FEDERAL FURNITURE HOLDINGS (M) BHD

INTERIM FINANCIAL REPORT – 4th QUARTER ENDED 31 DECEMBER 2005
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.

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 31 December 2005
	Turnover

RM ‘000
	Profit /(Loss)

Before Taxation

RM ‘000
	Total Assets

Employed

RM ‘000

	
	
	
	

	Manufacture and trading of furniture
	25,311
	(504)
	46,418

	Renovation and interior fit-out
	33,776
	327
	29,757

	Investment holding
	
	(6,241)
	  4,279

	Others
	
	(138)
	67,130

	Turnover before elimination
	59,087
	(6,556)
	147,584

	Inter segment elimination
	(10,804)
	(45)
	(286)

	
	
	
	

	Turnover after elimination
	48,283
	(6,601)
	147,298

	
	
	
	


	Period ended 31 December 2004
	Turnover

RM ‘000
	Profit /(Loss)

Before Taxation

RM ‘000
	Total Assets

Employed

RM ‘000

	
	
	
	

	Manufacture and trading of furniture
	14,317
	(618)
	40,929

	Renovation and interior fit-out
	39,679
	162
	32,147

	Investment holding
	204
	(5,754)
	4,034

	Others
	
	(12)
	67,281

	Turnover before elimination
	54,200
	(6,222)
	144,391

	Inter segment elimination
	(15,781)
	(418)
	

	
	
	
	

	Turnover after elimination
	38,420
	(6,640)
	144,391

	
	
	
	


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

On 13 July 2005, the Group sold all its interest in a dormant subsidiary company, Effective Trading Sdn Bhd for a cash consideration of RM15,000.   On 22 August 2005, the Group acquired additional 230,000 shares in Minodino The  Office World (Malaysia) Sdn Bhd representing 23% of the issued share capital for a cash consideration of RM1.00. Save for these, there were no changes in the composition of the Group during the interim period to-date. 
12. Changes in contingent liabilities

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet at 31 December 2004
13. Related party transactions

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

Date

	Rent receivable from Masteron Sdn Bhd
	(42)
	(168)

	Building maintenance payable to Cipta Sentosa Sdn Bhd
	61
	244

	Rent payable to Cipta Sentosa Sdn Bhd
	17
	65

	
	
	


14. Review of performance 

For the 4th quarter, Group turnover was 13% higher than the same period last year while for the full year this was 26% higher than the previous year. This improvement is largely attributable to the strong growth registered by the manufacturing division.  EBITA was 19% higher at RM4.7 million compared to RM3.9 million a year ago. Pretax loss for the current quarter was 14% higher than the previous year due mainly to higher interest cost and impairment loss on quoted investments. On an YTD basis, Pretax loss was comparable to last year. After accounting for tax and minority interest the Group registered a YTD loss of RM5.0 million which is 26% lower than the RM6.8 million reported in the previous year. This is in part due the deferred tax asset of RM1.9 million recognized for the current year. 

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

Pre-tax loss for the current quarter increased to RM2.6 million from RM1.6 million in the preceding quarter due mainly to the lower turnover, lower margins and impairment loss on quoted investments.

16. Current year prospects. 

The Board is cautiously optimistic that the strong export growth achieved by the manufacturing division will continue in 2006 albeit at a lower rate. The prospect for the renovations and fit-out division will hinge on the division’s ability to secure overseas projects in view of the uncertainties facing the local market.   The timely completion of the Proposed Debt Restructuring Scheme will also have a material impact on the ability of the Group to turnaround and put the Group on a more solid financial standing going forward.  

17. Variance from profit forecast  

Not applicable.

18. Taxation 

Current Quarter

Year-to-date
Current year provision / (write-back)
         (164,000) 

      226,000


Under/(over) provision in prior years
     
 -
 
       
-
Deferred tax asset


                        231,000

  (1,869,000)







      --------------

  --------------

Total tax




            67,000

  (1,643,000)






       ========

 =========

The current year deferred tax asset recognized is in respect of the accumulated tax losses brought forward from prior years of a profitable subsidiary.
19. Profits/loss from sale of properties and/or quoted investments 

During the current quarter and financial year-to-date, there were no sale of properties and/or quoted investments.

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 (“SC”) has on 8 February 2006 approved the Company’s application to increase the number of free detachable warrants from 6 warrants to 8.5 warrants that are attached to the 7 rights shares subscribed for every 5 existing FFHB shares held.  On 15 February 2006 the SC further indicated verbally that it had no objection to the Company’s proposal to reduce the minimum subscription of the Proposed Rights Issue to RM13.0 million.  On 4 January 2006, Aseambankers Malaysia Berhad (“Aseam”), on behalf of certain major shareholders had sought the approval of the SC for the proposed additional undertaking to subscribe for all the remaining Rights Shares with Warrants not subscribed from the public portion (“Proposed Additional Undertaking”) in addition to their entitlement to the Proposed Rights Issue with Warrants.  Arising from this Proposed Additional Undertaking, these substantial shareholders will be required to undertake a Mandatory General Offer (“GO”) for all the remaining FFHB share not already owned by them pursuant to Part II, Section 6 of the Malaysian Code on Take-Overs and Mergers, 1998 (“the Code”).  In this regard, an application was also made on 22 February 2006 to the SC for a waiver from the obligation to undertake a GO under the Code. Aseam has on 28 February 2006 written on behalf of the Company to the SC seeking an extension of time to complete the Proposed Debt Restructuring Scheme.
22. Group borrowings as at end of reporting period  

· Short Term Borrowings :

	
	RM’000

	Secured :
	

	   Bank overdrafts
	

1,856

	   Short Term loans
	46,765

	   Revolving credits
	1,900

	   Bankers acceptances
	1,940

	   Term loan due within 12 months 
	3,478

	   Hire Purchase – 12 months
	43

	
	

	Unsecured :
	

	   Bank overdrafts
	4,622

	   Bankers’ acceptances
	27,455

	   Letter of credit 
	1,017

	   Revolving credit
	5,899

	   Short term loan
	2,067

	   Term loan due within 12 months
	553

	
	

	Total short term borrowings
	97,595


· Long Term Borrowings :

	Secured :
	RM’000

	   Term loans
	3,676

	   Hire Purchase Creditors
	154

	
	

	Total long term borrowings
	3,830


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  

There were no changes in material litigation during the interim period to-date. 
25. Dividend declared

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

26. Basic/diluted loss per share.

The basic earnings per share has been calculated based on the Group’s loss after taxation and minority interests of RM4,990,000 and the number of shares in issue during the year of 27,681,500 

The fully diluted loss per share is not applicable as the outstanding warrants have expired in June 2005.

27.  Compliance with Bursa Malaysia’s minimum share capital requirements

On 27 April 2005, Bursa Malaysia Securities Berhad granted the Company an extension of time until 14 March 2006 to meet the minimum issued and paid up share capital required under Paragraph 8.16A of the Listing Requirements.   Pursuant to the Proposed Debt Restructuring Scheme, the Company would be undertaking a proposed rights issue with warrants and proposed restricted issue of shares that in aggregate would increase the issued and paid up share capital of the Company beyond the RM40 million required under paragraph 16A of the Listing Requirements. (Refer to Note 21 above on status of Corporate Proposal)
