Notes to the Interim Financial Report




Fiamma Holdings Berhad (Company No: 88716-W)

A.
Notes to the interim financial report for the financial year ended 30 September 2008.

A1.
Accounting Policies

The quarterly interim financial report is unaudited and has been prepared in accordance with FRS 134, Interim Financial Reporting issued by the Malaysian Accounting Standards Board and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).
The interim financial report should be read in conjunction with Fiamma Holdings Berhad’s (“Fiamma” or the “Company”) most recent Annual Financial Statements for the financial year ended 30 September 2007.

The following notes provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 30 September 2007.

The interim financial report has been prepared using the accounting policies and methods of computation consistent with the most recent audited financial statements of the Group for the financial year ended 30 September 2007.

A2.
Report of the Auditors to the Members of Fiamma

The reports of the auditors to the members of Fiamma and its subsidiary companies on the financial statements for the financial year ended 30 September 2007 were not subject to any qualification and did not include any adverse comments made under subsection (3) of Section 174 of the Companies Act, 1965.
A3.
Seasonality or Cyclicality of Interim Operations

The business of the Group was not subject to material seasonal or cyclical fluctuations. 

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There are no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial year ended 30 September 2008.

A5.
Material Changes in Estimates of Amounts Reported 

There were no material changes in estimates used in reporting the current year as compared to the financial statement of the Group for the year ended 30 September 2007.
A6.
Debt and Equity Securities

There were no issuance, cancellations, resale and repayments of debt and equity securities for the current year.

As at 30 September 2008, total number of treasury shares was 7,234,900, representing 8.4% of the total paid-up share capital of the Company. These shares were being held and retained as treasury shares as defined under Section 67A of the Companies Act, 1965. None of the treasury shares were sold or cancelled during the current quarter. 

A7.
Dividend Paid

The approved final tax-exempt dividend of 5% totaling RM3,930,480 in respect of the financial year ended 30 September 2007 was paid on 11 April 2008 to depositors whose names appeared in the Record of Depositors on 14 March 2008.
A8.
Segment Information
The Group’s financial information analysed by business segment is as follows:
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A9.
Property, Plant and Equipment

Property, plant and equipment are stated at cost/valuation less accumulated depreciation and impairment losses.

Independent valuations by external valuers have been carried out for the property, plant and equipment of the Group as at 30 June 2008.  The valuations were carried out in the ordinary course of business and in line with the Group’s accounting policy.  The financial effect of such valuations has been incorporated in the interim financial statements for the quarter and year ended 30 September 2008. 
A10.
Events Subsequent to the Balance Sheet Date

There were no material events as at 18 November 2008, being the date not earlier than 7 days from the date of this announcement that will affect the financial results of the financial year under review.

A11.
Changes in Composition of the Group

On 1 July 2008, Fiamma acquired 525,000 ordinary shares of RM1.00 each representing 30% of the issued and paid-up capital of Enex-Dynamic Sdn Bhd (“Enex”) from Fiamma Trading Sdn Bhd, a 70% owned subsidiary of Fiamma for a cash consideration of RM265,592. Subsequent to this, Fiamma’s shareholding in Enex increased to 70%.
Except for the above, there were no changes in the composition of the Group for the current quarter and the period up to 18 November 2008, including business combination, acquisition or disposal of subsidiaries and long-term investments, restructuring and discounting operations.

A12.
Contingent Liabilities


Contingent liabilities of the Group are as follows:


 18 Nov 2008
30 Sept 2007

RM’000
RM’000

Guarantees to financial institutions for

  facilities granted to subsidiary companies
101,922
53,923

======
======
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B.
Additional information as required by the Listing Requirements of Bursa Malaysia.

B1.
Review of the Performance of the Group


Current
Preceding year

financial
corresponding


year ended
year ended


30 Sept 2008
30 Sept 2007

RM’000
RM’000

Revenue
162,943
121,429
Profit before taxation
22,029
12,552



The Group recorded a higher revenue of RM162.943 million for the current financial year ended 30 September 2008 as compared to RM121.429 million achieved in the preceding year ended 30 September 2007. The increase in the Group revenue was mainly due to improved performance of the trading subsidiaries.

The Group recorded a higher profit before taxation of RM22.029 million as compared to RM12.552 million in the preceding year ended 30 September 2007. This was mainly attributable to the increase in sales volume as mentioned above and improvement in gross profit margin as well as the increase in the fair value of investment property of RM3.040 million.
B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


30 Sept 2008
30 June 2008

RM’000
RM’000

Revenue
47,787
41,972
Profit before taxation
7,810
5,222
The Group recorded a higher revenue of RM47.787 million for the current quarter ended 30 September 2008 as compared to RM41.972 million achieved in the preceding quarter ended 30 June 2008.  

The Group recorded a higher profit before taxation of RM7.810 million for the current quarter as compared to a profit before taxation of RM5.222 million in the preceding quarter ended 30 June 2008. The increase in profit before taxation in the current quarter was mainly attributable to increase in the fair value of investment property of RM3.040 million. The Group recorded a lower trading profit of RM4.770 million as compared to RM5.222 million in the preceding quarter ended 30 June 2008 due to higher operating expenses incurred in the current quarter.
B3.
Prospects

The Group expects to face challenges from prevailing uncertainties in the market. Nevertheless, the Group shall continue to step up efforts to increase its revenue contributions from existing businesses through the introduction of new products and widening of the existing product range. 

B4.
Profit Forecast or Profit Guarantee

Not applicable.
B5.
Taxation
Taxation comprises the following:

Current
Financial


quarter ended
year ended


30 Sept 2008
30 Sept 2008


RM’000
RM’000

Current year tax expense
1,210
3,955

Deferred tax expense
506
1,026








1,716
4,981

Prior year tax expense
-  
(83)








1,716
4,898


RM’000
RM’000
Profit before taxation
7,810
22,029
Tax at the statutory income tax rates
2,031
5,728
Other tax effects
(315)
(747)


Tax expense
1,716
4,981

Prior year tax expense
-   
(83)

Tax expense
1,716
4,898

B6.
Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investment during the current quarter and financial year ended 30 September 2008.

B6.
Sale of Unquoted Investments and/or Properties (continued)

The net gain on disposal of property, plant and equipment and investment property for the current financial year ended 30 September 2008 was RM0.248 million.

B7.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial year ended 30 September 2008.

B8.
Status of Corporate Proposal

i) Acquisitions of Uniphoenix Jaya Sdn Bhd (“Uniphoenix”) and Oaksvilla (“Oaksvilla”) Sdn Bhd by Fiamma and the rights issue of share with warrants
The shareholders of Fiamma, had amongst others at the Extraordinary General Meeting held on 23 September 2008, approved the following:

(a) Diversification of business of Fiamma Group into property development;

(b) Acquisition by Fiamma of the entire equity interest in Uniphoenix Jaya Sdn Bhd for a cash consideration of RM12,809,000;

(c) Acquisition by Fiamma of the entire equity interest in Oaksvilla Sdn Bhd for a cash consideration of RM3,774,000;
(d) renounceable two-call Rights Issue of up to 42,922,250 Rights Shares together with up to 57,229,666 Warrant at an issue price of RM1.00 per Rights Share, on the basis of three (3) Rights Shares together with four (4) Warrants for every six (6) existing Fiamma Shares held on an entitlement date to be determined and announced later, of which the first call of RM0.70 will be payable in cash on application and the second call of RM0.30 is to be capitalised from the Company’s retained profits account (“Right Issue of Shares with Warrants”); collectively referred to as “Proposals”.

The Proposals are inter-conditional upon each other. The approvals obtained earlier were as follows:
On 25 April 2008, Bank Negara Malaysia, had approved the issuance of the Warrants to non-resident shareholders of Fiamma.

On 26 May 2008, Securities Commission (“SC”) had approved the Proposals, the listing of and quotation for the Rights Shares, Warrants and the new Fiamma Shares to be issued pursuant to the exercise of the Warrants on the Main Board of Bursa Securities, pursuant to Section 212(5) of the Capital Markets and Services Act 2007, subject to the following conditions:

B8.
Status of Corporate Proposal (continued)

i) Acquisitions of Uniphoenix Jaya Sdn Bhd (“Uniphoenix”) and Oaksvilla (“Oaksvilla”) Sdn Bhd by Fiamma and the rights issue of share with warrants

(i) Fiamma to disclose the full details of Oaksvilla’s shareholders’ advances in the circular to shareholders;

(ii) Public Investment Bank Berhad (“PIVB”)/Fiamma to comply with the relevant requirements of the SC’s Policies and Guidelines on Issue/Offer of Securities, in relation to the implementation of the Proposals;

(iii) PIVB/Fiamma to obtain approval(s) from the Foreign Investment Committee (“FIC”)/ Equity Compliance Unit of the SC (“SC ECU”) for the relevant proposals under the FIC Guidelines; and

(iv) PIVB/Fiamma to inform the SC upon completion of the Proposals
In view that the Proposals are inter-conditional upon each other, the approval from SC ECU pursuant to the FIC Guidelines for the acquisitions of Uniphoenix and Oaksvilla has been received vide its letter dated 4 September 2008 which also informed Fiamma the following:

(a) Fiamma to notify the SC ECU upon the completion of the said acquisitions; and

(b) the Bumiputera equity condition imposed on Uniphoenix by the FIC vide its letter dated 29 July 2008 has been waived.
Bursa Securities had, vide its letter dated 17 October 2008 granted its approval-in-principle for the admission of the Warrants to the Official List of Bursa Securities and the listing of and quotation for the Rights Shares, Warrants and all new Shares to be issued pursuant to the exercise of the Warrants on the Main Board of Bursa Securities. The official quotation for the Warrants will commence after, amongst others, the receipt of confirmation from Bursa Malaysia Depository Sdn Bhd that the respective Central Depository System accounts of the entitled shareholders and/or renouncees/transferees (if applicable) have been duly credited, and notices of allotment have been despatched to them.

On 5 September 2008, PIVB had, on behalf of our Board, announced that the issue price of the Rights Shares has been fixed at RM1.00 per Rights Share and the exercise price of the Warrants has been fixed at RM1.00 per Share.

Subsequently, on 17 October 2008, PIVB had, on behalf of our Board, announced that the entitlement date has been fixed on 3 November 2008.

Listing date of the Rights Share and Warrants will be on 4 December 2008.
B8.
Status of Corporate Proposal (continued)

ii) Disposal of property located in Penang by Arif Industries Sdn Bhd

On 12 May 2008, Arif Industries Sdn Bhd (“Arif”), a 100% owned subsidiary of Fiamma entered into a conditional sale and purchase agreement with a third party for the disposal of industrial property located in Penang for a cash consideration of RM4,100,000. The disposal consideration was arrived at on a willing buyer-willing seller basis. The consent from the state authority was obtained on 10 September 2008. The transaction was completed on 9 October 2008.
iii) Disposal of property located in Negeri Sembilan by Itatech Sdn Bhd

On 5 November 2008, Itatech Sdn Bhd (“Itatech”), a 100% owned subsidiary of Fiamma, entered into a Sale and Purchase Agreement with a third party for the disposal of a parcel of its investment property comprising a piece of freehold land for a cash consideration of RM1,380,000. The disposal consideration was arrived at on a willing buyer-willing seller basis and a 10% deposit of RM138,000 has been received by Itatech. The Sale and Purchase Agreement is expected to be completed within three months from the date of the Sale and Purchase Agreement.

B9.
Group Borrowings and Debt Securities

The Group’s borrowings as at 30 September 2008 are as follows:


Unsecured
Secured
Total



RM’000
RM’000
RM’000

Long Term

Repayable after 12 months

Term loan
-
10,000
10,000

Hire purchase creditors
75
-
75

Total
75
10,000
10,075
=====
=====
=====

Short Term

Repayable within 12 months

Bankers’ acceptances
31,068
-
31,068

Foreign currency trade loan  
1,988
-
1,988

Trade receipts
3,611
-
3,611

Revolving credit
-
10,000
10,000

Bank overdraft
-
1,692  
1,692

Hire purchase creditors
325
-
325

Total
36,992
11,692
48,684
=====
=====
=====

B10.
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 18 November 2008, being the date not earlier than 7 days from the date of this announcement.

B11.
Changes in Material Litigation

On 8 September 2005, Fiamma announced that Elba S.p.A. (“ESpA”) filed a suit against Fiamma Sdn Bhd. (“FSB”), a 100% owned subsidiary of Fiamma pertaining to the usage of “ELBA” trademark, which is registered in the name of FSB. ESpA is seeking, inter alia:

a) a declaration that ESpA is the proprietor of the “ELBA” trademark (“ELBA mark”); an order to rectify the Register of Trade Marks by expunging Trade Mark Registration Nos. 86/02264 in Class 7, 86/02263 in Class 11, 95/13503 in Class 11, 96/003611 in Class 7 and 96/003612 in Class 11, all for the ELBA mark (collectively “the said Trade Mark Registrations”);
b) a declaration that the said Trade Mark Registrations are entries made without sufficient cause and/or are entries wrongfully remaining on the Register of Trade Marks; and

c) cost of proceedings.
The High Court of Malaya had on 1 October 2007 dismissed ESpA’s application for rectification of trade mark registrations belonging to FSB with costs.

FSB’s solicitors informed that ESpA had filed an appeal with the Court of Appeal on 29 October 2007 being Civil Appeal No. W-02-976-2007. ESpA has subsequently withdrawn its appeal. 

FSB had successfully defended the case and FSB remains as the lawful proprietor of the said Trade Mark Registrations.
B12.
Dividend

No interim dividend was declared for the current quarter and financial year ended 30 September 2008.

The Directors recommend a final dividend of 3% less 25% tax in respect of the year ended 30 September 2008 which is subject to the approval of the shareholders at the forthcoming Annual General Meeting. The proposed dividend has not been included in the financial statements.
B13.
Earnings per share 


Basic earnings per share

The basic earnings per share for the current quarter and the current financial year ended 30 September 2008 are calculated by dividing the Group’s net profit attributable to ordinary shareholders of RM5,800,000 and RM15,310,000 respectively, by the weighted average number of ordinary shares outstanding during the current quarter and financial year ended 30 September 2008 of 78,609,600.


Current
Financial


quarter ended
year ended


30 Sept 2008
30 Sept 2008

‘000
‘000


Issued ordinary shares net of treasury shares
78,610
78,610

Basic earning per share (sen)
7.38
19.48
B14.
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:-

	Type of transactions
	Cumulative value as at   01 July 2008
RM’000         
	Value provided during the quarter

RM’000
	Cumulative value as at 30 Sept 2008
RM’000



	Corporate guarantees to financial institutions for trade facilities granted to the non wholly-owned subsidiaries


	17,743
	2,630
	20,373


	Advances to the non wholly-owned subsidiaries
	1,197
	(179)
	1,018



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

This announcement is dated 25 November 2008.
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