FEDERAL FURNITURE HOLDINGS (M) BHD

INTERIM FINANCIAL REPORT – 1ST QUARTER ENDED 31 MARCH 2008
NOTES TO THE INTERIM FINANCIAL REPORT
1. Basis of preparation

This interim financial report has been prepared in accordance with the Financial Reporting Standards (“FRS”) 134 “Interim Financial Reporting” and paragraph 9.22 of the “Bursa Malaysia Securities Berhad” (BMSB) Listing Requirements, and should be read in conjunction with the Group’s audited financial statements for the financial year ended 31 December 2007.  
Except as disclosed under Note 2 below, the accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2007. 
2. Changes in accounting policies

The significant accounting policies adopted are consistent with those adopted in the preparation of the audited financial statements for the financial year ended 31 December 2007 except for the mandated adoption of the following new/revised FRS effective for the financial period beginning 1 January 2008:

FRS 107 
Cash Flow Statement

FRS 111
Construction Contracts

FRS 112 
Income Taxes

FRS 118
Revenue

FRS 134
Interim Financial Reporting

FRS 137 
Provisions, Contingent Liabilities and Contingent Assets
The adoption of the above new/revised FRS have no significant impact on the financial statements of the Group.  
3. Audit Report of Preceding Audited Financial Statements

The preceding year’s annual audited financial statements were not subject to any qualifications from the auditors.

4. Seasonal or Cyclical Factors

The operations are subject to the cyclical nature of the property and construction industry especially in the commercial and hospitality sectors.
5. Unusual items Affecting the Assets, Liabilities, Equity, Net Income or Cash Flows

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

There were no material changes in estimates of amount reported in prior interim periods or in previous financial years which have a material effect in the current quarter.

7. Debt and equity securities

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

There were no dividends paid during the current quarter. 

9. Segmental Information 

	Period ended 31 March 2008
	Turnover

RM ‘000
	Profit /(Loss)

Before Taxation

RM ‘000
	Total Assets

Employed

RM ‘000

	Manufacture and trading of furniture
	9,810
	406
	33,357

	Renovation and interior fit-out
	5,426
	128
	15,042

	Investment holding
	-
	(492)
	856

	Others
	-
	4
	22

	Total before Group elimination
	15,236
	46
	49,277

	Inter segment elimination
	(3,836)
	-
	-

	
	
	
	

	After elimination
	11,400
	46
	49,277


	Period ended 31 Mac 2007

	Turnover

RM ‘000
	Profit /(Loss)

Before Taxation

RM ‘000
	Total Assets

Employed

RM ‘000

	Manufacture and trading of furniture
	6,008
	4,210
	63,239

	Renovation and interior fit-out
	4252
	990
	29,156

	Investment holding
	-
	15,142
	133,777

	Others
	-
	(15,571)
	39,091

	Total before Group elimination
	10,260
	4,771
	265,263

	Inter segment elimination
	(2,606)
	17,095
	(212,497)

	
	
	
	

	Turnover after elimination
	7,654
	21,866
	52,766


10. Valuation of Property, Plant and Equipment

There were no changes in the valuation of the property, plant and equipment reported in the previous audited financial statements that will have an effect in the current financial quarter under review. 

11. Material Events Subsequent to the Quarter End

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. 

12. Changes in Group Composition
There were no changes in the composition of the Group for the financial quarter under review.
13. Changes in Contingent Liabilities

There were no changes in contingent liabilities or contingent assets as at the date of this announcement.

14. Related party transactions 
	(All figures in RM’000)
	Current quarter
	Year-to-

Date

	Rent payable to Cipta Sentosa Sdn Bhd
	48
	48


ADDITIONAL INFORMATION REQUIRED PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

15. Review of Performance

Turnover for the quarter rose by 49% to RM11.4 million from RM7.7 million in the same period a year ago. Manufacturing & Export division registered an 84% increase in turnover on higher casegoods sales to Starbucks for Asia Pacific region and shop fixtures to new customers in the US and Europe. The Kitchen Project operations achieved a 160% improvement in sales on contracts secured and installed while the traditional interior fit-out operations turnover felled by 6%. Group operating pre-tax profit was RM0.05 million for the quarter compared to RM21.9 million last year. The results are not comparable due to the very substantial one-time gains from interest write-back on completion of the debt restructuring in last year’s results. After accounting for tax and minority interest the loss attributable to shareholders for the quarter was RM31,000.
16. Comparison with Preceding Quarter 

Pre-tax profit for the current quarter felled by 95% from RM1.0 million in the preceding quarter due to the 42% drop in turnover in the current quarter.  
17. Current Year Prospects. 

The Manufacturing & Export division is confident of improving its turnover in 2008 and expects the growth impetus to come from new customers in the US while sales to the Asia Pacific region will continue to expand at a more moderate rate. The Kitchen Project operations has already secured contracts in hand that exceeds last year’s amount but the prospect for the traditional Interior Fit-out operation will hinge on the success of its initiatives to secure projects overseas as the local market prospect is not expected to improve. The 1st quarter achievement is commendable considering that it is traditionally the slowest quarter for the Group. 
18. Profit Forecast and Profit Guarantee

Not applicable.

19. Taxation  

Current Quarter

  Year-to-date







       RM’000

      RM’000
Current year provision / (write-back)

  - 


  -
Under/(over) provision in prior years
     
  -


  -

Deferred tax   


                    
  78


  78







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

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

Total tax





  78


 78






       ========

      =========
20. Unquoted Investments and/or Properties 

There was no disposal of properties and unquoted investments during the current quarter. 

21. Quoted securities 

There was no material acquisition or disposal of quoted securities during the current quarter.

22. Status of corporate proposal  

Bursa Malaysia Securities Berhad has no further comment on the substitution of the Terengganu land and the substitution with the Puchong factory is being effected. 
23. Group borrowings and debt securities as at end of reporting period

· Group Borrowings :

	RM’000
	Short term
	Long term

	Secured :
	
	

	   Bank overdrafts
	     1,004
	-

	   Bankers acceptances
	1,966
	-

	   Term loan due within 12 months 
	260
	-

	   Hire Purchase more than 12 months
	34
	63

	
	
	

	Unsecured :
	
	

	   Bank overdrafts
	366
	-

	   Bankers’ acceptances
	4,869
	-

	   Revolving credit
	500
	-

	
	
	

	Total group borrowings
	8,999
	63


· Debt Securities :

	Secured :
	Short term
	Long term

	   Redeemable Secured Loan Stocks
	-
	1,900

	
	
	

	Total debt securities
	-
	1,900


24. Off Balance Sheet Financial Instruments. 

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

25. Changes in material litigation since last 31 December 2007  

There were no changes in material litigation during the interim period to-date except for

a) Forfeiture of the Terengganu land. - The 5 June 2008 hearing date has adjourned due to court vacation and the new date has not been informed by the court.
26. Dividend declared

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

27. Basic/diluted earnings per share. 

The basic earnings per share has been calculated based on the Group’s loss after taxation and minority interests of RM31,000 and the average number of shares in issue during the quarter of 82,695,900. The diluted earnings per share was calculated based on the average number of shares and warrants in issue during the quarter which amounted to 114,267,328. 
