation                   (838)            -                    (838)                  -    

                   in respect of prior years           -                (3)                   -                   440                                    

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

                                                               (838)              (3)               (838)                440              

                                                         ========    ========  ========    ========    
B5.     Taxation (Continued)

 (ii) Deferred Taxation

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

B6.      Profit on sale of Investments and /or Properties

      There was no disposal of investment for the financial period under review.

 B7.      Quoted Securities

  


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

(b)   Total investments in quoted securities as at 30 June 2008 are as follows:-     

                                                                                                        As At                                           

                                                                                                                    30/6/2008                         

                                                                                                       RM’000              

                        At cost                                                                         24          

                        Less : Impairment loss                                               (16) 

                        At book value                                                                8             

                                                                                                      =====      

                        Market value                                                                 8         

                                                                                                      =====      
B8.      Status of Corporate Proposals   

            There were no corporate proposals announced but not completed as at 16 August 2008 (the latest practicable date which is not earlier than 7 days from the date of issue of  this quarterly report).

B9.      Group Borrowings and Debt Securities

Total borrowings of the Group as at 30 June 2008 are as follows :

                                                                                                RM’000   

            Long Term Bank Borrowings      


Secured         

 
Revolving credit                                                             1,163 

            Bridging Loan                                                               24,009      

                                                                                                  25,172


Hire purchase




                   195  

            





              25,367
B9.      Group Borrowings and Debt Securities (Continued)

            Short Term Bank Borrowings                                RM’000 

            Secured                                                                      

            Term loans                                                                    10,436

            Bridging Loan                                                                    170


Revolving credit                                                                398
                                                                                                  11,004

            Hire purchase                                                                       32
                                                                                                  11,036

            Debt Securities

            Redeemable Convertible Secured Loan Stock               5,812

            Irredeemable Convertible Unsecured Loan Stock       19,244
                                                                                                 25,056

            Total                                                                            61,459

                                                                                             =======  

B10.     Off Balance Sheet Financial Instruments  

The Group did not have any financial instruments with off balance sheet risk as at 16 August 2008 (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, a wholly-owned subsidiary and Cygal Berhad in respect of the arbitration of the building contract as announced in the last financial period ended 31 March 2008, remains unchanged as at 16 August 2008 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) and the next hearing date is on 22 August 2008.

(ii) The status of the material litigation between the Company and Esphere Enterprises Sdn Bhd (“EESB”) in respect of the Company’s petition for winding-up of EESB is as follows :-

                  On 2 October 2007, the Court of Appeal had granted an interim stay of execution of the High Court Order dated 23 November 2006 pending the hearing and disposal of the appeal by the Defendants against the said order.

            On 24 June 2008, the High Court has fixed 16 October 2008 as the next case management date and all parties are required to file their documents before 16 October 2008.

                       The Court of Appeal has yet to fix the date of hearing of the appeal.

B12.    Earnings Per Share

a) Basic Earnings Per Share Attributable To Equity Holders Of The Parent 

The calculation of basic earnings per share for the current financial period is based on the net profit attributable to equity shareholders of RM3.080 million and the weighted average number of ordinary shares in issue during the period as follows:

            Net profit attributable to equity holders of the parent (RM’000)                 3,080

            Weighted average number of ordinary shares ('000)                                120,445                                                                           

                        Earnings per share (sen)                                                                                  2.56                       

b) Diluted Earnings Per Share

The calculation of fully diluted earnings per share for the current financial period is based on the net profit attributable to equity shareholders of RM3.097 million and the weighted average number of ordinary shares outstanding during the period taking into account the number of Irredeemable Convertible Unsecured Loan Stocks converted as at 28 March 2008 (Issuance Date) are as follows:

            Net profit attributable to equity shareholders (RM'000)                              3,080

            Add : Notional interest at 6.75% per annum                                                     17
                                                                                                                                  3,097        

            Weighted average number of ordinary shares ('000)                                130,610                                                                           

Fully diluted earnings per share (sen)                                                             2.37

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 Bursa Malaysia Securities Berhad, 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

30/6/2008

(RM)
Financial

Assistance

During The Quarter (Apr,

May And June 2008) (RM)

Loan To Unlisted

Holding Company





Farlim Group (Malaysia) Bhd


Farlim Holding Sdn Bhd
Monthly interest charged

Repayment
  57,625,827.43
      270,020.78

     (370,000.00)

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

     (  99,979.22) 

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



Loan From Listed Company to Non-Wholly Owned Subsidiary Company





Farlim Group (Malaysia) Bhd


Farlim Suiwah Sdn Bhd 

(70% owned)

Victory Ace Sdn Bhd (82% owned)

Baka Suci Sdn Bhd (80% owned)


Expenses paid on behalf

Expenses paid on behalf

Expenses paid on behalf


          4,912.70

        13,730.52

        85,797.65
            254.30

         1,152.15

            152.15

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

         1,558.60

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


Sub – Total
 

     (98,420.62)

  

B14.    Provision of Financial Assistance (Continued)
Financial Assistance

Provided By
The Financial

Assistance

Provided To
Type of  Financial

Assistance
Financial

Assistance

Provided

As At

30/06/2008

(RM)
Financial

Assistance

During The Quarter (Apr,

May And June 2008) (RM)

Loan From Wholly Owned Subsidiary to Non Wholly Owned Subsidiary





Bandar Subang Sdn Bhd


LJ Harta Sdn Bhd 

(80% owned)
Monthly interest charged 

Repatment

 
    1,993,250.01
        16,829.24

     (421,448.89)

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

     (404,619.65)

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




Sub – Total


     (404,619.65)      


Grand Total
 

     (503,040.27)

  

