FEDERAL FURNITURE HOLDINGS (M) BHD

INTERIM FINANCIAL REPORT – 3rd QUARTER ENDED 30 SEPTEMBER 2003

This interim financial report contains condensed financial statements and should be read in conjunction with the most recent annual financial report. It has been prepared in compliance with Malaysian Accounting Standard Board (“MASB”) 26.

Notes to interim financial statements :

1. Accounting policies

The accounting policies and methods of computation used in the interim financial statements are consistent with those adopted in the most recent annual financial statements.

2. Audit Report

The Company’s Audit Report for the preceding annual financial Statement was not qualified by the auditors.

3. Comment about seasonal or cyclical aspects of operations.

Turnover for the Renovation and Interior Fit-out operations is normally lower in the first quarter due to the long Chinese New Year break. The operation is also subject to the cyclical nature of the property market especially in the commercial and hospitality sectors.
4. Unusual items

There were no items affecting assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size or incidence in the current quarter. 

5. Changes in estimates

There were no changes in estimates of amount reported in prior interim periods of the current financial year or prior financial years that have a material effect in the current interim period.

6. Debt and equity securities

There were no issuances, cancellation, repurchase, resale and repayments of debt and equity securities during the current quarter. 

7. Dividends paid

There were no dividends paid during the current quarter and year-to-date. 

8. Segmental reporting

Period ended 30 September 2003
Turnover

RM ‘000
Profit /(Loss)

Before Taxation

RM ‘000
Total Assets

Employed

RM ‘000






Manufacture and trading of furniture
5,856
(1,288)
49,200

Renovation and interior fit-out
27,327
(752)
32,795

Investment holding
153
(3,552)
63,574

Others

(51)
575

Turnover before elimination
33,336
(5,643)
146,144

Inter segment elimination
(8,235)








Turnover after elimination
25,101
(5,643)
146,144






Period ended 30 September 2002
Turnover

RM ‘000
Profit /(Loss)

Before Taxation

RM ‘000
Total Assets

Employed

RM ‘000






Manufacture and export of furniture
5,075
(2,509)
53,255

Renovation and interior fit-out
16,535
(2,073)
28,232

Investment holding
147
(3,413
46,334

Others

(51)
575

Turnover before elimination
21,757
(8,046)
128,396

Inter segment elimination
(5,784)








Turnover after elimination
15,973
(8,046)
128,396






9. Property, plant and equipment

The valuation of plant and equipment have been brought forward without any amendment from the previous annual financial statements. 

10. Events subsequent to the end of interim period

There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements of the interim period. 

11. Status of group composition

There were no changes in the composition of the Group during the current quarter.

12. Changes in contingent liabilities

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet at 31 December 2002

13. Related party transactions

(All figures in RM’000)
Current quarter
Year-to-

Date

Rent receivable from Masteron Sdn Bhd
(60)
(180)

Building maintenance payable to Cipta Sentosa Sdn Bhd
61
183

Rent payable to Cipta Sentosa Sdn Bhd
16
48

Rent receivable from Bulletin Engineering Sdn Bhd
(3)
(9)

14. Review of performance 

Group turnover for the individual quarter under review increased by 122% from RM6.0 million in the previous year to RM13.3 million in the current year. Substantially, this improvement came from the increase in contracts secured by the Renovations and Interior Fit-out Division for the current year. On a YTD basis Group turnover was 57% higher than last year and all operating units recording higher turnover compared to the previous year. For the 3rd quarter, the Group registered a profit before interest and tax amounting to RM0.9m compared to a loss of RM0.3m in the corresponding period last year. On a YTD basis, profit before interest and tax was a profit of RM2.1 million compared to a loss of RM0.9 million in the previous year. This improvement is largely attributable to the higher turnover including the new export business to the Asia Pacific markets. After accounting for interest, tax and minority interests the Group registered a YTD loss of RM5.6 million which is a 31% improvement over the RM8.1 million reported for the same period last year.

15. Comment on material changes in profit before tax for the quarter compared to the preceding quarter. 

The improvement in loss before tax from RM2.0 million in the preceding quarter to RM1.7 million in the current quarter is mainly attributable to the 105% increase in turnover over the same period. 

16. Current year prospects. 

The prospects for the Group will depend on the geopolitical stability in the aftermath of the Iraq war and the continuing threats of terrorists attacks on global economies. The Renovation and Interior Fit-out industry is expected to improve in tandem with the increase in the number of new fit-out projects that will be implemented in 2003 but margin yield will continue to be under pressure due to the intense price competition. The prospect for the Group for 2003 will also depend on the successful and timely completion of the proposed debt restructuring exercise.

17. Variance from profit forecast  

Not applicable.

18. Taxation 

Current Quarter

Year-to-date

Current year provision / (write-back)
          (1,330)

       -


Under/(over) provision in prior years
              -
 
       - 


The current quarter’s taxation provision is in respect of a subsidiary that is profitable.

19. Profits/loss from sale of properties and/or quoted investments 

There were no profit/loss from sale of properties and/or quoted investments during the current quarter and financial year-to-date.

20. Quoted securities 

There were no purchase of quoted securities during the current quarter and financial year-to-date.

21. Status of corporate proposal 

The Securities Commission had rejected the Company’s Proposed Fund Raising and Debt Restructuring Scheme on 23 January 2002 and required the Company to submit a revised proposal to turnaround the cash balance deficit in a shorter time. The Company is currently working on the revised proposal and is still in discussion with the various lenders on the revised scheme. 

22. Group borrowings as at end of reporting period  

· Short Term Borrowings :


RM’000

Secured :


   Bank overdrafts
1,994

   Short Term loans
49,345

   Revolving credits
1,900

   Bankers acceptances
2,896

   Hire Purchase – 12 months
106




Unsecured :


   Bank overdrafts
6,393

   Short term advance
601

   Bankers’ acceptances
28,089

   Revolving credit
5,899

   Short term loan
553




Total short term borrowings
97,776

· Long Term Borrowings :

Secured :
RM’000

   Term loans
4,736

   Hire Purchase Creditors
127




Total long term borrowings
4,863

23. Off balance sheet financial instruments. 

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

24. Changes in material litigation  

The Company’s subsidiary company, Federal Furniture (M) Sdn Bhd, had on 16 January 2003 received a writ of summons from Lembaga Hasil dalam Negeri for alleged non-payment of income taxes, additional income taxes and tax penalties for years of assessment 1992 to 1996 amounting to RM1,496,494.04. The Company has appointed legal counsel to defend the case and the statement of defense was filed on 18 February 2003.

25. Dividend declared

No interim dividend has been declared for the period under review.

26. Basic/diluted loss per share.

The basic loss per share has been calculated based on the Group’s loss after taxation and minority interests of RM5,641,000 and the number of shares in issue during the year of 27,681,500 

The fully diluted loss per share is the same as the basic loss per share as the assumed conversion of the outstanding warrants would be anti-dilutive.

27.  Compliance with KLSE’s minimum share capital requirements

The requirement to meet KLSE’s minimum share capital of RM40 million for Second Board is being addressed in the Company’s Proposed Fund Raising and Debt Restructuring Exercise that is pending the approval of all affected lenders. The deadline to comply with the minimum capital requirement has been extended to 30 June 2004 by the Securities Commission. 

