Notes to the Interim Financial Statements



Fiamma Holdings Berhad (Company No: 88716-W)

(“Fiamma” or “the Company”)

Notes to the interim financial statements for the financial quarter ended 31 March 2011.

A.
Explanatory Notes as required by FRS 134

A1.
Accounting Policies

The interim financial statements have been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”) and FRS 134, Interim Financial Reporting. They do not include all of the information required for full annual financial statements, and should be read in conjunction with the unaudited consolidated financial statements of the Group as at and for the financial year ended 30 September 2010.

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 2010.

The interim financial statements have 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 2010, except for the adoption of the following new Financial Reporting Standard (“FRS”), Amendments to FRSs and IC Interpretations effective for the annual period beginning on or after 1 January 2010, 1 March 2010 and 1 July 2010 as disclosed below:
FRS 7, Financial Instruments: Disclosures

Prior to the adoption of FRS 7, the disclosures for financial instruments were based on the requirements of the original FRS 132, Financial Instruments: Disclosure and Presentation. With the adoption of FRS 7, financial assets and financial liabilities are disclosed in the statement of financial position based on their respective classification. Additional disclosure regarding the nature and extent of risks from financial instruments to which the entity is exposed and how the entity manages those risks are required in the year end financial statements.
FRS 101, Presentation of Financial Statements (revised)
The Group has applied revised FRS 101 as of 1 October 2010. As a result, the Group presents all non-owner changes in equity in the consolidated statement of comprehensive income.

Comparative information has been re-presented so that it is in conformity with the revised standard. Since the change only affects presentation aspects, there is no impact on the earnings per ordinary share.

A1.
Accounting Policies (continued)

The following comparative figures have been restated following the adoption of the revised FRS 101:


                             30 September 2010 


As restated
As previously



stated


RM’000
RM’000

Reserves and retained earnings

70,282
70,269
Non-controlling interest

8,139   
8,152

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

Amendment to FRS 117, Leases

Prior to the adoption of Amendment to FRS 117, the Group had classified leasehold land that has an indefinite economic life and whose title is not expected to pass to the lessee by the end of the lease term as an operating lease. The payment made on entering into or acquiring a leasehold land is accounted for as prepaid lease payment that is amortised over the lease term in accordance with the pattern of benefits provided.
On the adoption of Amendment to FRS 117, lease of a leasehold land which is in substance a financial lease has been reclassified to property, plant and equipment. The following comparative figures have been restated following the adoption of the amendment to FRS 117:


                             30 September 2010 

As restated
As previously



stated


RM’000
RM’000

Property, plant and equipment

46,082
31,216

Prepaid lease payments

-   
14,866


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

This reclassification does not affect the basic and diluted earnings per ordinary share for the current and prior periods.

FRS 139: Financial Instruments – Recognition and Measurement
Prior to the adoption of FRS 139, financial derivatives are recognised on their settlement dates. Outstanding derivatives at the balance sheet date were not recognised. With the adoption of FRS 139, all financial assets and financial liabilities, including derivatives, are recognised at contract dates when, and only when, the company or any subsidiary company becomes a party to the contractual provision of the instruments.

In accordance with FRS 139, the recognition, derecognition, measurement and hedge accounting requirements are applied prospectively from 1 October 2010.

A1.
Accounting Policies (continued)
Derivatives

Prior to the adoption of FRS 139, derivative contracts were recognised in the financial statements on settlement date. With the adoption of FRS 139, derivative contracts are now categorised as fair value through profit or loss and measured at their fair values with the gain or loss recognised in the profit or loss.
IC Interpretation 10, Interim Financial Reporting and Impairment

IC Interpretation 10 prohibits the reversal of an impairment loss that has been recognised in an interim period during a financial year in respect of goodwill, an investment in an equity instrument or a financial asset carried at cost. In accordance with the transitional provisions, the Group will apply IC Interpretation 10 prospectively from the date the Group first applied the measurement criteria of FRS 136, Impairment of Assets and FRS 139 respectively.  The adoption of IC Interpretation 10 does not have any impact to the financial statements of the Group as no reversal of such impairment loss has been made in the current or previous periods.
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 2010 were not subject to any qualification and did not include any adverse comments made under Section 174 (3) 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 March 2011.

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 financial year ended 30 September 2010.

A6.
Debt and Equity Securities

As at 31 March 2011, 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.

There were no issuance, cancellation, resale and repayments of debt and equity securities for the current quarter and current financial period ended 31 March 2011.

A7.
Dividend Paid

No dividend was paid during the current quarter. 
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A8.
Segment Information
The Group’s financial information analysed by operating segments is as follows:



Investment 



Holding & 



Property
Property
Trading &





Investment
Development
Services
Elimination
Total
RM’000
RM’000
RM’000
RM’000
RM’000


For the period ended 31 March 2011
Operating Segments


External revenue
281
1,504
101,763  
-   
103,548

Inter-segment revenue
    1,462
-   
8,401
(9,863)
-   



_______
______________________________
_______
________

Total revenue
1,743
1,504
110,164    
(9,863)
103,548



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



Segment results
(25)
111
19,091
-   
19,177

Finance costs
(1)
-  
(835)
-   
(836)



_______
______________________________
_______
________


(Loss)/profit before taxation
(26)
111
18,256
-   
18,341





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



For the period ended 31 March 2010
Operating Segments


External revenue
361
1,667
93,915   
-   
95,943


Inter-segment revenue
    6,725
-   
22,028
(28,753)
-   




_______
______________________________
_______
________

Total revenue
7,086
1,667
115,943    
(28,753)
95,943




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



Segment results
94
(87)
15,527
-   
15,534


Finance costs
(1)
(799)
(655)
-   
(1,455)



_______
______________________________
_______
________


Profit/(loss) before taxation
93
(886)
14,872
-   
14,079





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




As at 31 March 2011
Assets

Operating assets
159,168
88,174
161,802  
(133,184)   
275,960

Tax assets




305







________

Total assets




276,265







=======


As at 31 March 2010
Assets


Operating assets
156,121
86,066
148,208    
(124,108)   
266,287


Tax assets




302








________

Total assets




266,589








=======


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 end of the Financial Period
There were no material events as at 17 May 2011, 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 1 December 2010, Fiamma Sdn Bhd (“FSB”), a wholly-owned subsidiary of Fiamma disposed 200,000 ordinary shares of RM1 each, representing the entire issued and paid-up share capital of Haustern Sdn Bhd (“HSB”)(formerly known as Arif Industries Sdn Bhd) to Fiamma Trading Sdn Bhd (“FTSB”), a 70% owned subsidiary for a total cash consideration of RM201,184. Subsequent to the disposal, the effective shareholding of Fiamma in HSB has been reduced 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 17 May 2011, including business combination, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations.

A12.
Contingent Liabilities


Contingent liabilities of the Group are as follows:


 17 May 2011
30 Sept 2010

RM’000
RM’000

Guarantees to financial institutions for

  facilities granted to subsidiary companies
117,433
109,112

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

B.
Explanatory notes 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 March 2011
31 March 2010

RM’000
RM’000

Revenue
103,548
95,943
Profit before taxation
18,341
14,079

The Group recorded a higher revenue of RM103.548 million for the current financial period ended 31 March 2011 as compared to RM95.943 million achieved in the preceding period ended 31 March 2010. The increase in the Group revenue was mainly due to improved performance of the trading and services segment arising from increase in demand for the Group’s products and increase in product range. The Group recorded a higher profit before taxation of RM18.341 million for the current financial period ended 31 March 2011 as compared to RM14.079 million in the preceding year corresponding period ended 31 March 2010. The increase in the profit before taxation was mainly attributable to increase in revenue.

B2.
Comparison with Preceding Quarter’s Results


Current
Preceding


quarter ended
quarter ended


31 March 2011
31 Dec 2010

RM’000
RM’000

Revenue
49,236
54,312

Profit before taxation
8,280
10,061

The Group recorded a lower revenue of RM49.236 million for the current quarter ended 31 March 2011 compared to RM54.312 million achieved in the preceding quarter ended 31 December 2010. Consequently, in line with the decrease in revenue, the Group recorded a lower profit before taxation of RM8.280 million for the current quarter compared to RM10.061 million recorded in the preceding quarter ended 31 December 2010.

B3.
Prospects
The Group will continue to enhance its customer and product base and raise the awareness of the Group’s products through aggressive advertising and promotional activities for the trading and services division. The Group’s property development activities in Kota Tinggi, Johor is on-going. The two vacant pieces of land that are strategically located in the vicinity of Jalan Tuanku Abdul Rahman and Jalan Yap Kwan Seng in Kuala Lumpur City Centre and which are intended for commercial development, are expected to have good development potentials for high end commercial properties. Development orders have been obtained for the said properties. Construction of the property in Jalan Tuanku Abdul Rahman is expected to commence in the fourth quarter of 2011. 
B4.
Profit Forecast or Profit Guarantee

Not applicable.
B5.
Taxation
Taxation comprises the following:

Current
Financial


quarter ended
period ended


31 March 2011
31 March 2011


RM’000
RM’000

Current year tax expense
2,017
4,502
Deferred tax expense
36
69







2,053
4,571
Prior year tax expense
(1)
15







2,052
4,586

RM’000
RM’000
Profit before taxation
8,280
18,341
Tax at the statutory income tax rates
2,070
4,585
Other tax effects
(17)
(14)


Tax expense
2,053
4,571
Prior year tax expense
  (1) 
15
Tax expense
2,052
4,586
B6.
Sale of Unquoted Investments and/or Properties

The gain on disposal of property, plant and equipment for the financial period ended 31 March 2011 was RM30,000.

B7.
Investment in Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter and financial period ended 31 March 2011.

B8.
Status of Corporate Proposal

On 11 May 2011, Active Edge Sdn Bhd (“AESB”), a 100% owned subsidiary of Fiamma, entered into a Sale and Purchase Agreement (“SPA”) with a third party for the disposal of its investment property comprising a piece of freehold land and building for a cash consideration of RM3,000,000. The disposal consideration was arrived at on a willing buyer-willing seller basis and 10% deposit amounting to RM300,000 has been received by the company. The transaction is expected to be completed within three months from the date of the SPA.  

B9.
Group Borrowings and Debt Securities

The Group’s borrowings as at 31 March 2011 are as follows:


Secured
Unsecured
Total



RM’000
RM’000
RM’000

Current
Repayable within 12 months

Bills payable
-
16,806
16,806
Revolving credit
8,000
-
8,000

Total
8,000
16,806
24,806
=====
=====
=====

B10.
Derivatives
There is no foreign currency forward contract as at 31 March 2011.

B11.
Changes in Material Litigation

There was no impending material litigation as at 17 May 2011, being the date not earlier than 7 days from the date of this announcement, other than as disclosed in the most recent audited financial statements for the financial year ended 30 September 2010.
B12.
Dividend

No interim dividend was declared for the current quarter and financial period ended 31 March 2011.
B13.
Earnings per share 


Basic earnings per share

The basic earnings per share for the current quarter and financial period ended 31 March 2011 is calculated by dividing the Group’s net profit attributable to ordinary shareholders of RM5.772 million and RM12.665 million, by the weighted average number of ordinary shares outstanding during the current quarter and financial period ended 31 March 2011 of 117,914,000.


Current
Financial


quarter ended
period ended


31 March 2011
31 March 2011


‘000
‘000


Issued ordinary shares net of treasury shares 


   at beginning and end of the period
117,914
117,914

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

Basic earning per share (sen)
4.89
10.74

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

Diluted earnings per share

The effect is anti-dilutive.
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 January

2011

RM’000         
	Value provided during the quarter

RM’000
	Cumulative value as at 

31 March 2011
RM’000

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


	20,375
	2,000
	22,375

	Advances to non wholly-owned subsidiaries

	396
	(3)
	393


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

B15.
Realised and unrealised profits 


Current
Financial


quarter ended
period ended


31 March 2011
31 March 2011


RM’000
RM’000

Total retained profits

- Realised profits
6,080
115,223
- Unrealised profits/(losses)
(36)
(150)








6,044
115,073

Less: Consolidation adjustments
(247)
(35,577)







Total retained profits as per condensed 

   consolidated statement of changes in equity
5,797
79,496

No comparative figure is required in the first year of complying with the realised and unrealised disclosure.
This announcement is dated 24 May 2011.
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