Notes to the Interim Financial Report




Fiamma Holdings Berhad (Company No: 88716-W)

A.
Notes to the interim financial report for the financial period ended 31 December 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 2008.

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 2008.

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 2008.

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 2008 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 period ended 31 December 2008.

A5.
Material Changes in Estimates of Amounts Reported 

There were no material changes in estimates used in reporting the current period as compared to the financial statement of the Group for the period ended 31 December 2008.
A6.
Debt and Equity Securities

The Rights Issue of Shares with Warrants were completed on 9 December 2008, upon the listing of and quotation for the 39,304,800 new ordinary shares on the Main Board of Bursa Securities, and the admission to the Official List and the listing of and quotation for the 52,406,400 warrants on the Main Board of Bursa Malaysia on even-date. 

As at 31 December 2008, total number of treasury shares was 7,234,900, representing 5.8% 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


Financial
Financial
period ended
period ended


31 Dec 2008
31 Dec 2007


RM’000
RM’000

Ordinary


Interim dividend
Nil
Nil

A8.
Segment Information
The Group’s financial information analysed by business segment is as follows:


Investment 



Holding, Property



Investment & 





Development

Trading
Eliminations
Group


RM’000

RM’000
RM’000
RM’000

Business Segments

External revenue
496

39,451
-   
39,947
Inter-segment revenue
494

-   
(494)
-   


_______

_______
_______
_______

Total revenue
990

39,451
(494)
39,937

======

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

Segment results
861

4,372
-   
5,233
Finance costs
(354)

(478)
-   
(832)


_______

_______
_______
_______

Profit before taxation
507

3,894
-   
4,401
Taxation
175

(938)
-   
(763)


_______

_______
_______
_______

Profit for the financial 
   period
682
        2,956

3,638

======



                      RM’000

Attributable to:

Ordinary equity holders of the parent



3,439
Minority interest



199




_______

Profit for the financial period



3,638

======

A9.
Property, Plant and Equipment

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

A10.
Events Subsequent to the Balance Sheet Date

There were no material events as at 19 February 2009, 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.

A11.
Changes in Composition of the Group

On 9 December 2008, Fiamma completed the acquisitions of Uniphoenix Jaya Sdn Bhd (“Uniphoenix”) and Oaksvilla Sdn Bhd (“Oaksvilla”) for a cash consideration of RM12.809 million and RM3.774 million respectively. Subsequent to the acquisitions, Uniphoenix and Oaksvilla became wholly-owned subsidiaries of Fiamma.

Except for the above, there were no changes in the composition of the Group for the current quarter and the period up to 19 February 2009, 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:


 19 Feb 2009
30 Sept 2008

RM’000
RM’000

Guarantees to financial institutions for

  facilities granted to subsidiary companies
101,964
101,922

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


period ended
period ended


31 Dec 2008
31 Dec 2007

RM’000
RM’000

Revenue
39,947
35,957
Profit before taxation
4,401
4,301



The Group recorded a higher revenue of RM39.947 million for the current financial period ended 31 December 2008 as compared to RM35.957 million achieved in the preceding period ended 31 December 2007. The increase in the Group revenue was mainly due to improved performance of the trading subsidiaries.
The Group recorded a profit before taxation of RM4.401 million comprising trading profit of RM3.301 million and RM1.100 million arising from gain on disposal of an investment property. The lower trading profit of RM3.301 million as compared to RM4.301 million recorded in the preceding year corresponding period ended 31 December 2007 was mainly attributable to lower gross profit, higher operating expenses and finance cost incurred for land held for development.
B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


31 Dec 2008
30 Sept 2008

RM’000
RM’000

Revenue
39,947
47,787
Profit before taxation
4,401
7,810
The Group recorded a lower revenue of RM39.947 million for the current quarter ended 31 December 2008 as compared to RM47.787 million achieved in the preceding quarter ended 30 September 2008.  

The Group recorded a lower profit before taxation of RM4.401 million for the current quarter as compared to a profit before taxation of RM7.810 million in the preceding quarter ended 30 September 2008. The profit before taxation of RM7.810 million in the previous quarter comprises trading profit of RM4.770 million and RM3.040 million attributable to increase in the fair value of investment property. Trading profit was lower for the current quarter compared to previous quarter as a result of lower revenue.
B3.
Prospects

The Group expects to face challenges from the current global economic uncertainties. Nevertheless, the Group shall continue to step up efforts to improve its revenue contributions from its existing businesses and closely monitor and manage its operating expenses, inventory and receivables.

B4.
Profit Forecast or Profit Guarantee

Not applicable.
B5.
Taxation
Taxation comprises the following:


Financial



period ended



31 Dec 2008


RM’000

Current year tax expense

952
Deferred tax expense

(182)








770
Prior year tax expense

(7)









763


RM’000
Profit before taxation

4,401
Tax at the statutory income tax rates

1,100
Other tax effects

(330)


Tax expense

770
Prior year tax expense
   
(7)

Tax expense

763
B6.
Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investment during the current quarter and financial period ended 31 December 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 period ended 31 December 2008 was RM1.086 million.

B7.
Investment in Quoted Securities

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

(c) Acquisition by Fiamma of the entire equity interest in Oaksvilla Sdn Bhd for a cash consideration of RM3.774 million; and
(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 above Proposals were completed on 9 December 2008 with the listing of the Rights Shares and Warrants on Bursa Securities.
B8.
Status of Corporate Proposal (continued)

ii) 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 for the financial period ended 31 December 2008. The transaction was completed on 2 February 2009.

On 3 February 2009, Itatech entered into a Sale and Purchase Agreement with a third party for the disposal of another parcel of its investment property comprising a piece of freehold land for a cash consideration of RM2,673,249. The disposal consideration was arrived at on a willing buyer-willing seller basis and a 10% deposit of RM267,324.90 has been received by Itatech. The transaction 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 31 December 2008 are as follows:


Unsecured
Secured
Total



RM’000
RM’000
RM’000

Long Term

Repayable after 12 months

Term loan
-
11,171
11,171
Hire purchase creditors
31
-
31
Total
31
11,171
11,202
=====
=====
=====

Short Term

Repayable within 12 months

Bills payable
29,190
-
29,190
Term loan
-
1,446
1,446

Bank overdraft
-
2,134
2,134

Revolving credit
-
10,000
10,000

Hire purchase creditors
199
-
199
Total
29,389
13,580
42,969
=====
=====
=====

B10.
Off Balance Sheet Financial Instruments

During the financial period 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 19 February 2009, being the date not earlier than 7 days from the date of this announcement.

B11.
Changes in Material Litigation

There was no impending material litigation as at 19 February 2009, being the date not earlier than 7 days from the date of this announcement.

B12.
Dividend

No interim dividend was declared for the current quarter and financial period ended 31 December 2008.

B13.
Earnings per share 


Basic earnings per share

The basic earnings per share for the current quarter and the current financial period ended 31 December 2008 are calculated by dividing the Group’s net profit attributable to ordinary shareholders of RM3.439 million, by the weighted average number of ordinary shares outstanding during the current quarter and financial period ended 31 December 2008 of 88,953,000.



Financial



period ended



31 Dec 2008


‘000


Issued ordinary shares net of treasury shares 


   at beginning of the period

78,610

Effect of Rights Issue

10,343





88,953




Basic earnings per share (sen)

3.87
Diluted earnings per share

The diluted earnings per share figures are not shown as the conversion price of warrants is higher than the Company’s share price at the balance sheet date.

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 Oct 2008
RM’000         
	Value provided during the quarter

RM’000
	Cumulative value as at 31 Dec 2008
RM’000



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


	20,373
	-
	20,373


	Advances to non wholly-owned subsidiaries
	1,018
	(404)
	614



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

This announcement is dated 26 February 2009.
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