A.  NOTES TO THE INTERIM FINANCIAL REPORT

A1.      Basis Of Preparation 

The interim financial report for the third quarter ended 30 September 2010 is unaudited and has been prepared in accordance with the requirements of FRS134 Interim Financial Reporting issued by the Malaysian Accounting Standards Board 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 2009.

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 2009 except for the  adoption of the following new and revised Financial Reporting Standards (“FRSs”), amendments/improvements to FRSs and the Issues Committee Interpretations (“IC Int”) :-



Effective for financial periods beginning on

or after





New FRSs



FRS 4 
Insurance Contracts
1 January 2010

FRS 7
Financial Instruments : Disclosures
1 January 2010

FRS 8
Operating Segments
1 July 2009

FRS 139
Financial Instruments : Recognition and Measurement
1 January 2010





Revised FRSs


FRS 101
Presentation of Financial Statements
1 January 2010

FRS 123
Borrowing Costs
1 January 2010





Amendments/Improvements to FRSs


FRS 1
First time Adoption of Financial Reporting Standards 
1 January 2010 



FRS 2
Share-based Payment 
1 January 2010



FRS 5
Non-current Assets Held for Sale and Discontinued Operations
1 January 2010



FRS 7
Financial Instruments: Disclosures
1 January 2010

FRS 8
Operating Segments
1 January 2010

and 1 January 2011

A2.
Changes in Accounting Policies  (Continued)



Effective for financial periods beginning on

or after

Amendments/Improvements to FRSs


FRS 107
Statement of Cash Flows
1 January 2010

FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors
1 January 2010

FRS 110
Events After Reporting Period
1 January 2010

FRS 116
Property, Plant and Equipment
1 January 2010

FRS 117 
Leases
1 January 2010

FRS 118
Revenue
1 January 2010

FRS 119
Employee Benefits
1 January 2010

FRS 120
Accounting for Government Grants and Disclosure of Government Assistance
1 January 2010

FRS 123
Borrowing Costs
1 January 2010

FRS 127
Consolidated and Separate Financial Statements : Cost of an Investment in a subsidiary, Jointly Controlled Entity or Associate 
1 January 2010

FRS 127
Consolidated and Separate Financial Statements
1 January 2010

FRS 128
Investment in Associates
1 January 2010

FRS 129
Financial Reporting in Hyperinflationary Economies
1 January 2010

FRS 131
Interests in Joint Ventures
1 January 2010

FRS 132
Financial Instruments: Presentation
1 January 2010

and 1 March 2010

FRS 134
Interim Financial Reporting
1 January 2010

FRS 136
Impairment of Assets
1 January 2010

FRS 138
Intangible Assets
1 January 2010

FRS 139
Financial Instruments : Recognition and Measurement
1 January 2010

FRS 140
Investment Property
1 January 2010





IC Int



IC Int 9
Reassessment of Embedded Derivatives
1 January 2010

IC Int 10
Interim Financial Reporting and Impairment
1 January 2010

IC Int 11
FRS 2 – Group and Treasury Share Transactions
1 January 2010

IC Int 13
Customer Loyalty Programmes
1 January 2010

IC Int 14
FRS 119 – The limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction
1 January 2010

The adoption of the above FRSs, Amendments/Improvements to FRSs and IC Int did not result in  any  significant  new and revised changes  in  the accounting policies and presentation of the  financial results  of the Group except for the following:-

A2.
   Changes in Accounting Policies (Continued)
(a) FRS 8  : Operating Segments

FRS 8 requires identification and reporting of operating segments based on internal reports that are regularly reviewed by the Group’s chief operating decision maker in order to allocate resources to the segment and to assess its performance. The Group presents its segment information based on its business segments  which is also the basis of presenting its monthly internal management reports. The basis of measurement of segment results, segment assets and segment liabilities is the same as the basis of measurement for external reporting. This standard  does not have any impact on the financial position and results of the Group.

(b) FRS 139  Financial Instruments : Recognition and Measurement 

FRS 139 sets out the new  requirements for the recognition and measurement of the Group’s financial instruments. Financial instruments are recorded initially at fair value. Subsequent measurement of the financial instruments at the reporting date  reflects the designation of the financial instruments. The Group determines the classification at initial recognition and for the purpose of the first adoption of the standard, as at transitional date on 1 January 2010.

                        Financial assets 



                        Financial assets are classified as financial assets at fair value through profit or loss, loans and receivables, held to maturity investment, available for sale financial assets, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.  The Group’s and the Company’s financial assets include cash and cash equivalents, trade and other receivables.

Loans and receivables

Prior to 1 January 2010, loan and receivable were stated at gross receivables less allowance for doubtful debts.  Under FRS 139, loans and receivable are initially measured at fair value and subsequently at amortised cost using the effective interest rate method. Gains and losses arising from the derecognition of the loans and receivables, amortisation and impairment losses are recognised in the statement of comprehensive income.

                        Financial liabilities

                        Financial liabilities are classified as financial liabilities at fair value through profit or loss, other financial liabilities, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

                        The Group’s financial liabilities include trade and other payables, loans and borrowings are subsequently measured at amortised cost using the effecting interest method.

                        The Group have not designated any financial liabilities as at fair value through profit or loss.

A2.
   Changes in Accounting Policies (Continued)
The Group has not adopted the following revised FRSs, amendments/improvements to FRSs and IC Int that have been issued  but are not yet effective for the Group:-


Effective for financial periods beginning on

or after

Revised FRSs


FRS 1
First-time Adoption of Financial Reporting Standards 
1 July 2010

FRS 3
Business Combinations
1 July 2010

FRS 127
Consolidated and Separate Financial Statements
1 July 2010





Amendments/Improvements to FRSs


FRS 1
First time Adoption of Financial Reporting Standards 
1 January 2011

FRS 2
Share-based Payment
1 July 2010

FRS 5
Non-current Assets Held for Sale and Discontinued Operations
1 July 2010

FRS 7
Financial Instruments: Disclosures 
1 January 2011

FRS 138
Intangible Assets
1 July 2010





IC Int



IC Int 9
Reassessment of Embedded Derivatives
1 July 2010

IC Int 12
Service Concession Arrangements
1 July 2010

IC Int 15
Agreements for the Construction of Real Estate
1 January 2012

IC Int 16
Hedges of a Net Investment in a Foreign Operation
1 July 2010

IC Int 17
Distributions of Non-Cash Assets of Owners
1 July 2010

The directors do not anticipate that the application of the above new and revised FRSs, amendments/improvements to FRSs and IC Int, when they are effective, will have a material impact on the results and the financial position of the Group except for the following :-.

IC Interpretation 15-Agreements for the Construction of Real Estate
IC Interpretation 15 establishes that the developer will have to evaluate whether control, and significant risk and rewards of the ownership of work in progress, can be transferred to the buyer as construction progresses before revenue can be recognised as percentage of completion method. With IC Interpretation 15, the Group will have to change its accounting policy from recognising revenue using percentage of completion method to recognise revenue at completion method. The Group is currently assessing the impact of the adoption of this Interpretation. 

A3.      Audit Report

The audit report of the Group for the preceding annual financial statements for the financial year ended 31 December 2009 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

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities for the current financial period under review. As at 25 November 2010, the outstanding  ICULS issued is RM14,817,701. 

A8       Dividend Paid 

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

A9.       Segmental Reporting


Property
Cons-truction
Trading
Invest-ment
Total


RM’000
RM’000
RM’000
RM’000
RM’000

Revenue

Sale to external customers
47,831
5,785
1,730
-
55,346

Cost of sales
(38,058)
(4,728)
(1,587)
-
(44,373)

Results

Segment results
1,231
1,057
(121)
(1)
2,166

Other income




724

Finance costs (net)




1,805

Investing results




(146)

Profit before tax




4,549 

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 restated to reflect the cost of the land and buildings.

A11.    Material Events Subsequent To Balance Sheet Date

There were no material events as at 25 November 2010 (the latest practicable date which is not earlier than 7 days from the date of issue of  this quarterly report) that have not been reflected in the financial report 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 2009 are as follows :

                                                                      As At                        As At  

                                                                 30 Sept 2010            31 Dec 2009

                                                                    RM '000                    RM '000  

      Secured

      Bank guarantees issued in favour

      of various third parties                                 347                          345                               

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

Note :   1)     The above increase in contingent liabilities of the Group amounting to RM2,000 was due to the additional bank guarantees issued to various third parties.

2) The contingent liabilities of the Group remain unchanged as at 25 November 2010.

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 revenue of RM55.346 million and a profit before taxation of RM4.549 million for the financial period from 1 January 2010 to 30 September 2010 under review compared to a revenue of RM65.963 million and a profit before taxation of RM4.036 million for the preceding year corresponding period.  

The profit before taxation for the financial period under review was mainly attributable to the property development and construction activities of the Group. 

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

            The Group registered a profit before taxation of RM3.814 million for the current financial period as compared to a profit before taxation of RM0.746 million for the preceding financial period. 
B3.      Prospect For Current Financial Year

The Group will continue to focus on building affordable and quality homes. It will also actively seek for new development opportunities.

Barring any unforeseen circumstances, the Group will continue to make every effort to improve efficiency and productivity with a view to achieving better performance for the financial year ending 31 December 2010.
B4.     Variance Of Profit Forecast

The Group did not issue any profit forecast to the shareholders during the current financial period under review.
B5.     Taxation

     (i)  Taxation comprises : -     

                                                                                             Preceding

                                                      Current          Year          Current         Preceding                                                   

                                                                           Year   Corresponding      Year              Year                                                                  

                                                                        Quarter       Quarter      Cumulative    Cumulative

                                                                    30/9/2010    30/9/2009     30/9/2010      30/9/2009                  

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

                   current taxation                    (207)            (769)            (501)          (1,042)     

                   in respect of prior years           -                     1                 29                 17                                   

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

                                                                (207)            (768)            (472)          (1,025)              

                                                         ========    ========  ========    ========    
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 will be available against which the Group can utilise the benefits.

B6.      Profit on sale of Investments and/or Properties

     There was no disposal of investments or properties for the financial period under review.

 B7.      Quoted Securities

  


(a) During the current financial year under review there was a conversion of 154,541 Irredeemable Convertible Unsecured Loan Stock (ICULS) of RM1.00 each issued by a debtor of  a non-wholly owned subsidiary, Farlim Marketing Sdn Bhd, into  77,271 new ordinary shares of RM1.00 each  in Sycal Ventures Bhd.

(b)   Total investments in quoted securities as at 30 September 2010 are as follows:-     

                                                                                                  As At                                           

                                                                                                             30/9/2010                         

                                                                                               RM’000              

                        At cost :

                        - Balance as at 1 January 2010                             24

                        - Addition during the financial year                   155

                                                                                               -----------   

                                                                                                    179                       

                        Less : Impairment loss                                       (164)
                                                                                               -----------         

                        At book value                                                       15             

                                                                                                ======      

                        Market value                                                         15         

                                                                                                ======      
B8.      Status of Corporate Proposals   

            There were no corporate proposals announced nor any uncompleted proposal as at 25 November 2010 (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 September 2010 are as follows :

            Long Term Bank Borrowings                                             RM’000  


Secured         

            Bridging Loan                                                                             4,741      


Hire purchase


                        
                   709  

              





                            5,450
B9.      Group Borrowings and Debt Securities (Continued)

            Short Term Bank Borrowings                                            RM’000
            Secured                                                                      

            Bridging Loan                                                                             4,064


Hire purchase                                                                                 217
                                                                                                                4,281

            Debt Securities

            Irredeemable Convertible Unsecured Loan Stock                   14,818
            Total                                                                                        24,549

                                                                                                         =======  

B10.     Off Balance Sheet Financial Instruments  

The Group did not have any financial instruments with off balance sheet risk as at 25 November 2010 (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 changes in the material litigation between Bandar Subang Sdn Bhd (“BSSB”), a wholly-owned subsidiary and Cygal Berhad in respect of the arbitration of the building contract since the last annual balance sheet date is as follows :

BSSB had with the consent of Cygal Berhad, withdrawn its originating summons to direct the arbitrator to state a case with no order as to costs and with liberty to file afresh after BSSB has closed its case in the arbitration proceedings to enable more facts to be elicited in the continuation of the arbitration proceedings. The next hearing of the arbitration proceedings is on 13 and 14 January 2011.   

(ii) The status of the material  litigation between the Company and Esphere Enterprises Sdn Bhd (“EESB”) since the last annual balance sheet date in respect of the Company’s petition for winding-up of EESB as announced in the last financial period ended 30 June 2010, remains unchanged as at 25 November 2010 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).  

The Kuala Lumpur High Court Judge heard the witness Statements from the Plaintiff as well as the Defendants on 21 and 22 October 2010. After hearing, the Judge had fixed 23 November 2010 for both parties to give their submissions and the Judge will then decide on the case.
B11.    Material Litigations (Continued)

(iii)
A former employee (“Plaintiff”) of the Company had brought an action              in the High Court, arising out of the purported   termination of his services by the Company. The Plaintiff is alleging that the purported termination had defamed him, in particular in the construction industry and he was unable to secure a job in the said industry thereafter. 

The Plaintiff is claiming for general damages totalling RM200,000.00, loss of  earnings totalling RM336,128.00, loss of bonus totalling RM100,000.00, loss due to deduction of salary, loss of opportunity and promotion prospects, damages for defamation , legal cost  and interest at the rate of 8% per annum from the date of the filing of Writ  to the date of realization.

During the Case Management  on 7 October 2010, the Court has fixed 5 January 2011 as the date for Case Management, for parties to submit their witness statements and the Court has now fixed 17, 18, 19 and 21 January 2011 as the hearing dates of the matter. 

B12.    Earnings Per Ordinary Share Attributable to Equity Holders Of The Parent

a) Basic Earnings Per Share  

The calculation of basic earnings per share for the current financial period is based on the net profit attributable to equity holders of RM3.655 million and the number of ordinary shares in issue during the financial period as follows:

            Net profit attributable to equity holders of the parent (RM’000)                3,655  

            Weighted average number of ordinary shares ('000)                               124,863                                                                           

                        Earnings per share (sen)                                                                                 2.93                      

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 holders of RM3.657 million and the number of potential ordinary shares outstanding during the financial period taking into account the number of Irredeemable Convertible Unsecured Loan Stocks converted as at 1 January 2010 as follows:

            Net profit attributable to equity shareholders (RM'000)                             3,655

            Add : After tax effect of notional interest on ICULS (RM’000)                        2 
                                                                                                                                 3,657       

            Weighted average number of potential ordinary shares ('000)                140,326                                                                           

Fully diluted earnings per share (sen)                                                            2.61

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

30/9/2010

(RM)
Financial

Assistance

During The Quarter (July,

Aug And Sept 2010) (RM)

Loan To Unlisted

Holding Company





Farlim Group

(Malaysia) Bhd


Farlim Holding Sdn Bhd
Principal loan

Repayment of principal

Monthly interest charged for Jan-Sept‘10

Repayment of interest Jan-Sept’10


  57,841,580.47  

  (3,000,000.00)   

  54,841,580.47

    1,548,582.86

  (1,548,582.86)

               -            

  54,841,580.47


           -

           -

      813,151.71   

    (813,151.71)

            -    

            -



Loan From Listed Company to Non-Wholly Owned Subsidiary Company





Farlim Group (Malaysia) Bhd


Farlim Maju Sdn Bhd  

(70% owned)
Expenses paid on behalf


          5,273.00

 
             152.15

       


Farlim Marketing Sdn Bhd (51% owned)


Expenses paid on behalf


      799,698.23
      799,698.23

Grand Total

 

     799,850.38  

Note  :  1)   As disclosed in Note 10 to the audited financial statements for the financial year ended 31 December 2009, the amount owing by Farlim Holding Sdn Bhd shall be fully repaid by 31 December 2011.  

