FURNIWEB INDUSTRIAL PRODUCTS BERHAD

(Company No: 541706-V)
                                                                                                                                              

Notes on the quarterly report – 30th September 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

30th September
	Cumulative period ended   

30th September


	
	
	2005
	
	2004
	2005
	
	2004



	
	
	RM ‘000
	
	RM ‘000
	RM ‘000
	
	RM ‘000

	Ordinary dividend paid
	2,696
	
	1,200
	2,696
	
	1,200


On 28 July 2005, the Company paid a first and final dividend of 2.6 sen per share tax exempt and 0.55 sen per share less tax for the financial year ended 31 December 2004. 

Other than as disclosed, there was no dividend paid during the quarter and financial year-to-date under review.

A8
Segment information 

	
	Revenue 

9 month ended   

30th September 
	Profit before tax 

9 month ended

30th September 



	
	2005
	
	2004
	2005
	
	2004

	
	RM ‘000


	
	RM ‘000
	RM ‘000


	
	RM ‘000

	Malaysian Operations
	33,736
	
	35,020
	2,915
	
	6,390

	Vietnam Operations
	23,141
	
	17,863
	3,048
	
	2,280

	Total
	56,877
	
	52,883
	5,963
	
	8,670


A9.
Material events subsequent to the balance sheet date    

On 19 and 20 October 2005, Furniweb-VOA Safety Webbing Sdn Bhd, a 60% owned subsidiary of the wholly owned subsidiary, Furniweb Manufacturing Sdn Bhd, committed to acquire machineries amounting to RM3.1 million.

The machineries will be partially using internal funds and partially financed by a financial institution.
Other than above, there were no material events occurring subsequent to the balance sheet date.

A10.   Changes in composition of the group

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) On 25 August 2004, Furnitech Components (Vietnam) Co Ltd (“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. As at 30 September 2005, we have paid USD218,892.

In addition, Furnitech has committed to incur USD643,000 on fixtures, fittings and electrical installation of which USD378,000 has been paid. 

(ii) On 23 June 2005, Premier Elastic Webbing & Accessories (Vietnam) Co Ltd signed a Construction Contract Agreement to build an extension of the factory amounting to USD213,361. As at 30 September 2005, we have paid USD63,710 and it is expected to be completed by November 2005.

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

A13.
Significant related party transactions

	
	
	Quarter ended

30th September
	Cumulative period ended   

30th September

	
	
	2005
	
	2004
	2005
	
	2004

	
	
	RM ‘000
	
	RM ‘000
	RM ‘000
	
	RM ‘000

	(i)
	Rental paid
	45
	
	45
	135
	
	135

	(ii)
	Sales of machineries
	-
	
	-
	171
	
	342



	(iii)
	Sales of Finished Goods
	-
	
	-
	-
	
	-

	(iv)


	Other Sales
	-
	
	-
	-
	
	15

	(v)
	Dividend received / receivable
	-
	
	-
	341
	
	354


Note :


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

(ii) to (v) Transactions 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 6.9% and 7.6% as compared to the corresponding period in the previous year. However, profit before tax for the quarter and the period decreased by 16.7% and 31.2% respectively. The lower margin is mainly due to the increase in cost of raw material and transportation as well as global competitive market environment.

B2.
Variation of results against preceding quarter 

For the quarter under review, the Group revenue increased by 3.3% from RM19.58 million in the preceding quarter to RM20.22 million. Consequently, profit before tax increased by 18.5% from RM1.89 million in the preceding quarter to RM2.24 million.

B3.
Current year prospects 
Our margin will continue to be affected by the uncertainty in material prices. However, we expect to achieve better performance in the remaining period of the year through improvement in turnover.
B4.
Taxation 

	


	Quarter ended

30th September 
	Cumulative period ended   

30th September

	
	2005

RM’000
	2004

RM’000
	2005

RM’000
	2004

RM’000

	Income Tax 
	
	
	
	

	In respect of the current period:
	273
	482
	808
	1,536

	In respect of prior year:
	-
	-
	-
	-

	Deferred Tax
	-
	99
	-
	99

	
	273
	581
	808
	1,635


The effective tax rate for the quarter under review was 12.2%, 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. In addition, certain overseas subsidiary companies are either tax exempt or are enjoying lower corporation tax rate.

B5.
Unquoted investments and/or properties 

Furniweb Manufacturing Sdn Bhd, a wholly-owned subsidiary of the Company had on 27 September 2005 entered into a sale and purchase agreement to acquire 1.9717 acres of vacant land held under H.S. (M) 1594 for P.T. No. 2374, Tempat Kg Bharu Balakong, Mukim Cheras, Daerah Hulu Langat, Negeri Selangor from First Elastic Corporation (M) Sdn Bhd, a wholly-owned subsidiary of the Company for a purchase consideration of RM2,490,730 for expansion of its operation. The construction of the factory is expected to commence in the first half of year 2006.

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

B6.
Quoted and marketable investments 

	
	As at

30th September 2005
	
	As at 

31st December 2004

	
	RM’000
	
	RM’000

	Quoted shares in Malaysia – at cost
	148
	
	148

	Less : Allowance for diminution in value
	(99)
	
	(98)

	
	49
	
	50

	
	
	
	

	Market value
	49
	
	50


B7. 
Status of corporate proposal.  

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:

	
	
	
	Revised utilization of proceeds

RM’000
	
	Utilised as at the date of report

RM’000

	Factory Expansion


	
	
	3,500
	
	2,575

	Purchase of Machinery
	
	
	3,000
	
	2,717


	Working Capital
	
	
	7,360
	
	7,360

	Estimated listing expenses
	
	
	1,615
	
	1,615



	
	


	
	15,475
	
	14,267


B8.
Group borrowings 

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

	
	As at

30th September  2005
	
	As at

31st December 2004

	
	RM ‘000
	
	RM ‘000

	Short term borrowings:


	8,221
	
	8,352

	Long term borrowings:


	6,805
	
	2,594

	Total
	15,026

	
	10,946

	The borrowings were originally denominated in the following currencies :


	
	
	

	In Ringgit Malaysia
	2,388
	
	3,485

	In US Dollars
	8,010
	
	2,003

	In Vietnam VND 
	4,628
	
	5,458

	
	15,026
	
	10,946


The bank borrowings are secured by way of debentures on the fixed and floating assets of the group and corporate guarantees of the Company. 

B9.
Off balance sheet financial instrument 

There was no off balance sheet financial instrument 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

30th September
	Cumulative period ended   

30th September

	
	2005

RM’000
	2004

RM’000
	2005

RM’000
	2004

RM’000

	Basic earnings per share


	
	
	
	

	Net profit attributable to shareholders (RM’000)
	1,806
	1,914
	4,842
	6,493

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

	Basic earnings per share (sen)


	2.01
	2.13
	5.38
	7.21

	Diluted earnings per share


	
	
	
	

	Weighted average number of shares (‘000)
	94,945
	90,563
	94,945
	90,563

	Fully diluted earnings per share (sen)
	1.93
	2.11
	5.10
	7.17


B12.
Dividends

No dividend has been proposed or declared for the current quarter under review.
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