FURNIWEB INDUSTRIAL PRODUCTS BERHAD

(Company No: 541706-V)
                                                                                                                                              

Notes on the quarterly report – 30th June 2004


PART A: EXPLANATORY NOTES AS PER MASB 26

A1.
Basis of preparation of interim financial reports

These interim financial statements are prepared in accordance with the Malaysian Accounting Standards Board (MASB) Standard No.26 “Interim Financial Reporting” and paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirements and should be read in conjunction with the company’s annual financial statements for the year ended 31st December 2003. 

The accounting policies and presentation adopted by the company are consistent with the last audited financial statements and those adopted by other companies within the group.

A2.
Audit report

There were no audit qualifications on the annual financial statements for the year ended 31st December 2003.

A3.
Seasonal and cyclical factors 

The group’s results were not materially affected by any major seasonal or cyclical factors.
A4.
Unusual and extraordinary items 

There were no exceptional and/or extraordinary items affecting assets, liabilities, equity, net income or cash during the current quarter and financial year-to-date under review.

A5.
Material changes in estimates

There were no material changes in estimates of amount reported during the quarter and financial year-to-date under review.

A6.
Debts and Equity Securities


There was no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the current financial quarter.


A7.
Dividends

A first and final tax exempt dividend of 1.5 sen per share for the financial year ended 31 December 2003 was approved in Annual General Meeting on 28 June 2004 and subsequently paid on 28 July 2004.

A8
Segment information 

	
	6 months ended   

30th June 2004



	
	Revenue
	
	Profit before tax

	
	RM ‘000


	
	RM ‘000

	Malaysian Operations


	22,832
	
	4,220

	Vietnam Operations
	11,128
	
	1,764

	Total
	33,960
	
	5,984


A9.
Material events subsequent to the balance sheet date    

(i)
A bonus issue of 10,000,000 shares on the basis of 1 new share for every 8 existing shares held and Employee Share Option Scheme comprising 9,000,000 shares have been approved in the Extra ordinary General Meeting on 28 June 2004 and the Securities Exchange has approved in-principle for the listing and quotation of these shares via letter dated 27 July 2004.

(ii)
On 6 July 2004, Furniweb Manufacturing (Vietnam)Co., Ltd (FMV), a wholly owned subsidiary of Furniweb Industrial Products Bhd entered into a Joint Venture Agreement with Ningbo Yong Ao Metal Products Co. Ltd, Shann Accessories Pty Ltd and Eastern Imports Pty Ltd to set up and participate as shareholders of a joint venture company to be known as Furnitech Components (Vietnam) Co. Ltd to manufacture metal component for sofa and furniture industry The paid up capital is USD1.9 million and FMV contribution to the capital is 1.14 million representing sixty percent (60%) of the shareholding.

A10.   Changes in composition of the group

There were no changes in the composition of the group.

A11.    Contingent liabilities
There were no changes in the contingent liabilities for the group as at the date of this announcement.

A12.
Capital commitments 

On 27 May 2004, First Elastic Corporation (M) Sdn Bhd a wholly subsidiary of Furniweb Industrial Products Berhad signed a Sale and Purchase Agreement for the purchase of a 2 acre land for RM2,526,480 based on RM29 per sq ft. This amount is subject to further adjustment upon confirmation by an approved land surveyor report agreed between the purchaser and the vendor on the land area. A ten percent (10%) of deposit of RM252,648 have been paid upon signing of the Sale and Purchase Agreement.

There were no other material capital commitments for the group as at the date of this announcement other than the above and note disclosed in A9(ii) and B7. 

A13.
Significant related party transactions

There were no significant related party transactions entered into in the quarter and financial year-to-date under review other than previously disclosed in the Prospectus.
A14. Revaluation of Property, Plant & Equipment

Valuation of properties has been brought forward without amendment from the previous annual statement for the year ended 31 December 2003.

PART B: 
ADDITIONAL INFORMATION REQUIRED BY THE KUALA LUMPUR STOCK EXCHANGE LISTING REQUIREMENTS

B1.
Review of performance 

The group recorded revenue and profit before tax of RM33.96 million and RM5.98 million, out of which Malaysia and Vietnam operations contributed to 67% and 33% respectively for the period ended 30 June 2004. 

B2.
Variation of results against preceding quarter 

Revenue increased by RM3.02 million (19.6%) from RM15.47 million to RM18.49 million compared to preceding quarter. Profit after tax for the quarter ended 30 June 2004 increased by 24.8% to RM2.54 Million as compared to RM2.04 million for the quarter ended 31 March 2004. The increased in profit after tax in the quarter under review is mainly due to the increased in sales of furniture webbing, seat belt and rubber strips. 

B3.
Current year prospects 
It is anticipated that turnover for the second half of the year to be much higher than the corresponding period in the previous year.

However, margin would be affected by the increase in raw material costs resulting from the rise in oil prices. 

Notwithstanding the above, we expect profits for the year to be maintainable as in the previous full year.

B4.
Taxation 

	


	3 months ended
	Year-to-date ended

	
	30.06.2004

RM’000
	30.06.2004

RM’000

	In respect of the current period:
	
	

	Income Tax
	691
	1,054

	
	
	

	In respect of prior year:
	
	

	Income Tax
	-
	-

	
	691
	1,054


The effective tax rate for the quarter under review was 20%, which was lower than the statutory income tax rate of 28% as the Group is enjoying certain tax incentives and its overseas subsidiary companies’ income are tax exempt.
B5.
Unquoted investments and/or properties 

The group has not made any investments in any unquoted investments and/or properties other than disclosed in the note A9(ii) and A12 during the current quarter and financial year-to-date under review.

B6.
Quoted and marketable investments 

There was no changes in the quoted and marketable investments for the financial quarter under review.

B7. 
Status of corporate proposal.  

a)
The status of utilisation of the proceeds raised from the Rights and Public Issue pursuant to the listing of the Company in the Second Board of the Kuala Lumpur Stock Exchange (“KLSE”) amounting to RM 15,475,518 is as follows:

	
	As approved by the Securities Commission & KLSE

RM’000


	
	Utilised as at the date of report

RM’000

	Factory Expansion


	3,500
	
	-

	Purchase of Machinery
	3,000
	
	334



	Working Capital
	7,175


	
	7,175

	Estimated listing expenses
	1,800
	
	1,615



	
	15,475
	
	9,124




B8.
Group borrowings 

The group’s borrowings as at the end of the reporting quarter are as follows:

	
	RM ‘000

	Short term borrowings:


	7,876

	Long term borrowings:


	3,916

	Total
	11,792


The bank borrowings are secured by way of a debenture on the fixed and floating assets and corporate guarantees of subsidiary companies. 

B9.
Off balance sheet financial instrument 

There was no off balance sheet financial instruments as at the date of this report.

B10.
Changes in material litigation 

Neither Furniweb Industrial Products Berhad nor any of its subsidiaries is engaged in any litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of company or any of its subsidiaries and the Board does not know of any proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which might materially and adversely affect the position or business of company or any of its subsidiaries. 

B11.
Net earnings per share 

	










	3 months ended

30.6.2004                                 
	Year-to-date ended

30.6.2004                                 

	Basic earnings per share
	
	

	Net profit attribute to shareholders (RM’000)
	2,542
	4,579

	Weighted average number of shares (‘000)
	80,000
	80,000

	Basic earnings per share (sen)


	3.18
	5.72

	Diluted earnings per share


	
	

	Weighted average number of shares (‘000)
	80,000
	80,000

	Fully diluted earnings per share (sen)
	3.18
	5.72
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