 Fiamma Holdings Berhad (Company No: 88716-W)

Additional information to the unaudited interim financial report for the financial quarter ended 31 December 2002 as required by the KLSE’s Listing Requirements.

1.	Review of the Performance of the Group

	The Group achieved a revenue of RM62.0 million for the current quarter ended 31 December 2002 as compared to RM61.0 million achieved in the preceding year corresponding quarter ended 30 December 2001.  The increase in revenue of RM1.0 million or 1.6% is due to higher demand for the Group’s products.

The Group recorded a pre-tax loss of RM0.5 million for the current three (3) months ended 31 December 2002 as compared to a pre-tax profit of RM3.0 million for the preceding year corresponding period.  The loss for the current quarter was due mainly to manufacturing losses, and higher operating overheads mainly advertising and sales promotion incurred in the current quarter as compared to preceding year corresponding quarter.

2.	Comparison with Preceding Quarter’s Results

	Current	Preceding

	quarter ended	quarter ended

	31 Dec 2002	30 Sept 2002

	RM’000	RM’000

Revenue	62,005	49,792

Loss before taxation	538	435

The Group recorded a total revenue of RM62.0 million for the current quarter ended 31 December 2002 as compared to RM49.8 million achieved in the preceding quarter ended 30 September 2002.  The increase in revenue of RM12.2 million or 24.5% for the current quarter as compared to preceding quarter is contributed by higher sales volume due to year-end festive season coupled with road-shows held for the launching and promotion of certain new models of electrical appliances.

However, the Group recorded a loss before taxation of RM0.5 million during the current quarter compared to RM0.4 million in the preceding quarter ended 30 September 2002.  The loss for the current quarter was due to the higher manufacturing losses and operating overheads incurred particularly advertising and sales promotion.





3.	Prospects

	The Group’s core business, which is the distribution and manufacturing 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.  In light of the present economic environment and intense competition from other electrical home appliances players, the Directors expect the Group’s performance to remain challenging for the financial year ending 30 September 2003.

4.	Profit Forecast or Profit Guarantee

Not applicable.

5.	Taxation

Taxation comprises the following:

	Quarter/Financial

		period ended

		31 Dec 2002

		RM’000

Current tax expense		797*

Deferred tax expense		-   

�				

		797*

				

The Group’s effective tax rate is higher than the statutory tax rate due to the following:-

	Quarter/Financial

		period ended

		31 Dec 2002

		RM’000

Loss before taxation		538

				

Tax at the statutory income tax rate of 28%		(151)

Tax effects of expenses that are not deductible

 in determining taxable profit:

	Non tax deductible expenses		522

	Business losses		426

					

Tax expense		797*

				

6.	Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investment during the current quarter and financial period ended 31 December 2002.  The gain on disposal of property, plant and equipment for the current quarter and financial period ended 31 December 2002 is RM24,800.

7.	Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial period ended 31 December 2002.

8.	Status of Corporate Proposal

i)	Status of Utilisation of Proceeds from Renounceable Rights Issue with Warrants

The status of utilization of the proceeds from the rights issue with warrants as at 31 December 2002 is as follows:

	Total Proceeds	Proceeds

	from Rights Issue	Utilised

	RM’000	RM’000

i)	Subscription of 15,030,000 shares in SSSB	15,030	15,030

	ii)	Part-finance construction of the head

	  office-cum-wholesale distribution center	16,411	8,809

iii)	Working capital for Sunrise Stream	10,000	2,505

iv)	Listing and rights issue expenses	1,100	1,100

				

	42,541	27,444

				

ii)	Disposal of 40% shareholding in MTS Fiamma Sdn Bhd (“MTS Fiamma”)

On 8 July 2002, Fiamma announced that the Company had on 5 July 2002 entered into a Conditional Sale and Purchase Agreement (“Agreement”) for the disposal of its 40% shareholding in MTS Fiamma comprising of 400,000 ordinary shares of RM1.00 each (“Shares”), to Merloni Termosanitari Pte Ltd (“Merloni Termosanitari”), a company incorporated in Singapore for a total cash consideration of Ringgit Malaysia One Hundred and Ten Thousand (RM110,000) only.

Fiamma has completed the above-mentioned disposal of Shares to Merloni Termosanitari on 30 January 2003 and accordingly, Fiamma had made an announcement.  With the completion of the disposal of Shares, MTS Fiamma ceased to be an associated company of Fiamma.

9.	Group Borrowings and Debt Securities

	The Group’s borrowings as at 31 December 2002 are as follows:

	Secured	Unsecured	Total

	RM‘000	RM‘000	RM‘000

Short Term

Repayable within 12 months

Term Loans	5,347	-     	5,347

Bills Payable	9,249	15,573	24,822

Hire Purchase Creditors	70	-     	70

						

	14,666	15,573	30,239

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

Long Term

Repayable after 12 months

Term Loans	27,653	14,605	42,258

Hire Purchase Creditors	20,892	-     	20,892

						

	48,545	14,605	63,150

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

10.	Off Balance Sheet Financial Instruments

During the financial year to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.  There are no financial instruments with off balance sheet risks as at 20 February 2003, being the date not earlier than 7 days from 26 February 2003.

11.	Changes in Material Litigation

There are no changes in material litigation since the last annual balance sheet date till 20 February 2003 being the date not earlier than 7 days from 26 February 2003 except for the following:-

(A)	Winding-up Petition Served on MB Industries Sdn. Bhd. (“MBI”), a subsidiary company

(i)	Fiamma had on 7 January 2003 made an announcement that MBI has on 7 January 2003 been served with a notice pursuant to Section 218 of the Companies Act, 1965 dated 6 January 2003 (“Notice”).  The Notice was served by Messrs M.K. Chen & Leong, the solicitors for Lim Oy Joo @ Lim Yoi Joo (“Lim”) for a total claim of RM225,000.00;

The total claim by Lim of RM225,000.00 is for the debt due from MBI in relation to the Sale and Purchase Agreement dated 3 July 2000 entered into between Lim and MBI (“Sale and Purchase Agreement”) for the purpose of the 

11.	Changes in Material Litigation (cont’d)

purchase of machineries, equipment and tools for a total purchase consideration of RM1,150,000.00.  The total sum of RM225,000.00 consists of:-

RM150,000.00 being the remainder of the purchase price due from MBI to Lim under the said Sale and Purchase Agreement; and

(b)	RM75,000.00 being the interest due from MBI to Lim in respect of MBI’s delay in paying RM750,000.00 (being part of the purchase price) under the said Sale and Purchase Agreement.

(iii)	By the Notice, the total claim by Lim is to be paid within 21 days of the receipt of the Notice failing which it would be deemed that MBI is unable to pay its debt and a winding-up petition would be commenced against MBI; and

(iv)	On 20 January 2003, Fiamma had announced that a winding-up petition had been served on MBI for the sum mentioned above.  Based on its legal counsel’s advice, would take steps to file an application to stay the winding-up proceeding and to refrain the petitioner from advertising and gazetting the winding-up petition; and to oppose the winding-up petition.

12.	Dividend

The shareholders of the Company approved a final dividend of 3% per share less 28% tax for the financial year ended 30 September 2002, at the Annual General Meeting held today.  The entitlement date for the said dividend shall be 5 March 2003 and will be paid to shareholders on 4 April 2003.

No interim dividend was declared for the current quarter ended 31 December 2002.

The total dividend per share for the current financial year ending 30 September 2003 is nil.

13.	Earnings per Share

	Basic earnings per share

	The calculation for basic earnings per share for the quarter and financial period ended 31 December 2002 is based on the net profit attributable to ordinary shareholders of RM267,000 and the weighted average number of ordinary shares outstanding during the quarter and financial period ended 31 December 2002 of 84,240,000.

Weighted average number of ordinary shares

	Quarter/Financial 

		period ended

	31 Dec 2002

	Issued ordinary shares at beginning and end of the period	84,240,000

			

Weighted average number of ordinary shares	84,240,000

			

13.	Earnings per Share (cont’d)

	Diluted earnings per share

	The calculation for diluted earnings per share for the quarter and financial period ended 31 December 2002 is not presented as it is anti-dilutive.

14.	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 2002	30 Sept 2002

	RM’000	RM’000

Company

  -	Corporate guarantees to financial

	 institutions for trade facilities granted	13,422	13,422

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

This amended announcement is dated 28 February 2003.

Additional information required by KLSE’s Listing Requirements
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