FURNIWEB INDUSTRIAL PRODUCTS BERHAD

(Company No: 541706-V)
                                                                                                                                              

Notes on the quarterly report – 31 March 2006

PART A:
EXPLANATORY NOTES AS PER FRS 134

A1.
Basis of preparation
This interim financial report has been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of Bursa Malaysia Securities Berhad, including compliance with Financial Reporting Standard 1342004, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (“MASB”).

The interim financial report has been prepared in accordance with the same accounting policies adopted in the 2005 annual financial statements, except for the accounting policy changes that are expected to be reflected in the 2006 annual financial statements. Details of these changes in accounting policies are set out in Note A2.

The preparation of an interim financial report in conformity with FRS 1342004, Interim Financial Reporting requires management to make judgments, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.

The interim financial report contains condensed consolidated financial statements and selected explanatory notes. The notes include an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the Group since the 2005 annual financial statements. The condensed consolidated interim financial statements and notes thereon do not include all of the information required for a full set of financial statements to be prepared in accordance with FRSs.


The financial information relating to the financial year ended 31 December 2005 that is included in the interim financial report as being previously reported information does not constitute the Company’s statutory financial statements for that financial year but is derived from those financial statements other than those that have been restated as a result of the change in accounting policies. Statutory financial statements for the year ended 31 December 2005 are available from the Company’s registered office.

A2.
Changes in accounting policies

The MASB has issued a number of new and revised Financial Reporting Standards (“FRSs”, which term collectively includes the MASB’s Issues Committee’s Interpretations) that are effective for accounting periods beginning on or after 1 January 2006.

In 2006, the MASB issued another two revised FRSs (i.e. FRS 117, Leases and FRS 124, Related Party Disclosures) and one new FRS (i.e. FRS 139, Financial Instruments: Recognition and Measurement). FRS 117 and FRS 124 are effective for annual periods beginning on or after 1 October 2006. The effective date of FRS 139 has been deferred to a date to be announced by the MASB.

The Board of Directors has determined the accounting policies to be adopted in the preparation of the Group’s annual financial statements for the year ending 31 December 2006.


The FRSs that will be effective in the annual financial statements for the year ending 31 December 2006 may be affected by the issue of additional interpretation(s) or other changes announced by the MASB subsequent to the date of issuance of this interim report. Therefore the policies that will be applied in the Group’s financial statements for that period cannot be determined with certainty at the date of issuance of this interim financial report.


The following sets out further information on the changes in accounting policies for the annual accounting period beginning on 1 January 2006 which have been reflected in this interim financial report.

(a) Summary of the effect of changes in accounting policies
(i) Effect on opening balance of total equity at 1 January 2006 (as adjusted)

The following table sets out the adjustments that have been made to the opening balances at 1 January 2006. These are the aggregate effect of retrospective adjustments to the net assets as at 31 December 2005 and the opening balance adjustments made as at 1 January 2006.

	Effect of changes in accounting policies (increase/(decrease))
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Note
	Retained profits
	Capital and other reserves
	Total
	Minority interests
	Total equity

	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Prior period adjustments:
	
	
	
	
	
	

	FRS 2
	
	
	
	
	
	

	
	
	
	
	
	
	

	Equity settled share-based transactions
	A2(b)
	(7)
	7
	-
	-
	-

	
	
	
	
	
	
	

	Total effect at
1 January 2006
	
	(7)
	7
	-
	-
	-


(ii) Effect on profit after taxation for the three months ended 31 March 2006 (estimated) and 31 March 2005 (as adjusted)

In respect of the three month period ended 31 March 2006, the following table provides estimates of the extent to which the profits for that period are higher or lower than they would have been had the previous policies still been applied in the interim period, where it is practicable to make such estimates.

In respect of the three month period ended 31 March 2005, the table discloses the adjustments that have been made to the profits as previously reported for that period, in accordance with the transitional provisions of the respective FRSs. As retrospective adjustments have not been made for all changes in policies, as explained in Notes A2(b) and (c), the amounts shown for the three month period ended 31 March 2005 may not be comparable to the amounts shown for the current interim period.

	Effect of changes in accounting policies (increase /(decrease))
	
	Three months ended
31 March 2006
	Three months ended
31 March 2005

	
	
	
	
	
	
	
	

	
	Note
	Shareholders 
of the Company
	Minority interests
	Total
	Shareholders 
of the Company
	Minority interests
	Total 

	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	FRS 2
	
	
	
	
	
	
	

	Equity settled share-based transactions
	A2(b)
	(19)
	-
	(19)
	-
	-
	-

	
	
	
	
	
	
	
	

	FRS 3
	
	
	
	
	
	
	

	Amortisation of goodwill
	A2(c)
	10
	-
	10
	-
	-
	-

	
	
	
	
	
	
	
	

	Total effect for the period
	
	(9)
	-
	(9)
	-
	-
	-

	
	
	
	
	
	
	
	

	Effect on earnings per share:
	
	
	
	
	
	

	- Basic earnings per share (sen)
	
	(0.01)
	
	
	-
	
	

	- Diluted earnings per share (sen)
	
	-
	
	
	-
	
	


(iii)

Effect on amounts recognized as capital transactions with owners for the three months ended 31 March 2006 (estimated) and 31 March 2005 (as adjusted)
In respect of the three month period ended 31 March 2006, the following table provides estimates of the extent to which the amounts recorded as capital transactions with owners are higher or lower than they would have been had the previous policies still been applied in the interim period, where it is practicable to make such estimates.

	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Effect of changes in accounting policies (increase /(decrease))
	
	Three months ended

31 March 2006
	Three months ended

31 March 2005

	
	Note
	Shareholders of the Company
	Minority interests
	Total
	Shareholders of the Company
	Minority interests
	Total 

	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	FRS 2
	
	
	
	
	
	
	

	Equity settled share-based transactions
	
	
	
	
	
	
	

	- Effect recognized in capital reserve
	A2(b)
	19
	-
	19
	-
	-
	-


(b)
Employee share option scheme (FRS 2, Share-based Payment)

In prior years, no amounts were recognized when employees (which term includes directors) were granted share options over shares in the Company. If the employees chose to exercise the options, the nominal amount of share capital and share premium were credited only to the extent of the option’s exercise price receivable.

With effect from 1 January 2006, in order to comply with FRS 2, the Group recognizes the fair value of such share options as an expense in the income statement. A corresponding increase is recognized in a capital reserve within equity.

Where the employees are required to meet vesting conditions before they become entitled to the options, the Group recognizes the fair value of the options granted over the vesting period. Otherwise, the Group recognizes the fair value in the period in which the options are granted.
If an employee chooses to exercise options, the related capital reserve is transferred to share capital and share premium, together with the exercise price. If the options lapse unexercised, the related capital reserve is transferred directly to retained earnings.
The new accounting policy has been applied retrospectively with comparatives restated in accordance with FRS 2, except that the Group has taken advantage of the transitional provisions set out in paragraph 53 of FRS 2 under which the new recognition and measurement policies have not been applied to the following grants of options:

(i)
All options granted to employees on or before 31 December 2004; and 

(ii)
All options granted to employees after 31 December 2004 but which had vested before 1 January 2006.
The amount of prior period adjustments and the effect on the results for the three months ended 31 March 2006, and the reserves as of that date, are set out in Note A2(a).
The amount charged to the income statement as a result of the change of policy increased administrative expenses for the three months ended 31 March 2006 by RM18,933 (three months ended 31 March 2005: Nil), with the corresponding amount credited to the capital reserve.

Details of the employee share option scheme can be found in the Company’s annual report for the year ended 31 December 2005.
(c) Amortisation of positive and negative goodwill (FRS 3, Business Combinations and FRS 136, Impairment of Assets)

In prior periods:
-
Positive goodwill which arose on or after 1 January 2001 was amortised on a straight line basis over its useful life and was subject to impairment testing when there were indications of impairment; and

- 
Negative goodwill which arose on or after 1 January 2001 was amortised over the weighted average useful life of the depreciable/amortizable non-monetary assets acquired, except to the extent it related to identified expected future losses as at the date of acquisition. In such cases it was recognized in the income statement as those expected losses were incurred.

With effect from 1 January 2006, in accordance with FRS 3 and FRS 136, the Group no longer amortises positive goodwill. Such goodwill is tested annually for impairment, including in the year of its initial recognition, as well as when there are indications of impairment. Impairment losses are recognized when the carrying amount of the cash generating unit to which the goodwill has been allocated exceeds its recoverable amount.
Also with effect from 1 January 2006 and in accordance with FRS 3, if the fair value of the net assets acquired in a business combination exceeds the consideration paid (i.e. an amount arises which would have been known as negative goodwill under the previous accounting policy), the excess is recognized immediately in the income statement as it arises.

The new policy in respect of positive goodwill has been applied prospectively in accordance with the transitional arrangements under FRS 3. As a result, comparative amounts have not been restated, the cumulative amount of amortization as of 1 January 2006 has been offset against the cost of the goodwill and no amortization charges for goodwill has been recognized in the income statement for the three months ended 31 March 2006. This has increased the Group’s profit after tax for the three months ended 31 March 2006 by RM9,588.

The change in policy relating to negative goodwill had no effect on the interim financial report as there was no negative goodwill deferred as at 31 December 2005.
(d) Changes in presentation (FRS 101, Presentation of Financial Statements and FRS 127, Consolidated and Separate Financial Statements) - Minority interests
In prior years, minority interests at the balance sheet date were presented in the consolidated balance sheet separately from liabilities and as deduction from net assets. Minority interests in the results of the Group for the year were also separately presented in the income statement as a deduction before arriving at the profit attributable to shareholders.
With the effect from 1 January 2006, in order to comply with FRS 101 and FRS 127, minority interests at the balance sheet date are presented in the consolidated balance sheet within equity, separately from the equity attributable to the equity holders of the parent, and minority interests in the results of the Group for the period are presented on the face of the consolidated income statement as an allocation of the total profit or loss for the period between the minority interests and the equity holders of the parent.

The presentation of minority interests in the consolidated balance sheet, income statement and statement of changes in equity for the comparative period has been restated accordingly.
A3.
Auditors’ report on preceding annual financial statements
The auditors have expressed an unqualified opinion on the Company’s statutory financial statements for the year ended 31 December 2005 in their report dated 24 April 2006.

A4.
Seasonality of operations 

The Group’s results were not materially affected by any major seasonal or cyclical factors.
A5.
Unusual items due to their nature, size or incidence 

On 25 January 2006, Furniweb Manufacturing Sdn Bhd ("FMSB"), a wholly-owned subsidiary of Furniweb Industrial Products Berhad ("FIPB"), entered into a Share Sale Agreement with Autoliv Holding Limited ("AHL") for the acquisition of 1,000,000 ordinary shares of RM1.00 each held by AHL, representing 40% of the issued and paid-up capital of Furniweb-VOA Safety Webbing Sdn Bhd ("FVOA") for a total consideration of RM4,000,000. The consideration for the acquisition is to be satisfied partly through internal funding and partly through facilities granted by a financial institution. Upon completion of the acquisition, FVOA will through FMSB, become a wholly-owned subsidiary of FIPB.

Other than as disclosed above, there were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the current quarter and financial year-to-date, except for the changes in accounting policies as disclosed in Note 2.
A6.
Changes in estimates

There were no changes in estimates that have had material effect in the current quarter and financial year-to-date results.

A7.
Capital and reserves
(a) Capitalisation issue

There were no capitalisation issues during the current quarter and financial year-to-date under review.
(b) Repurchase of own shares
During the interim period, the Company repurchased its own shares on the Bursa Malaysia Securities Berhad as follows:
	Month/year
	Number of

shares

repurchased
	Highest

price paid per share

	Lowest

price paid per share

	Aggregate
price paid


	
	
	RM
	RM
	RM

	
	
	
	
	

	January 2006
	115,500
	0.45
	0.40
	46,997

	March 2006
	  50,800
	0.42
	0.40
	21,123

	
	
	
	
	68,120


The shares repurchased are being held as treasury shares and treated in accordance with the requirement of Section 67A of the Companies Act, 1965.

(c) Equity settled share-based transactions
No options were exercised during the three months ended 31 March 2006. (2005: Nil).
A8.
Dividends
There was no dividend declared during the current quarter and financial year-to-date under review.


A9
Segment reporting
The Company’s primary format for reporting segment information is business segments. Revenue from external customers represents the sales value of goods supplied to customers.
	
	Webbing, yarn 
& furniture components
	Rubber strips 
& fabrics
	Others
	Eliminations
	Consolidated

	For the three month period ended 31 March
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005
	2006
	2005

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	
	

	Revenue from
 external customers
	13,918
	11,760
	5,116
	4,912
	570
	407
	-
	-
	19,604
	17,079

	Inter-segment revenue
	906
	618
	52
	-
	38
	64
	(996)
	(682)
	-
	-

	Total
	14 ,824
	12,378
	5,168
	4,912
	608
	471
	(996)
	(682)
	19,604
	17,079

	Segment result
	1,722
	1,592
	376
	347
	(98)
	(15)
	-
	-
	  2,000
	1,924

	Unallocated operating i
ncome and expenses
	
	
	
	
	
	
	
	
	(19)
	(10)

	Profit from operations
	
	
	
	
	
	
	
	
	  1,981
	  1,914



	
	


	




	
	
	
	
	
	
	

	
	

	
	
	

	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


A10.
Property, plant and equipment

(a) Acquisitions and disposals

There were no material acquisitions and disposals during the current quarter and financial year-to-date under review.
(b) Impairment losses

There were no impairment losses during the current quarter and financial year-to-date under review.
(c) Valuation

The valuation of land and buildings has been brought forward, without amendment from the previous annual report.
A11.
Post balance sheet events    




There are no material events after the period end that have not been reflected in the financial statements for the financial period ended 31 March 2006.

A12.
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter and financial year-to-date under review.
A13.
Contingent assets

There were no contingent assets for the Group as at the date of this announcement.

A14.
Contingent liabilities
There were no contingent liabilities for the Group as at the date of this announcement.
A15.
Capital commitments outstanding not provided for in the interim financial report
	
	At

31 March 2006
	
	At 

31 December 2005

	
	RM’000
	
	RM’000

	
	
	
	

	Authorised and contracted for
	2,570
	
	2,570


(i) 

(ii) 

A16.
Material related party transactions

	
	
	Quarter ended

31 March
	Cumulative period ended   

31 March

	
	
	2006
	
	2005
	2006
	
	2005

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

	
	
	
	
	
	
	
	


	(i)
	Rental paid
	45
	
	45
	45
	
	45

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	


	
	
	
	
	
	
	
	

	

	
	
	
	
	
	
	

	(ii)
	Sale of finished goods
	191
	
	-
	191
	
	-

	(iii)
	Dividend received/ receivable
	-
	
	149
	-
	
	149


Notes:


(i) Transactions with a company in which a director of a subsidiary has an interest.

(ii) and (iii)
Transactions with a jointly controlled entity.

Other than as disclosed above, there were no other material related party transactions entered into during the current quarter and financial year-to-date under review.


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

B1.
Review of performance 

The Group achieved revenue of RM19.6 million for the current quarter, representing a 14.8% growth compared to revenue of RM17.1 million reported in the corresponding quarter in the preceding year. The increase in revenue is primarily due to higher product sales being achieved, especially in the Group’s Vietnam operations.

Profit attributable to equity holders of the Company increased by RM0.1 million from RM1.4 million recorded in the preceding year’s corresponding quarter to RM1.5 million in the current quarter. This was achieved despite the reduction in contribution from the jointly controlled entity during the quarter. The increase in profit is mainly due to the higher revenue attained by the Group. 

B2.
Variation of results against preceding quarter
The Group’s revenue of RM19.6 million for the current quarter was RM0.3 million or 1.4% lower than the RM19.9 million reported for the preceding quarter. However profit attributable to equity holders of the Company increased by RM0.6 million. The lower profit in the preceding quarter was the result of additional provisions being booked in during the quarter concerned.

B3.
Current year prospects 
Despite some signs of moderating growth in the global economy, demand for the Group’s products is anticipated to remain encouraging, especially from its export markets.
The Group is mindful that the volatility in natural rubber and oil prices may persist in the mid term. However it is optimistic that given the competitiveness of its products and its concerted effort to improve productivity, barring any other unforeseen circumstances, the performance of the Group for the forthcoming year will be satisfactory 



B4.
Profit forecast

Not applicable as the Group did not publish any profit forecast.


B5
Income tax expenses 

	


	Quarter ended

31 March 2006
	Cumulative period ended   

31 March 2006

	
	

	


	
	
	

	
	RM’000
	RM’000

	
	
	

	Current tax - Malaysia
	241

	241


	Current tax - Overseas
	50

	50


	Deferred taxation
	-
	-

	
	291
	291


The effective tax rate of the Group for the current quarter ended 31 March 2006 is 14.1%, which is lower than the statutory income tax rate 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.

B6.
Unquoted investments and/or properties 


There was no sale of unquoted investments and/or properties for the quarter under review and financial year-to-date.


B7.
Quoted investments 

	
	At

31 March 2006
	
	At 

31 March 2005

	
	RM’000
	
	RM’000

	
	
	
	

	Quoted shares in Malaysia - at cost
	148
	
	148

	Less: Allowance for diminution in value
	(110)
	
	(98)

	
	38
	
	50

	
	
	
	

	Market value
	38
	
	62


B8.
Status of corporate proposals announced 

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 Bursa Malaysia Securities Berhad amounting to RM15,475,518 is as follows:

	
	

	
	


	
	Revised utilisation of proceeds
	
	Utilised as at the date of report

	
	RM’000
	
	RM’000

	
	
	
	

	Factory expansion

	3,500
	
	2,720

	Purchase of machinery
	3,000
	
	3,000


	Working capital
	7,360
	
	7,360

	Estimated listing expenses
	1,615
	
	1,615


	
	15,475
	
	14,695


B9.
Borrowings and debts securities
The group’s borrowings as at the end of the reporting quarter are as follows:

	
	At
31 March 2006
	
	At

31 March 2005

	
	RM‘000
	
	RM‘000

	
	
	
	

	Short term borrowings
	9,002
	
	8,500

	

	
	
	

	Long term borrowings

	6,438
	
	7,374

	
	15,440


	
	15,874

	The borrowings are denominated in the following currencies:


	
	
	

	In Ringgit Malaysia
	2,189
	
	8,723

	In US Dollars
	8,857
	
	1,837

	In Vietnam VND 
	4,394
	
	5,314

	
	15,440
	
	15,874


The bank borrowings are secured by way of debentures on the fixed and floating assets of the Group and corporate guarantees of the Company.
B10.
Off balance sheet financial instruments
As at the reporting date, the Group does not have any off balance sheet financial instruments.
B11.
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 Group. 

B12.
Earnings per share 

(a) Basic earnings per share

Basic earnings per share is calculated by dividing the profit after taxation for the period by the weighted average number of ordinary shares in issue during the period.
	







	Quarter ended

31 March 2006
	Cumulative period ended   

31 March 2006

	
	

	


	Profit for the period (RM’000)
	1,416
	1,416

	

	
	

	
	
	

	Add: Amount attributable to minority interests (RM’000)
	88
	88

	Profit attributable to shareholders of the Company (RM’000)
	1,504
	1,504

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	89,880
	89,880

	
	
	

	Basic earnings per share (sen)

	1.67
	1.67


(b) Diluted earnings per share

For the purpose of calculating diluted earnings per share, the weighted average number of ordinary shares in issue during the period has to be adjusted for the dilutive effects of all potential ordinary shares, i.e. share options granted to employees via the Company’s Employees’ Share Option Scheme (“ESOS”).

However, as the average market price for the current quarter and financial year-to-date under review is below the offer prices of the ESOS, assumption is made that the ESOS granted will not be exercised. Consequently, the computation of diluted earnings per share is nor performed.
	
	

	


	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	




	
	

	
	


	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	


B13.
Authorisation for issue
The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the directors on 29 May 2006.
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