
FSBM HOLDINGS BERHAD

Company No.: 115609-U

Quarterly report on consolidated results for the fourth quarter ended 31 December 2004.
The figures have not been audited.

Unaudited Condensed Consolidated Income Statement


Individual

Quarter

Cumulative

Quarter


Current

Year

Quarter

31/12/2004
Preceding

Year

Correspon-ding

Quarter

31/12/2003

Current

Year

To Date

31/12/2004
Preceding

Year

Correspon-ding

Period

31/12/2003


RM ‘000
RM ‘000

RM ‘000
RM ‘000








Revenue


20,740
9,889

63,492
48,932

Operating expenses


(14,204)
(15,256)

(58,169)
(67,784)

Other operating income


467
228

1,686
1,179

Profit/(loss) from operations


7,003
(5,139)

7,009
(17,673)

Finance costs


(46)
(375)

(1,363)
(1,477)

Share of profit/(losses) of associated companies
34
206

131
(190)








Profit/(loss) from ordinary activities before tax


6,991
(5,308)

5,777
(19,340)

Taxation


(139)
(6)

(140)
91

Profit/(loss) from ordinary activities after tax


6,852
(5,314)

5,637
(19,249)

Minority interest


(928)
(147)

(2,532)
(15)

Net profit/(loss) for the period
5,924
(5,461)

3,105
(19,264)















Earnings per share:






- basic
11.58
(10.68)

6.07
(37.66)

- diluted
11.50
(10.68)

6.03
(37.66)

(The unaudited Condensed Consolidated Income Statement should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2003 and the accompanying explanatory notes attached to the interim financial report)

Unaudited Condensed Consolidated Balance Sheet

AS AT END OF FINANCIAL 

YEAR END

31/12/2004

AS AT PRECEDING FINANCIAL 

YEAR END

31/12/2003


RM ‘000

RM ‘000






Non current assets




Property, plant and equipment
57,623

43,822

Intangible assets
79

146

Investment in associated companies
2,260

2,198

Other investments
1,486

1,532






Current assets




Inventories
67

28

Receivables
34,171

48,896

Tax recoverable
339

331

Deposits with licensed banks
2,092

1,631

Cash and bank balance
3,020

10,934


39,689

61,820






Current liabilities




Payables
20,293

34,950

Hire Purchase Creditor
277

277

Short term borrowings
5,960

23,065

Provision for tax
0

0


26,530

58,292






Net current assets
13,159

3,528






Less: Non current liabilities




Deferred tax liabilities
5,064

0

Long term borrowings
5,547

6,189

Hire Purchase Creditor
276

553


10,887

6,742







63,720

44,484











Capital and reserves




Share Capital
51,150

51,150

Reserves
7,998

(8,706)

Shareholders’ equity

59,148

42,444

Minority interest
4,572

2,040


63,720

44,484






Net tangible assets per share (RM)
1.15

0.83

(The unaudited Condensed Consolidated Balance Sheet should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2003 and the accompanying explanatory notes attached to the interim financial report)

Unaudited Condensed Consolidated Statement of Changes in Equity


Non-Distributable
Distributable


Share capital
Share

Premium
Revaluation

Reserve
Exchange difference
Retained earnings
Total


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









Balance as at 

1 January 2004
51,150
8,369
-
609
(17,684)
42,444









Currency translation differences
-
-
-
65
-
65

Surplus arising from revaluation of land & building, net of tax
-
-
13,534
-
-
13,534

Net profit/(loss) for the financial year
-
-
-
-
3,105
3,105









Balance as at 

31 December 2004
51,150
8,369
13,534
674
(14,579)
59,148









Balance as at 

1 January 2003
51,150
8,369
-
468
1,574
61,561









Accretion arising from additional shares issued by subsidiary
-
-
-
-
6
6

Currency translation differences
-
-
-
141
-
141

Net loss for the financial year


-
-
-
-
(19,264)
(19,264)

Balance as at 

31 December 2003
51,150
8,369
-
609
(17,684)
42,444

(The unaudited Condensed Consolidated Statement Of Changes in Equity should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2003 and the accompanying explanatory notes attached to the interim financial report)

Unaudited Condensed Consolidated Cash Flow Statement



31 December

2004

31 December

 2003



RM’000

RM’000

Net profit/(loss) attributable to shareholders


3,105

(19,264)

Adjustments for : -








Non-cash items

Non-operating items


6,163

2,540

4,813

114

Operating profit/(loss) before changes in working capital


11,808

(14,337)








Changes in working capital






Net change in current assets


14,576

(11,269)

Net change in current liabilities


(14,769)

10,977

Cash generated from operations


11,615

(14,629)








Tax refund/(paid)


(13)

1,739

Interest paid


(1,252)

(1,589)

Interest received


53

342








Net cash flows from operating activities


10,403

(14,137)








Investing Activities






· Purchase of property, plant & equipment


(2,722)

(4,035)

· Proceeds from disposal of property, plant &  equipment


2,845

1,513

· Purchase of development assets


0

(2)

· Other investments


7

1,801

Net cash flows from investing activities


130

(723)








Financing Activities






· (Repayment)/Draw down of term loan


(17,747)

17,006

· Deposit held as security


0

297

· Others


(277)

830

Net cash flows from financing activities


(18,024)

18,133








Net Change in Cash & Cash Equivalents


(7,491)

3,273








Currency Translation Differences


38

161




(7,453)

3,434








Cash & Cash Equivalents at beginning of the year


12,565

9,131








Cash & Cash Equivalents at end of the year

  Note (a)
5,112
(b)
12,565

(a) Consists of deposits with licensed banks (RM2,092,000) and cash and bank balance (RM3,020,000) less deposits pledged as security (RM Nil).

(b) Consists of deposits with licensed banks (RM1,631,000) and cash and bank balance (RM10,934,000) less deposits pledged as security (RM Nil).

 (The unaudited Condensed Consolidated Cash Flow Statement should be read in conjunction with the audited financial statements of the Group for the year ended 31st December 2003 and the accompanying explanatory notes attached to the interim financial report)

Notes to Interim Financial Report.

1. Accounting Policies
      The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim             Financial Reporting.   

The interim financial report should be read in conjunction with the audited financial statements of the    Company for the year ended 31 December 2003.    

      The accounting policies and methods of computation adopted by the Group in this interim financial    report are consistent with those adopted in the financial statements for the year ended 31 December 2003 except for the revaluation of freehold land and buildings on 29 March 2004 included in property, plant and equipment.

2. Audit Report
      The audit report of the Group’s most recent annual audited financial statements for the year ended 31 December 2003 was not subject to any qualification.

3. Seasonal or Cyclical Factors 
      Overall, the business operations of the Group were not affected by any seasonal or cyclical factors.

4. Unusual Items 
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the                    financial period under review because of their nature, size, or incidence.

5. Changes in Estimates

There were no changes in estimates of amounts reported in prior quarters of the current financial year or changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter. 

6. Debt and Equity Securities

There were no issuance and repayment of debts and equity securities, share buy-backs, share     cancellations, shares held as treasury shares and resale of treasury shares during the financial period ended 30 September 2004. 

7. Dividends Paid

No dividend has been declared for the current financial period under review.

8. Segmental Reporting
Segment analysis for the current year quarter and financial period ended 31 December 2004 are set out below:


Solution
Smart 

Community
Communication 

&

Multimedia
Education
Investment

Holding

&

Others
Elimination
Group


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

Quarter

Ended

31/12/04

















External

 Sales
7,806
236
7,287
5,411
0
0
20,740












Internal

 Sales
1,001
0
4
2,914
0
(3,919)
0










Total

 Sales
8,807
236
7,291
8,325
0
(3,919)
20,740










(Loss)/

Profit

From 

Operations
387
4,833
(201)
2,422
(5,145)
4,707
7,003



















Financial

Year Ended

31/12/04

















External

 Sales
16,929
551
24,935
21,077
0
0
63,492










Internal

 Sales
1,057
0
7,226
6,459
0
(14,742)
0










Total

 Sales
17,986
551
32,161
27,536
0
(14,742)
63,492










(Loss)/

Profit

From 

Operations
394
4,814
(855)
7,674
(8,248)
3,210
7,009










8 Segmental Reporting (Continued)

Solution
Smart 

Community
Communication 

&

Multimedia
Education
Investment

Holding

&

Others
Elimination
Group


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

Quarter

ended

31/12/03

















External

 Sales
1,560
422
4,717
3,190
0
0
9,889










Internal

 Sales
349
(3)
1,532
631
0
(2,509)
0










Total

 Sales
1,909
419
6,249
3,821
0
(2,509)
9,889










(Loss)/

Profit

From 

Operations
(937)
(264)
167
(3,674)
(12,963)
12,532
(5,139)



















Financial Year

Ended

31/12/03

















External

 Sales
12,219
4,605
21,521
10,587
0
0
48,932










Internal

 Sales
1,536
15
5,036
3,496
0
(10,083)
0










Total

 Sales
13,755
4,620
26,557
14,083
0
(10,083)
48,932










(Loss)/

Profit

From 

Operations
(490)
(5,081)
(605)
(5,893)
(18,574)
12,970
(17,673)










9. Property, Plant and Equipment

The carrying value of freehold land and buildings is based on a valuation carried out on 29 March 2004 by independent qualified valuers using the market value basis to reflect fair value.

10. Events Subsequent to the Balance Sheet Date

There are no material events subsequent to the end of the period under review that has not been reflected in the quarterly report.

11. Changes in the Composition of the Group
There were no changes in the composition of the Company and of the Group in the current quarter except as disclosed below:-

On 26 April 2004, the Company acquired 1ordinary share of RM1.00, representing 50% of the total issued and paid up share capital of FSBM Egate Sdn Bhd (“Egate”) for a total cash consideration of RM1.00. After the acquisition, Egate became a wholly owned subsidiary of the Company. The acquisition will not have any significant effect on the earnings of the Company and Group for the financial year ended 31 December 2004.

On 1 July 2004, the Company acquired 169,320 ordinary shares of RM1.00 each, representing 30% of the total issued and paid up share capital of FSBM Mantissa (Malaysia) Sdn Bhd (“Mantissa”) for a total cash consideration of RM1.00. After the acquisition, Mantissa became a wholly owned subsidiary of the Company. The acquisition will not have any significant effect on the earnings of the Company and Group for the financial year ended 31 December 2004.

On 16 December 2004, the Company also acquired 49 ordinary shares of RM1.00 each, representing 49% of the total issued and paid up share capital of FSBM-Isis Sdn Bhd (“Isis”) for a total cash consideration of RM1.00. After the acquisition, Isis became a wholly owned subsidiary of the Company. The acquisition will not have any significant effect on the earnings of the Company and Group for the financial year ended 31 December 2004

12. Changes in Contingent Liabilities or Contingent Assets


Financial

Year Ended

31/12/2004


Financial 

Year Ended

31/12/2003




RM ‘000
RM ‘000

a) Contingent liabilities



    Performance guarantees given by the Company to third party in connection with mutual acquisition of business opportunities.
-
250

    Legal case in respect of FSBM Learning Media Sdn Bhd Vs New Media International Ltd (See Note 22)
-
4,459

b) Contingent assets



                   There were no contingent assets as at the end of the current quarter and at the last annual     

                    balance sheet date.

13. Review of Performance

For the current year ended 31 December 2004, the Group recorded higher revenue of RM63.5 million against RM48.9 million in the preceding year.

The Group’s profit before taxation and minority interest for the current period under review was RM5.8 million as compared to a loss before taxation and minority interest of RM19.3 million in the preceding year. The higher profit is attributable to higher revenue from the Education and the Communication and Multimedia sectors and the recognition of profits on completion of projects in the Smart Community segment. 

14. Review of Quarterly Results
The Group reported revenue of RM20.7 million for the current quarter under review as compared to RM11.8 million for the preceding third quarter.  

The Group’s profit before taxation and minority interest for the current quarter under review was RM7.0 million as compared to a loss before taxation and minority interest of RM1.9 million in the preceding third quarter. The higher profit was attributable to the commencement of the Malaysian Teachers Training Programme in the current quarter under review as well as the recognition of profits on completion of certain projects in the Smart Community segment.

15. Current Year Prospects 

The Group is pleased to note that there was a marked increase in the numbers of ICT projects hence, increased opportunities, coming from the private and public sectors towards the end of 2004. 

In spite of the highly competitive situation in the VOIP business, FSBM Net Media Sdn.Bhd. has been profitable over the past 2 years and is expected to remain profitable in 2005.

FSBM M2B Sdn.Bhd. is continuing to make progress in providing its broadband contents to the vast China market through collaborating with the regional Telecom companies, Internet Service Providers as well as Internet Content Providers. 

In mid 2004, the Ministry of Education awarded a RM 114 million contract to one of the Group’s associate company. The contract is to train teachers in the application of technology in classroom teaching. The Group will jointly implement this contract with the said associate company over the next 3 years. Rollout started in the third quarter of 2004 and this project is expected to contribute significantly to the Group’s result from 2005. The Group has also taken the same teacher training program and promoted it to the other ASEAN countries. 

The Group is continuing its plan to streamline operations and to manage costs. Tenancy of the Group’s corporate building in Cyberjaya has achieved the 90% level towards the end of 2004; a significant percentage of which is from external companies. Recurring rental income will therefore contribute positively to the Group’s results in 2005.

The Group’s investment in Amaru Inc was listed on the NASDAQ OTC in November, 2004. The Group currently holds 2,303,322 shares in Amaru Inc for an initial investment of RM 1.1 million. The last transacted price up to 31st December, 2004 was US$ 3 per share. The Group intends to dispose off this investment at opportune times in the near future.

16. Variance from Forecast Profit and Profit Guarantee

Not applicable.

17. Taxation
       Taxation comprises:


Current

Year

Quarter

31/12/2004
Preceding

Year

Correspon-ding

Quarter 

31/12/2003
Current

Year

To Date

31/12/2004
Preceding

Year

Correspon-ding

Period

31/12/2003


(RM’000)
(RM’000)
(RM’000)
(RM’000)

Taxation – current





   - Company  and   subsidiaries
(5)
(6)
(6)
19

Deferred taxation
(134)
-
(134)
72


(139)
(6)
(140)
91

The explanation of the relationship between tax expense and profit/ (loss) from ordinary activities before tax is as follows:


Current

Year

Quarter

31/12/2004
Preceding

Year

Correspon-ding

Quarter 

31/12/2003
Current

Year

To Date

31/12/2004
Preceding

Year

Correspon-ding

Period

31/12/2003


(RM’000)
(RM’000)
(RM’000)
(RM’000)

Profit/(loss) from ordinary activities before tax
6,991
(5,308)
5,777
(19,340)







Tax calculated at the Malaysian tax rate of 28%
1,958
(1,486)
1,618
(5,415)







Tax effects of:





- interest income separately   

  assessed
6
6
6
6

- expenses not deductible for tax     

  purposes
313
3
556
432

- pioneer (income)/loss
(2,999)
(111)
(3,219)
477

- income not subject to tax
1
(389)
(1)
(389)

- current year tax loss not 

  recognized 
313
678
340
3,155

- deductible temporary differences 

  not recognized
953
1,279
1,463
1,681

- benefit from previously  

  unrecognized tax losses
(406)
27
(623)
(12)

- (over)/under accrual in prior 

  year
-
(1)
-
(26)







Tax (credit)/expense
139
6
140
(91)

18. Sale of Investments and Properties
There were no sales of investments and/or properties for the financial period under review except for the disposal of freehold building and furniture with the net book value of RM 1.96 million in  October 2004 at the disposal price of RM 2.07 million which resulted in a gain on disposal of RM 0.11 million.       

19. Purchase/Disposal of Quoted Securities
There were no dealings in quoted securities for the financial period under review.


The details of investments in quoted shares as at 31 December 2004 are as set out below: -


RM ‘000

Quoted shares in Malaysia:


At Cost


Provision for diminution in value


At market value

Shares listed outside Malaysia

       At Cost

      At last transacted price up to 31 December, 2004
1,239

(888)

  351   

  351

1,100

26,246



20. Corporate Proposals
       Corporate proposal announced but not yet completed at the date of this report is as listed below:

As announced on 10 October 2003, the Company’s two (2) subsidiary companies, namely, FSBM Net Media Sdn Bhd and FSBM M2B Sdn Bhd had submitted an application to the Bursa Malaysia Securities Berhad (“Bursa Malaysia”) and the Securities Commission, for admission to the MESDAQ Market of the Bursa Malaysia via a holding company, FSBM Broadband Systems Berhad. Subsequently, on 24 December 2004, Bursa Malaysia had rejected the application. An appeal to Bursa Malaysia was submitted on 20 January 2005.

21. Group Borrowings

       The details of the Group’s borrowings as at 31 December 2004 are as set out below: -


Secured/

Unsecured
RM’000





Short term borrowings 
Secured
5,960

Long term borrowings
Secured
5,547



11,507

As previously announced on 13 January 2003, the Company has accepted a secured Term Loan Credit Facility of RM17.0 million from Malaysian Debt Ventures Berhad (MDV) which payment has been extended to 30 October 2004. This loan has been fully settled by 30 October 2004.


On 17 June 2003, the Company has drawn-down a Time Loan for the sum of RM5.0 million under credit facilities with Citibank Berhad. On 1 March 2004, the Company has made repayment amounting to RM1.0 million in respect of the said time loan facility. Subsequently, on 15 March 2004, the said time loan facility has been converted into term loan payable by 24 equal monthly installments plus interest commencing 1 April 2004.

      On 11 December 2003, a wholly owned subsidiary of the Company has accepted a Hire Purchase Facility from Alliance Finance Berhad for the sum of RM830,000. Up to 31 December 2004, the subsidiary has made repayment amounting to RM276,669 in respect of the said hire purchase facility.


On 29 September 2004, the Company has drawn-down a Short Term Revolving Credit of RM1.0 million from Malayan Banking Berhad. This facility was fully settled on 27 December, 2004.               Subsequently, on 27 December 2004, the Company has drawn-down another RM1.0 million which is fully repayable plus interest of RM11,842.47 within 90 days. 

22. Off Balance Sheet Risk Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of issue of this quarterly        report.

23. Material Litigation
KT Technology (M) Sdn Bhd

The Company has filed the Creditor’s Petition with the official assignee against the 5th defendant, the judgment debtor on 25 February 2003. At the hearing on 13 November 2003, the court has struck off the proceedings as the official assignee has informed the court that the 5th defendant was adjudicated a bankrupt on 13 March 2003. The Company has on 17 February 2004 filed the Proof of Debt General Form and General Proxy with the official assignee in respect of the 5th defendant.

In relation to the above litigation, the 2nd  and 3rd defendants are bankrupt as confirmed in the recent bankruptcy search. The Company has filed the Proof of Debt General Form and General Proxy with the official assignee for both defendants.

Dataprep Distribution Sdn Bhd

On 4 June 2004, the Company has filed the Proof of Debt General Forms, General Proxy and Special Proxy with the Director General of Insolvency in respect of the defendant.
FSBM Learning Media Sdn Bhd (“FLM”) Vs New Media International Limited (“NMI”)

On 3 March 2004, FLM and NMI had reached a settlement through mediation where FLM paid NMI £100,000 on 18 March 2004 as full and final settlement of the litigation and all disputes between the parties. The consent order was entered with the High Court of Justice, Chancery Division, in England, between FLM and NMI on 4 May 2004.

24. Basic Earnings Per Share

The basic earnings per share for the financial period is calculated based on the Group’s net profit/(loss) for the period attributable to ordinary shareholders and divided by the number of ordinary shares in issue during the financial period.


Current

Year

Quarter

31/12/2004
Preceding

Year

Correspon-ding

Quarter 

31/12/2003
Current

Year

To Date

31/12/2004
Preceding

Year

Correspon-ding

Period

31/12/2003







Group’s profit/(loss) attributable to ordinary shareholders (RM)
5,924,000
(5,461,000)
3,105,000
(19,264,000)







Number of ordinary shares in issue at the beginning of the period 
51,150,000
51,150,000
51,150,000
51,150,000







Basic earnings per share (sen)
11.58
(10.68)
6.07
(37.66)

25. Diluted Earnings Per Share


The diluted earnings per share is calculated based on the Group’s net profit/(loss) for the period attributable to ordinary shareholders and divided by the number of ordinary shares in issue plus the weighted average number of ordinary shares which would be issued on conversion of all dilutive potential ordinary shares into ordinary shares as follows: -


Current

Year

Quarter

31/12/2004
Preceding

Year

Correspon-ding

Quarter 

31/12/2003
Current

Year

To Date

31/12/2004
Preceding

Year

Correspon-ding

Period

31/12/2003







Group’s profit/(loss) attributable to ordinary shareholders (RM)
5,924,000
(5,461,000)
3,105,000
(19,264,000)







Number of ordinary shares in issue at the beginning of the period 
51,150,000
51,150,000
51,150,000
51,150,000

ESOS:





Weighted average number of   unissued shares
1,716,328
-
1,716,328
-

Weighted average number of  shares that would have been issued at fair value
(1,362,165)
-
(1,362,165)
-


51,504,163
51,150,000
51,504,163
51,150,000







Diluted earnings per share (sen)
11.50
(10.68)
6.03
(37.66)

26. Disclosure in Relation to Internet-Related Businesses on E-Commerce Activities

FSBM Egate Sdn Bhd remained dormant. 

27. Provision of Financial Assistance

The Company has obtained a mandate on 25 June 2003 from its shareholders pursuant to paragraph 10.09 of the Listing Requirements to provide financial assistance to its associate and subsidiary companies.

As at 31 December 2004, advances previously granted to FSBM I-Design Sdn Bhd, a 70% owned subsidiary company has been fully settled.

The above provision of advances is not expected to have any significant impact on the earnings and net tangible assets of the Group for the financial year ending 31 December 2004.
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