FURNIWEB INDUSTRIAL PRODUCTS BERHAD

(Company No: 541706-V)
                                                                                                                                              

Notes on the quarterly report – 30 September 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 as disclosed in the first quarter.
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.
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.

A3.
Seasonality of operations 

The Group’s results were not materially affected by any major seasonal or cyclical factors.
A4.
Unusual items due to their nature, size or incidence 

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 the first quarter.

A5.
Changes in estimates

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

A6.
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

	July 2006
	18,000
	0.45
	0.41
	7,837

	August 2006
	2,000
	0.43
	0.43
	863

	September 2006
	10,100
	0.42
	0.42
	4,223

	
	196,400
	
	
	81,043


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 nine months ended 30 September 2006. (2005: Nil).

A7.
Dividends

On 28 July 2006, the Company paid a first and final dividend for the financial year ended 31 December 2005.
Details of the final dividend are as follows:

	
	For the financial year ended

	
	31 December 2005
	
	31 December 2004

	
	RM’000
	
	RM’000

	
	
	
	

	2.5 sen (2005: 2.6 sen) tax exempt
	2,246
	
	2,340

	0.5 sen (2005: 0.55 sen) less tax
	323
	
	356

	
	2,569
	
	2,696


Other than as disclosed above, there was no other dividend paid during the quarter and financial year-to-date under review.
A8.
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 nine month period ended 30 September
	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
	44,463
	39,668
	16,985
	15,806
	1,704
	1,403
	-
	-
	63,152
	56,877

	Inter-segment revenue
	2,716
	2,705
	243
	274
	212
	182
	(3,171)
	(3,161)
	-
	-

	Total
	47,179
	42,373
	17,228
	16,080
	1,916
	1,585
	(3,171)
	(3,161)
	63,152
	56,877

	Segment result
	5,211
	5,078
	1,610
	1,430
	(158)
	(155)
	-
	-
	 6,663
	6,353

	Unallocated operating income and expenses
	
	
	
	
	
	
	
	
	(56)
	(31)

	Operating profit
	
	
	
	
	
	
	
	
	  6,607
	 6,322


 A9.
Property, plant and equipment

(a) Acquisitions and disposals

During the current quarter, Furniweb-VOA Safety Webbing Sdn Bhd, a wholly owned subsidiary, received delivery of machineries amounting to RM3.2 million.

The acquisitions were authorized and contracted for in the previous financial year with the payment of RM630,000 as deposit. The balance of RM2.57 million paid during the current quarter was partly from internally generated funds and partly from the financing facility granted by a financial institution.

There were no material 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.

A10.
Post balance sheet events    

There are no material events after the period ended that have not been reflected in the financial statements for the financial period ended 30 September 2006.

A11.
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.

A12.
Contingent assets

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

A13.
Contingent liabilities
There were no contingent liabilities for the Group as at the date of this announcement.

A14.
Capital commitments outstanding not provided for in the interim financial report
	
	At

30 September 2006
	
	At 

31 December 2005

	
	RM’000
	
	RM’000

	
	
	
	

	Authorised and contracted for
	-
	
	2,570


A15.
Material related party transactions
	
	
	Quarter ended

30 September
	Cumulative period ended   

30 September

	
	
	2006
	
	2005
	2006
	
	2005

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

	
	
	
	
	
	
	
	

	(i)
	Rental paid
	45
	
	45
	135
	
	135

	(ii)
	Sale of machineries
	-
	
	-
	-
	
	171

	(iii)
	Dividend received/ receivable
	184
	
	-
	398
	
	341


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 recorded revenue of RM22.9 million for the third quarter of 2006, representing a growth of 13.0% from the RM20.2 million reported in the corresponding quarter in the previous year. The increase in revenue is principally due to the achievement of higher product sales, especially in the Group’s Vietnam operations.

In line with the increase in revenue, profit attributable to equity holders of the Company increased from the RM1.8 million reported in the preceding year’s corresponding quarter to RM2.5 million in the current quarter, an improvement of RM0.7 million or 41.0%. The RM6.0 million profit attributable to equity holders of the Company attained during the nine month period ended 30 September 2006 has also exceeded the RM5.8 million reported for the whole of 2005. 
B2.
Variation of results against preceding quarter
After witnessing an increase in revenue of 5.6% in the second quarter of 2006, the Group’s revenue of RM22.9 million for the third quarter was again RM2.2 million or 10.4% higher than the RM20.7 million recorded in the preceding quarter. Corresponding to the increase in revenue, profit attributable to equity holders of the Company for the quarter under review increased by RM0.6 million or 32.9% from the RM1.9 million achieved in the previous quarter.
B3.
Current year prospects 
The Group’s revenue of RM63.2 million for the first nine months of 2006 has exceeded the revenue reported for the corresponding period in 2005 by 11.0%. It is anticipated that demand from its markets worldwide will remain encouraging during the final quarter of the year.
Barring any unforeseen circumstances, the Group’s performance for the remaining quarter should be satisfactory. 

B4.
Profit forecast

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


B5
Income tax expenses 

	


	Quarter ended

30 September 2006
	Cumulative period ended   

30 September 2006

	
	RM’000
	RM’000

	
	
	

	Current tax – Malaysia
	320
	705

	Current tax – Overseas
	67
	192

	Deferred taxation
	-
	-

	
	387
	897


The effective tax rate of the Group for the period ended 30 September 2006 is 14.4%, 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 corporate tax rates.

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

30 September 2006
	
	At 

30 September 2005

	
	RM’000
	
	RM’000

	
	
	
	

	Quoted shares in Malaysia - at cost
	148
	
	148

	Less: Allowance for diminution in value
	(110)
	
	(99)

	
	38
	
	49

	
	
	
	

	Market value
	55
	
	49


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


The unutilised amount of RM780,000 is allocated for the factory expansion of Furniweb Manufacturing Sdn Bhd, a wholly owned subsidiary. At present, the construction plan for the expansion is still pending approval from the relevant authorities. It is anticipated that the amount will only be fully utilised by 30 September 2007.
B9.
Borrowings and debts securities
The group’s borrowings as at the end of the reporting quarter are as follows:

	
	At

30 September 2006
	
	At

30 September 2005

	
	RM‘000
	
	RM‘000

	
	
	
	

	Short term borrowings
	10,277
	
	8,221

	Long term borrowings
	11,457
	
	6,805

	
	21,734
	
	15,026

	The borrowings are denominated in the following currencies:


	
	
	

	In Ringgit Malaysia
	8,506
	
	2,388

	In US Dollars
	10,499
	
	8,010

	In Vietnam VND 
	2,729
	
	4,628

	
	21,734
	
	15,026


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 attributable to equity holders of the Company for the period by the weighted average number of ordinary shares in issue during the period after share buy back.

	







	Quarter ended

30 September 2006
	Cumulative period ended   

30 September 2006

	
	
	

	Profit for the period (RM’000)
	2,260
	5,325

	Add: Amount attributable to minority interests (RM’000)
	286
	641

	Profit attributable to shareholders of the Company (RM’000)
	2,546
	5,966

	
	
	

	Weighted average number of ordinary shares in issue (‘000)
	89,835
	89,835

	
	
	

	Basic earnings per share (sen)
	2.83
	6.64


(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 after share buy back 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 not performed.

B13
Net assets per share

Net assets per share attributable to equity holders of the parent is arrived at by dividing the total equity attributable to shareholders of the Company at the end of the period by the number of ordinary shares in issue at the end of the period after share buy back. 
	







	At
30 September 2006
	At   

31 December 2005

	
	
	

	Total equity attributable to shareholders of the Company (RM’000)
	63,473
	60,400

	
	
	

	Number of ordinary shares in issue (‘000)
	90,000
	90,000

	Less: Number of shares repurchased (‘000)
	(209)
	(13)

	Number of ordinary shares in issue after share buy back (‘000)
	89,791
	89,987

	
	
	

	Net assets per share attributable to equity holders of the parent (RM) 
	0.7069
	0.6712


B14.
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 23 November  2006.
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