Fiamma Holdings Berhad (Company No: 88716-W)


Notes to the unaudited quarterly report on the consolidated results for the financial quarter ended 31 December 2001.


1.	Accounting Policies


The quarterly financial statements are prepared using the accounting policies and methods of computation consistent with the most recent annual financial statements for the year ended 30 September 2001.  The financial statements are drawn up in accordance with applicable approved accounting standards in Malaysia.


A minority interest shareholder’s share of losses in excess of its investment in two subsidiary companies have been taken up in minority interest on the basis that upon completion of the proposed subscription (see Note 8) in Sunrise Stream Sdn. Bhd.(“SSSB”), its interest in these two subsidiary companies via SSSB will increase beyond the share of losses amounting to RM3,518,344 as at 31 December 2001 (RM3,081,430 as at 30 September 2001).  Included in Other Payables of one its subsidiary as at 31 December 2001, is an advance from a minority interest shareholder of RM14.6 million.  This advance will be utilised to subscribe for its proposed 49.9% equity interest in SSSB pursuant to the proposed subscription in SSSB. 


2.	Exceptional Items


There were no exceptional items during the current quarter and financial period ended 31 December 2001.


3.	Extraordinary Items


There were no extraordinary items during the current quarter and financial period ended 31 December 2001.


4.	Taxation


Taxation comprises the following:


	Financial


	Quarter Ended	Period Ended


	31 Dec 2001	31 Dec 2001


	RM’000	RM’000


Malaysian taxation	1,120	1,120


Deferred taxation	-   	-   


�				


	1,120	1,120


				








Notes: 


4.	Taxation (cont’d)


The Group’s effective tax rate is higher than the statutory tax rate due to losses incurred by certain subsidiary companies as there is no group tax relief and certain non-deductible expenses for tax purposes.


5.	Sale of Unquoted Investments and/or Properties


There were no material profits on sale of unquoted investment during the current quarter and financial period ended 31 December 2001.  The gain on sale of property, plant and equipment for the current quarter and financial period ended 31 December 2001 is RM3,457.


6.	Investment in Quoted Securities


There were no purchases or disposals of quoted securities during the current quarter and financial period ended 31 December 2001.


7.	Changes in the Composition of the Group


There were no changes in the composition of the Group during the current quarter and financial period ended 31 December 2001.


8.	Status of Corporate Proposal


The following proposals are still in progress as at 20 February 2002:





Revised Proposed Rights Issue With Warrants (“Revised Proposed Rights Issue”)





On 5 September 2001, Fiamma had announced the following:





Fiamma intends to implement a proposed renounceable rights issue of up to 46,332,000 new ordinary shares of RM1.00 each with up to 46,332,000 detachable warrants on the basis of one (1) new ordinary share with one (1) detachable warrant for every one (1) existing share held at an indicative issue price of RM1.01 each (“Revised Proposed Rights Issue”), instead of 37,065,600 new ordinary shares of RM1.00 each with up to 37,065,600 free detachable warrants on the basis of four (4) new ordinary shares with four (4) free detachable warrants for every five (5) existing shares, which was announced on 30 May 2000.





The Securities Commission (“SC”) has approved the Revised Proposed Rights Issue on 29 November 2001.  The SC had also vide their letter dated 10 January 2001 approved the extension of the deadline to implement and complete the Proposed Rights Issue  by another six months to 7 June 2002. 





�
Notes:


8.	Status of Corporate Proposal (cont’d.)


The Revised Proposed Rights Issue is subject to the following approvals being obtained:





the KLSE for the listing of and quotation of up to 46,332,000 rights shares and warrants and the shares to be issued pursuant to the exercise of warrants; 


the shareholders of Fiamma at an Extraordinary General Meeting (“EGM”) to be convened; and


Part of the proceeds from the Revised Proposed Rights Issue will be utilised to subscribe for 15,030,000 new ordinary shares of RM1.00 each in Sunrise Stream Sdn Bhd, the special purpose vehicle set up to revive the trading and manufacturing operations of MECB (see 8 (iv) below).





ii)   Proposed Shareholders’ Mandate For Recurrent Related Party 


      Transactions Of A Revenue Or Trading Nature (“RRPT)





On 11 January 2002, Arab-Malaysian Merchant Bank Berhad had on behalf of  Fiamma, announced that the Board pursuant to Paragraph 10.09 of the Listing Requirements proposes to seek a mandate from its shareholders to enter  into RRPT in their normal course of business. The details of the Proposed Shareholders’ Mandate has been included in the Circular to Shareholders dated 5 February 2002.





The Proposed Shareholders’ Mandate has been tabled and approved at the 19th Annual General Meeting of the Company held this morning.





iii)   Proposed Increase in the Authorised Share Capital


		 Proposed Amendment to Clause 3 of the Memorandum of Association  


		(“Memorandum”)


		 Proposed Adoption of New Articles of Association (“Articles”)


		(Collectively referred to as “these Proposals”)





On 30 May 2000, Arab-Malaysian Merchant Bank Berhad on behalf of  the Board had announced inter-alia the proposed increase in the authorized share capital of Fiamma to accommodate the increase in the issuance of new shares arising from the Proposed Rights Issue With Warrants.




















Notes: 


8.	Status of Corporate Proposal (cont’d.)


      On 11 January 2002, the Company had announced the following :





      Fiamma proposed to amend Clause 3 of  the Memorandum  to include Section    


67A of the Companies Act 1965 (“the Act”) to allow the Company to purchase its own shares: and 





Fiamma proposed to adopt new Articles to ensure the Company’s Articles are consistent with and in compliance with the Listing Requirements and any other regulatory requirements of the Act and rules of the Malaysian Central Depository Sdn Bhd. 





The details and rationale of these Proposals have been included in the Circular to Shareholders dated 5 February 2002.  These Proposals have been  tabled and approved by the shareholders of Fiamma at the 19th Annual General Meeting  held this morning.





	iv)	Revised Proposed Subscription in Sunrise Stream Sdn. Bhd. (“Revised Subscription Agreement”)





Fiamma, Malaysia Electric Corporation Berhad (“MECB”) and Sunrise Stream Sdn. Bhd (“SSSB”) executed the Revised Subscription Agreement on 3 September 2001.  This Revised Subscription Agreement supersedes the Subscription Agreement and Supplementary Subscription Agreement dated 6 August 1999 and 6 March 2000 respectively.  Pursuant to the Revised Subscription Agreement, Fiamma will now be subscribing for 15,030,000 new ordinary shares of RM1.00 each and acquiring one (1) existing ordinary share in SSSB instead of the previous proposed subscription for 25,050,000 new ordinary shares of RM1.00 each and proposed acquisition of one (1) existing ordinary share of RM1.00 each in SSSB. The Revised Subscription Agreement also provided for the transfer of identified assets and liabilities of MECB into SSSB.





The Revised Subscription Agreement has been approved by the FIC vide their letter dated 31 October 2001 and is subject to the following approvals:-





the shareholders of the Company at an Extraordinary General Meeting to be convened ;


MECB having successfully transferred the identified assets on an “as is where is” basis to SSSB and the successful assumption of the identified liabilities by SSSB.








Notes: 


9. 	Debt and Equity Securities


There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the financial period ended 31 December 2001.


10.	Group Borrowings and Debt Securities


	The Group’s borrowings as at 31 December 2001 are as follows:





	RM‘000


Term Loans – Secured





Repayable within 12 months	1,119


Repayable after 12 months	4,721


	_______


	5,840	======


Bills Payable – Short term





Secured	15,481


	Unsecured	24,422


	_______


	39,903	======


Hire Purchase Creditors





Repayable within 12 months	895


Repayable after 12 months	17


	_______


	912


	======


11.	Contingent Liabilities


Changes in contingent liabilities since the last annual balance sheet date to the date not earlier than 7 days from the date of this announcement are as follows:





	20 Feb 2002	30 Sept 2001


	RM’000	RM’000





Guarantees to financial institutions for


 facilities granted to subsidiary companies            106,660		102,943





	Guarantees to third parties on behalf of


	 subsidiary companies 	Nil	100





Notes: 


12.	Off Balance Sheet Financial Instruments


There are no financial instruments with off balance sheet risks as at 20 February 2002, being the date not earlier than 7 days from the date of this announcement.


13.	Material Litigation


There are no pending material litigations as at 20 February 2002 being the date not earlier than 7 days from the date of this announcement.


14.	Segmental Reporting


The Group’s financial information analysed by business segment as at 31 December 2001 is as follows:


		Profit/(Loss)	Total


	Before	Assets


	Revenue	Taxation	Employed


	RM’000	RM’000	RM’000





Investment Holding & Property


 Investment	352	(28)	84,543


Trading	60,132	3,305	156,348


Manufacturing & Assembling	6,846	(317)	13,741


	________	_______	_______


	67,330	2,960	254,632


(Less)/Add:  Intra-group 


 transactions	(6,328)	84	(80,811)


	________	_______	_______


	61,002	3,044	173,821


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


15.	Comparison with Preceding Quarter’s Results


The Group recorded a total revenue of RM61.0 million for the current quarter ended 31 December 2001 as compared to RM47.8 million achieved in the preceding quarter ended 30 September 2001.  This represents an increase of 27.6% over the previous quarter.  The higher sales volume reflects the increased consumer demand due to year-end festive season coupled with the successful launching and promotion of new models of certain electrical home appliances over the previous quarter.





The Group’s pre-tax profit for the current quarter of RM3.04 million represents an increase of RM1.52 million (100% increase) over the pre-tax profit for the immediate preceding quarter ended 30 September 2001. This is due mainly to the higher net margin contribution resulting from the increased revenue achieved for the current quarter.


Notes: 


16.	Review of the Performance of the Group


For the current first quarter ended 31 December 2001, the year-end festive season  has a more significant effect on the Group’s revenue and profit compared to the same period in the preceding year. This is evident from the higher Group revenue of RM61.0 million and higher pre-tax profit of RM3.04 million achieved in the current quarter compared to Group revenue of RM47.3 million and pre-tax profit of RM1.86 million recorded for the quarter ended 31 December 2000. 





Increased consumer demand for the Group’s products due to the well acceptance of certain newly launched models marketed by aggressive advertising and promotion has also contributed to the improved performance. 


17.	Events Subsequent to the End of the Financial Period


There are no material events as at 20 February 2002 being the date not earlier than 7 days from the date of this announcement, that will affect the financial results of the financial period under review.  


18.	Seasonal or Cyclical Factors


The Group’s core business, the distribution of electrical home appliances like most consumer products, are generally affected by the festive months which normally result in higher sales volume for these months.


19.	Prospects


	The Group’s core business, which is the distribution of electrical home appliances, is highly dependent on consumer confidence in the Group’s products and after-sales services as well as the general economic indicators of the country.  The Malaysian economy is expected to recover from a slower growth in 2001 to register real GDP growth in 2002. With this positive outlook, the Group will stay focused on its core business by strengthening strategic partnerships with both its dealers and suppliers to stimulate sales to further increase its market share. And,    barring any unforeseen circumstances, the Directors believe the prospects for the Group will remain satisfactory for the financial year ending 30 September 2002.


20.	Profit Forecast or Profit Guarantee


Not applicable.


21.	Dividend


The Directors do not recommend any interim dividend for the current quarter ended 31 December 2001.


�
Notes:


22.	Provision of Financial Assistance


The amount of financial assistance provided by the Company and its subsidiaries to its non wholly-owned subsidiaries pursuant to paragraph 8.23(1) of the Listing Requirements is as follows:-


	31 Dec 2001	30 Sept 2001


	RM’000	RM’000


Company


  -	Corporate guarantees to financial


	 institutions for trade facilities granted	22,540	18,823





  -	Corporate guarantees to financial


	 institution for term loan facilities	6,400	6,400





  -	Letter of guarantee to third party


	 for procurement of materials and 	


	 supplies (Note 11)	Nil	100





Subsidiaries


  -	Letter of guarantee to third party


	 for procurement of materials and 


	 supplies (expired on 1 Oct. 2001)	Nil	150





The above financial assistance does not have a material financial impact on the Group.








This announcement is dated 26 February 2002.
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