A.  NOTES TO THE INTERIM FINANCIAL REPORT

A1.      Basis Of Preparation 

The interim financial report for the third quarter ended 30 September 2012 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 2011.

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 2011 except for the adoption of the following revised Financial Reporting Standards (“FRSs”), amendments/improvements to FRSs, new Issues Committee Interpretations (“IC Int”) and amendments to IC Int:-

Revised FRS

FRS 124
Related Party Disclosures




Amendments/Improvements to FRSs

FRS 1
First-time Adoption of Financial Reporting Standards

FRS 7
Financial Instruments : Disclosures

FRS 112
Income Taxes




New IC Int


IC Int 19
Extinguishing Financial Liabilities with Equity Instruments




Amendments to IC Int

IC Int 14
FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

The Group has not adopted the following new and revised FRSs, amendments/improvements to FRSs and new IC Int which have been issued but not yet effective:-

 

Effective for financial periods beginning on

or after

New FRSs


FRS 9
Financial Instruments 
1 January 2015

FRS 10
Consolidated Financial Statements
1 January 2013

FRS 11
Joint Arrangements
1 January 2013

FRS 12

FRS 13                  
Disclosures of Interests in Other Entities

Fair Value Measurement 
1 January 2013

 1 January 2013

A2.
Changes in Accounting Policies (Continued)



Effective for financial periods beginning on

or after

Revised FRSs

FRS 119           Employee Benefits                                                       

FRS 127           Separate Financial Statements

FRS 128           Investments in Associates and Joint Ventures

Amendments/Improvements to FRSs
1 January 2013

1 January 2013

1 January 2013



FRS 1
First-Time Adoption of Financial Reporting Standards
1 January 2013

FRS 7
Financial Instruments : Disclosures
1 January 2013

FRS 10
Consolidated Financial Statements
1 January 2013

FRS 101
Presentation of Financial Statements
1 July 2012

FRS 11 
Joint Arrangements
1 January 2013

FRS 12
Disclosure of Interest in Other Entities
1 January 2013

FRS 116
Property, Plant and Equipment 
1 January 2013

FRS 132                      
Financial Instruments : Presentation
1 January 2014

FRS 134
Interim Financial Reporting
1 January 2013

New IC Int



IC Int 2
Member’s Shares In Co-Operative Entities & Similar Instruments
1 January 2013

IC Int 20     
Stripping Costs in the Production Phase of a Surface Mine
1 January 2013









           Malaysian Accounting Standards Board (“MASB”) Approved Accounting Standards, MFRSs

In conjunction with the planned convergence of FRSs with International Financial Reporting Standards as issued by the  International  Accounting  Standards  Board  on 1 January 2012, the MASB had on 19 November 2011 issued a new MASB approved accounting standards, MFRSs (“MFRSs Framework”) for application in the annual periods beginning on or after 1 January 2012.

The MFRSs Framework is mandatory for adoption by all Entities Other Than Private Entities for annual periods beginning on or after 1 January 2012, with the exception of entities subject to the application of MFRSs 141 Agriculture and/or IC Int 15 Agreements for the Construction of Real Estate (“Transitioning Entities”). The Transitioning Entities are given an option to defer adoption of the MFRSs framework for an additional one year. Transitioning Entities also include those entities that consolidate or equity account or proportionately consolidate another entity that has chosen to continue to apply the FRSs framework for annual periods beginning on or after 1 January 2012.

On 30 June 2012, MASB has decided to allow Transitioning Entities to defer the adoption of MFRS Framework for another year. Consequently adoption of MFRS Framework by Transitioning Entities will be mandatory for annual periods beginning on or after 1 January 2014. 

A2.
Changes in Accounting Policies (Continued)

The Group is currently assessing the impact of the adoption of the MFRS framework and will prepare its first MFRSs financial statements using the MFRSs framework for the financial year ending 31 December 2014.

A3.      Audit Report

The audit report of the Group for the preceding annual financial statements for the financial year ended 31 December 2011 was not subject to any qualification.

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. 

A8       Dividend Paid 

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

A9.       Segmental Reporting

Current Year Quarter Ended 30 September 2012


Property
Cons-truction
Trading
Invest-ment
Total


RM’000
RM’000
RM’000
RM’000
RM’000

Operating Revenue
4,528
-
254
-
4,782

Cost of sales
(2,111)
-
(230)
-
(2,341)

Results

Segment results
301
-
8
(2)
307

Other income
205
-
-
-
205

Finance costs (net)
692
-
3
-
695








Profit before tax
1,198
-
11
(2)
1,207

A9.       Segmental Reporting (Continued)

Preceding Year Corresponding Quarter Ended 30 September 2011


Property
Cons-truction
Trading
Invest-ment
Total


RM’000
RM’000
RM’000
RM’000
RM’000

Operating Revenue
7,601
79
177
-
7,857

Cost of sales
(5,572)
(68)
(166)
-
(5,806)

Results

Segment results
(812)
12
(11)
(2)
(813)

Other income
280
-
5
-
285

Finance costs (net)
625
-
3
-
628

Investing results
-
-
-
1
1

Profit/(Loss) before tax
93
12
(3)
(1)
101 

Current Financial Year Ended 30 September 2012

Property

Cons-truction

Trading

Invest-ment

Total

RM’000

RM’000

RM’000

RM’000

RM’000

Operating Revenue
14,304

231

1,163

-

15,698

Cost of sales

(10,056)

89

(1,022)

-

(10,989)

Results

Segment results

(2,213)

320

109

(2)

(1,786)

Other income

495

-

150

-

645

Finance costs (net)

1,973

-

8

-

1,981

(Loss)/Profit 

before tax

255

320

267

(2)

840 

Preceding Financial Year Ended 30 September 2011


Property
Cons-truction
Trading
Invest-ment
Total


RM’000
RM’000
RM’000
RM’000
RM’000

Operating Revenue
18,456
248
555
-
19,259

Cost of sales
(13,888)
(219)
(532)
-
(14,639)

Results

Segment results
(3,373)
29
(20)
(2)
(3,366)

Other income
509
-
5
-
514

Finance costs (net)
1,834
-
8
-
1,842

Investing results
-
-
-
1
1

(Loss)/Profit before tax
(1,030)
29
(7)
(1)
(1,009) 

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 Reporting Date

There were no material events as at 22 November 2012 (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 Group’s composition 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 2011 are as follows :

                                                                      As At                        As At  

                                                                 30 Sept 2012            31 Dec 2011

                                                                    RM '000                    RM '000  

      Secured

      Bank guarantees issued in favour

      of various third parties                                 129                          133                               

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

Note : 1)    The above decrease in contingent liabilities of the Group amounting to RM4,000 was due to the cancellation of bank guarantees issued to various third parties.

2) The contingent liabilities of the Group remain unchanged as at 22 November 2012 except that there was a bank guarantee of RM19,400 which had expired on 21 October 2012.

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 RM15.698 million for the financial period from  1 January 2012 to 30 September 2012 (FY2012) compared to a revenue of RM19.259 million for the  preceding year corresponding period (FY2011).  Revenue for the current financial quarter (3Q12) was RM4.782 million as compared to RM7.857 million for the  preceding year corresponding quarter (3Q11). 

            The profit before taxation (PBT) for FY2012  of  RM0.840  million represented a 183% increase in profit as compared to the  loss before taxation (LossBT) of RM1.009 million for FY2011. Profit before tax (PBT) for 3Q12 was RM1.207 million compared to  RM0.101 million in 3Q11. The increase in the PBT for 3Q12  represented an increase of 1095% compared to 3Q11.  PBT comprises of profits derived from the property segment, construction segment and trading segments.

(i) Property

The property segment registered a revenue of RM14.304 million in FY2012 as compared to RM18.456 million in FY2011.  The  revenue and the segment profit for FY2012 were mainly due to billings from the existing on-going development projects and write-back of overprovision for liquidated ascertained damages to house purchasers by a wholly-owned subsidiary company. 

Revenue  from the  property segment  for 3Q12 was RM4.528 million as compared to RM7.601 million in 3Q11. There was a decrease of 40% in the revenue as compared to 3Q11. Segment profit increased by 1188% for 3Q12 of RM1.198 million as compared to RM0.093 million for 3Q11. The  revenue and segment profit for 3Q12 was contributed by the   billings from the existing on-going development projects and write-back of overprovision for liquidated ascertained damages to house purchasers by a wholly-owned subsidiary company in 3Q12.

(ii) Construction

Construction revenue for the FY2012 and 3Q12 was RM0.231 million and RM Nil respectively as compared to RM0.248 million in FY2011 and RM0.079 million in 3Q11.

Profit before tax for the FY2012 and 3Q12 was RM0.320 million and RM Nil respectively as compared to RM0.029 million in FY2011 and RM0.012million in 3Q11. The revenue and segment profit  for FY2012 was mainly due to some final billings upon finalization of accounts for a turnkey polyclinic project which was completed in FY2010 and  some cost savings  from the completed turnkey polyclinic project.

B1. Review Of Performance Of The Company And Its Principal Subsidiaries  (Continued)       

(iii) Trading

Trading revenue for the FY2012 and 3Q12 was RM1.163 million and RM0.254 million respectively as compared to RM0.555 million in FY2011 and RM0.177 million in 3Q11.  There was an increase of 109% in the revenue for FY2012 compared to FY2011.  Revenue for 3Q12 increased by 43% compared to 3Q11. 

The trading segment registered a profit of RM0.267 million  in the FY2012 and RM0.011 million in  3Q12.  This was  mainly attributable to the supplies of  building materials to the customers.

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

            The Group registered a revenue of RM4.782 million and a profit before taxation of RM1.207 million for the current financial quarter as compared to a revenue of RM7.189 million and a profit before tax  of RM0.562 million for the immediate preceding financial quarter. 

The  revenue and profit before tax for the current financial quarter was mainly attributable to the property sector.  

B3.      Prospect For Current Financial Year

The Group’s on-going development projects and  new residential projects in Selangor shall continue to contribute positively to the Group’s performance for the financial year 2012. 

The Group will continue to focus on building affordable and quality homes and will make every effort to improve efficiency and productivity.  Hence barring any unforeseen circumstances, the Group is optimistic about its prospects for the current financial year.

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

                                                                   30/09/2012   30/09/2011  30/09/2012     30/09/2011                  

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

                   current taxation                    (73)             (273)           (209)             (1,091)     

                   in respect of prior years       (61)               (19)             (61)                  (19)                                  

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

                                                               (134)            (292)           (270)             (1,110)              

                                                         ========    ========  ========    ========    
The Group’s effective tax rate for the current quarter and financial year to-date was below the statutory tax rate mainly due to the utilisation of unabsorbed tax losses of certain companies within the Group and certain expenses were disallowed for tax purposes.

(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.      Status of Corporate Proposals   

            On 28 October 2011, the Company had made an announcement that it had entered into a conditional Sale and Purchase Cum Settlement Agreement with Farlim Properties Sdn Bhd (“FPSB”) and Farlim Holding Sdn Bhd (“FHSB”) for the transfer to the Company of 1/4 undivided share of land of each of Lot 1561, Section 3, Town of Air Itam, held under No. Hakmilik GRN 43187 and Lot 1584, Mukim 13 held under No. Hakmilik GRN 53264 as well as 11/100 undivided share in Lot 1457, Mukim 13 held under No. Hakmilik GRN 4661, all within the District of Timur Laut, Penang for a purchase consideration of RM57,341,580.47 as full settlement of RM54,841,580.47 (“Amount Owing”) due from FHSB to the Company (“Proposed Settlement”)  and set-off with all the professional fees and related expenses pertaining to the Proposed Settlement for a total amount of RM2.5 million to be borne by FHSB (“Settlement Agreement”).

            On 26 April 2012, the Company had made an announcement that the Company, FPSB and FHSB had mutually agreed to an extension of time for three (3) months to 27 July 2012 for the fulfillment of the conditions precedent of the Settlement Agreement.
On 26 July 2012, , the Company had made an announcement that the Company, FPSB and FHSB had mutually agreed to a further extension of time for three (3) months to 27 October 2012 for the fulfillment of the conditions precedent of the Settlement Agreement.

B6.      Status of Corporate Proposals (Continued)

On 24 October 2012, , the Company had made an announcement that the Company, FPSB and FHSB had mutually agreed to a further extension of time from 27 October 2012 to 31 December 2012 for the fulfillment of the conditions precedent of the Settlement Agreement.

Notwithstanding the above, the Settlement Agreement is to be completed on or before 31 December 2012.

B7.      Group Borrowings and Debt Securities

Total borrowings of the Group as at 30 September 2012 were as follows :

            Long Term Bank Borrowings                                             RM’000  


Secured         


Bridging Loan                                                                               605

            Finance Lease


                        
                   228  

              





                               833
            Short Term Bank Borrowings                                            RM’000
            Secured                                                                      


Bridging Loan                                                                               795

            Finance Lease                                                                                230
                                                                                                                1,025

             Total                                                                                          1,858

                                                                                                           =======  

B8.     Off Balance Sheet Financial Instruments  

The Group did not have any financial instruments with off balance sheet risk as at 22 November 2012 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B9.      Realised And Unrealised Profits Or Losses

            Bursa Malaysia Securities Berhad (“Bursa”) had on 25 March 2010 issued a directive which requires all listed companies to disclose a breakdown of the unappropriated profits or accumulated losses as at the end of the reporting period, into realised and unrealised profits or losses.

            The determination of realised and unrealised profit is based on the Guidance of Special Matter No. 1, Determination of Realised and Unrealised Profits or Losses in the Context of  Disclosures Pursuant to Bursa Listing Requirements, issued by the Malaysian Institute of Accountants on 20 December 2010.

B9.      Realised And Unrealised Profits Or Losses

                The breakdown of accumulated losses of the Group as at the reporting date, into realised and unrealised losses, pursuant to the directive is as follows :


As at 

Current Financial

Year Ended

30 Sept 

2012

RM’000
As at 

Preceding Financial

Period Ended

30 June

2012

RM’000

Total accumulated losses of the Company and its subsidiaries :



- Realised 
30,831
31,989

- Unrealised 
-
-


30,831
31,989

Add : Consolidation adjustments
17,134
17,043

Total Group accumulated losses as per consolidated financial statement
47,965
49,032

B10.    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 date of the last annual statement of financial position are as follows :

BSSB has closed its case in the arbitration proceedings.  The matter is now pending the filing and exchange of the written submissions by the parties.

(ii)(a) The status of the material litigation between the Company and Esphere Enterprises Sdn Bhd (“EESB”) since the date of the last annual statement of financial position in respect of the Company’s petition for winding-up of EESB as announced in the last financial period ended 30 June 2012 remains unchanged as at 22 November 2012 (the latest practicable date which is not earlier than 7 days from the date of issue of this report). 

 (ii)(b) As to the action taken by EESB (In-Liquidation) as Plaintiff against the Defendants in respect of the transfer of shares in Mahawira Sdn Bhd back to ESSB, the High Court had on 21 February 2011 made a decision in dismissing the Plaintiff’s claim with costs and allowed the Plaintiff to file a Notice of Appeal to the Court of Appeal within 30 days from 23 February 2011.  EESB had on 17 March 2011 filed an appeal to the Court of Appeal and the Court of Appeal Registrar has fixed the hearing date of the appeal on 9 May 2012. On the hearing date, the Appeal Court Judges heard the submission and dismissed the appeal on the decision of the High Court.

B10.    Material Litigations (Continued)

            The Liquidators then proceeded with the appeal to the Federal Court on the decision of the Court of Appeal.  The Liquidators’ solicitors had on 8 June 2012 filed the documents for leave application at the Putrajaya Federal Court Registry. The Federal Court has subsequent to the case management date on 28 August 2012, fixed the hearing of the leave application on 5 December 2012. 

(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 was 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 was 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.

The changes on the above material litigation since the date of the last annual statement of financial position are appended below as at 22 November 2012 (the latest practicable date which is not earlier than 7 days from the date of issue of this report).

The matter had been heard by the High Court at Shah Alam scheduled on 17 to 19 January 2011 and judgement was delivered by the Court on 31 January 2011. The Court dismissed the Plaintiff’s claims and had ordered that an agreed cost of RM30,000.00 be paid by the Plaintiff to the Company. Our solicitors had sent reminder letters on 3 May 2011 and 13 May 2011 to the Plaintiff’s solicitors demanding the cost of RM30,000.00 to be deposited in Court.  

On 22 August 2011, the Plaintiff had filed an application for stay. On 7 August 2012, the Court has dismissed the Plaintiff’s Application For Stay and further ordered that a costs of RM1,500.00 to be paid to the Defendant within 21 days from the date thereof.  On 11 September 2012, the Plaintiff had paid the costs of RM1,500.00 to the Company.

B11.    Earnings Per Ordinary Share 

            Attributable to Equity Owners Of The Parent

a) Basic Earnings Per Share  

The calculation of basic earnings per share for the current financial period based on the net profit attributable to equity owners of RM1.067 million and the number of ordinary shares in issue during the financial period is as follows:

            Net profit attributable to equity owners (RM’000)                                      1,067

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

                        Earnings per share (sen)                                                                                 0.76                      

B11.    Earnings Per Ordinary Share 

            Attributable to Equity Owners Of The Parent (Continued)

b) Diluted Earnings Per Share

Diluted earnings per share is the same as basic profit per share as there were no dilutive potential ordinary shares during the financial period.         

B12.     Profit Before Tax Is Stated After Charging/(Crediting) :


Current Quarter Ended 30/09/12

RM’000
Financial Year

Ended 30/09/12 RM’000

Interest income
(702)
(2,004)

Other income including investment income
(205)
(645)

Interest expense
7
23

Depreciation and amortisation 
98
295

Provision for and write off of receivables 
N/A
N/A

Provision for and write off of inventories 
N/A
N/A

Gain or loss on disposal of quoted or unquoted investment or properties 
N/A
N/A

Impairment of assets 
N/A
N/A

Foreign exchange gain or loss
N/A
N/A

Gain or loss on derivatives
N/A
N/A

Exceptional items (with details)
N/A
N/A

              N/A denotes Not Applicable

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

30/09/2012

(RM)
Financial

Assistance

During The Quarter (Jul,

Aug And Sept 2012) (RM)

Loan To Unlisted

Holding Company





Farlim Group

(Malaysia) Bhd


Farlim Holding Sdn Bhd
Principal loan

Repayment of principal

Monthly interest charged for Jan-September’12

Repayment of interest Jan - August’12

Expenses incurred pertaining to the Proposed Settlement 

up to Dec ‘11

For Jan – Sept ‘12


  54,841,580.47  

             -   

  54,841,580.47

    1,707,188.75

  (1,520,331.02)

      186,857.73              

       648,666.16

         21,297.00

       669,963.16

  55,698,401.36


           -

           -

     573,170.07   

    (573,498.19)

           (328.12)         

             -

             -

             -       

           (328.12)

Loan From Listed Company to Non-Wholly Owned Subsidiary Company





Farlim Group (Malaysia) Bhd


Farlim Maju Sdn Bhd  

(70% owned)

Baka Suci Sdn Bhd (80% owned)

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

Expenses paid on behalf

Expenses paid on behalf
          1,736.30

          1,500.50

          1,517.20
        1,736.30

        1,500.50

        1,517.20

       

Grand Total

 

        4,425.88             

B14.    Provision of Financial Assistance (Continued)
     Notes  :   

1) On 28 October 2011, the Company had entered into a conditional Sale and Purchase Cum Settlement Agreement with Farlim Properties Sdn Bhd and Farlim Holding Sdn Bhd (“FHSB”) for the transfer to the Company of 1/4 undivided share of land of each of Lot 1561, Section 3, Town of Air Itam, held under No Hakmilik GRN 43187 and Lot 1584, Mukim 13 held under No Hakmilik GRN 53264 as well as 11/100 undivided share in Lot 1457, Mukim 13 held under No Hakmilik GRN 4661, all within the District of Timur Laut, Penang for a purchase consideration of RM57,341,580.47 as full settlement of RM54,841,580.47 (“Amount Owing”) due from FHSB to the Company and set-off with all the professional fees and related expenses pertaining to the Proposed Settlement for a total amount of RM2.5 million to be borne by FHSB (“Settlement Agreement”).

Pursuant to the Settlement Agreement, the due date for payment of the Amount Owing shall be deemed extended to the Completion Date and the Amount Owing shall be deemed settled on the Completion Date provided always that the Completion Date shall be on or before 31 December 2012.

2)  Payment of interest charged for the month of September 2012 of RM186,857.73 was paid by FHSB on 16 October 2012.

