FURNIWEB INDUSTRIAL PRODUCTS BERHAD

(Company No: 541706-V)
                                                                                                                                              

Notes on the quarterly report – 31st March 2005


PART A: EXPLANATORY NOTES AS PER FRS 134
A1.
Basis of preparation of interim financial reports

These interim financial statements are prepared in accordance with the FRS 134 “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 2004. 

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 2004.

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 paid
	
	
	Quarter ended

31st March
	Cumulative period ended   

31st March


	
	
	2005
	
	2004
	2005
	
	2004


	
	
	RM ‘000
	
	RM ‘000
	RM ‘000

	
	RM ‘000

	Ordinary dividend paid
	-
	
	-
	-
	
	-

	
	
	
	
	

	
	
	
	
	
	


There was no dividend paid during the quarter and financial year-to-date under review.

A8
Segment information 

	
	Revenue 

Quarter ended   

31st March 
	Profit before tax 

Quarter ended

31st March 



	
	2005
	
	2004
	2005
	
	2004

	
	RM ‘000


	
	RM ‘000
	RM ‘000


	
	RM ‘000

	Malaysian Operations

	10,449
	
	10,417
	1,090
	
	1,601

	Vietnam Operations
	6,630
	
	5,050
	751
	
	914

	Total
	17,079

	
	15,467

	1,841

	
	2,515





A9.
Material events subsequent to the balance sheet date    

On 6 May 2005, Alliance Merchant Bank Berhad, on behalf of the Board of Directors of the Company, announced that the Company proposed to seek the authority from shareholders to purchase its own ordinary shares representing up to ten percent (10%) of the issued and paid-up share capital of the Company at the forthcoming EGM.
There were no material events occurred subsequent to the balance sheet date other than the note disclosed in A12.

A10.   Changes in composition of the group

On 6 July 2004, Furniweb Manufacturing (Vietnam)Co., Ltd (FMV), a wholly owned subsidiary of the Company 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 (Furnitech) to manufacture metal component for sofa and furniture industry. FMV has contributed USD1.14 million representing sixty percent (60%) of the equity.
Other than this, there were no changes in the composition of the group.

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

A12.
Capital commitments 

(i) 
(i)
On 25 August 2004, Furnitech, a 60% owned subsidiary signed a Construction Contract with Viet-Namfatt Company Limited in Vietnam for construction of office and factory building  amounting to USD257,352.
(ii) On 10 September 2004, Furnitech has entered into a Land Sub Leasing Contract with Urban and Industrial Zone Development Company to sublease a land area of 22,500m2 for 44 years with lease rental as follows:
a. first five (5) years is USD34,650 per year; and
b. subsequent years USD29,250 per year subject to adjustment.
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 B7. 

A13.
Significant related party transactions

	
	
	Quarter ended

31st March
	Cumulative period ended   

31st March



	
	
	2005
	
	2004
	2005
	
	2004


	
	
	RM ‘000
	
	RM ‘000
	RM ‘000

	
	RM ‘000

	(i)
	Rental paid
	45
	
	45
	45
	
	45

	(ii)
	Sales of machineries
	-
	
	171
	-
	
	171



	(iii)
	Sales of Finished Goods
	-
	
	-
	-
	
	-

	(iv)


	Purchase
	-
	
	-
	-
	
	-

	(v)
	Dividend received / receivable
	149
	
	354
	149
	
	354


Note :

(i) Rental paid to a company in which a director of a subsidiary has an interest.

(ii) to (v) Transaction with a jointly controlled entity.

There were no other significant related party transactions entered into in the quarter and financial year-to-date under review other than as disclosed above.
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 2004.

PART B: 
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

B1.
Review of performance 

The group revenue for the quarter and the period has increased by 10.4% as compared to the corresponding period in the previous year. However, profit before tax for the quarter and the period decreased by 27.0%. The lower margin is mainly due to the increased in cost of raw material and transportation.
B2.
Variation of results against preceding quarter 

For the quarter under review, the Group revenue increased by 0.2% from RM17.05 million in the preceding quarter to RM17.08 million. However, profit before tax decreased by 7.5% from RM1.99 million in the preceding quarter to RM1.84 million. Again, this is also mainly due to the reason in Note B1.
B3.
Current year prospects 
We expect a better performance in the remaining period of the year resulting from improvement in turnover and margin.
B4.
Taxation 

	


	Quarter ended

31st March
	Cumulative period ended   

31st March


	
	2005
RM’000
	2004
RM’000
	2005
RM’000
	2004
RM’000

	Income Tax 
	
	
	
	

	In respect of the current period:
	309
	363
	309
	363

	In respect of prior year:
	-
	-
	-
	-

	Deferred Tax
	-
	-
	-
	-

	
	309
	363
	309
	363












      
The effective tax rate for the quarter under review was 16.8%, which is lower than the statutory income tax rate of 28% as the Group is enjoying tax incentives such as reinvestment allowance and double deductions. Also certain overseas subsidiary companies are tax exempted and at lower corporation tax rate.


B5.
Unquoted investments and/or properties 

On 27 May 2004, the Group acquired a piece of land area of 1.9717 acres for purchase consideration of RM2,490,730 in H.S (M) 1594, P.T. No. 2374 in the area of Kampung Bahru Balakong, Mukim Cheras, District of Ulu Langat State of Selangor for expansion of its operation in Malaysia. The construction of the factory is expected to commence in the second half of year 2005.
The group has not made any investments in any unquoted investments and/or properties other than disclosed in the note A10 and A12 during the current quarter and financial year-to-date under review.

B6.
Quoted and marketable investments 

	
	As at

31st March 2005
	
	As at 

31st December 2004

	
	RM’000
	
	RM’000

	Quoted shares in Malaysia – at cost
	148
	
	148

	Less : Allowance for diminution in value
	(98)
	
	(98)

	
	50
	
	50

	
	
	
	

	Market value
	62
	
	50


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 Bursa Malaysia Securities Berhad (“BMSB”) amounting to RM 15,475,518 is as follows:

	
	As approved by the Securities Commission & BMSB

RM’000


	
	Revised utilization of proceeds

RM’000
	
	Utilised as at the date of report

RM’000

	Factory Expansion


	3,500
	
	3,500
	
	2,575

	Purchase of Machinery
	3,000
	
	3,000
	
	1,955


	
	
	
	
	
	

	Working Capital
	7,175


	
	7,360
	
	7,360

	Estimated listing expenses
	1,800
	
	1,615
	
	1,615



	
	15,475
	
	15,475
	
	13,505


The excess estimated listing expenses of RM185,000 over actual listing expenses will now be used as working capital.

B8.
Group borrowings 

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

	
	As at

31st March  2005
	
	As at

31st December 2004

	
	RM ‘000
	
	RM ‘000

	Short term borrowings:


	8,500
	
	8,352


	Long term borrowings:


	7,374
	
	2,594

	Total
	15,874

	
	10,946


	Borrowing original denominated in following currencies :


	
	
	

	In Ringgit Malaysia
	8,723
	
	3,485

	In US Dollars
	1,837
	
	2,003

	In Vietnam VND 
	5,314
	
	5,458

	
	15,874
	
	10,946


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

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 

There is no material litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the Company or any of its subsidiaries. 

B11.
Net earnings per share 

	







	Quarter ended

31st March

	Cumulative period ended   

31st March


	
	2005

RM’000
	2004

RM’000
	2005

RM’000
	2004

RM’000

	Basic earnings per share


	
	
	
	

	Net profit attributable to shareholders (RM’000)
	1,393
	2,037
	1,393
	2,037

	Weighted average number of shares (‘000)
	90,000
	80,000

	90,000
	80,000


	Basic earnings per share (sen)


	1.55
	2.55

	1.55
	2.55


	Diluted earnings per share


	
	
	
	

	Weighted average number of shares (‘000)
	95,688
	80,000
	95,688
	80,000

	Fully diluted earnings per share (sen)
	1.46
	2.55

	1.46
	2.55




B12.
Dividends

The Directors recommended final dividends of 5.2% (2.6 sen per share) tax exempt totaling RM2,340,000 and 1.1% (0.55 sen per share) less tax totaling RM360,000 in respect of the financial year ended 31 December 2004 and subject to approval by shareholders at the forthcoming Annual General Meeting are as follows:
	
	As at

31st March  2005
	
	As at

31st December  2004

	
	RM ‘000
	
	RM ‘000

	Final Dividend :
	
	
	

	a) 2.6 sen tax exempt
	-
	
	2,340

	b) 0.55 sen less tax
	-
	
	360

	Total
	-
	
	2,700


�Any dvelopment progrees neeed to inform?
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