QUARTERLY REPORT

Notes:

1. BASIS OF PREPARATION

The interim financial report has been prepared in accordance with Financial Reporting Standards 134 “Interim Financial Reporting” and Chapter 7 Part VI of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market (“MMLR”). The accounting policies and method of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 31 December 2004.

2. AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS

The audit report of the preceding annual financial statement was not subjected to any qualification.

3. SEASONALITY OR CYCLICALITY FACTORS

The business operations of the Group are not materially affected by any seasonal or cyclical factors. 

4. UNUSUAL ITEM

There were no unusual items that arose, which materially affected the assets, liabilities, equity, net incomes or cashflow of the Group in the quarterly financial statements under review.

5. CHANGES IN ESTIMATES

There were no changes in estimates of amounts in prior financial period, which have a material effect in the current quarter under review.

6. DEBT AND EQUITY SECURITIES

Save as disclosed in Note 19 below, there were no issuance and repayment of debt and equity securities, shares buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current quarter and financial year to date.

7. DIVIDENDS PAID

No dividend was paid during the financial period ended 30 September 2005.
8. SEGMENTAL REPORTING

Segmental revenue and results for the current quarter and financial year to date were as follows:    

	CURRENT QUARTER 
	
	
	
	Air filtration
	Liquid filtration
	
	
	
	

	
	
	
	Investment
	system
	system
	Manufacturing
	Others
	Elimination
	Total

	
	
	
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	Revenue:
	
	
	
	
	
	
	
	

	Sales
	
	
	-
	7,608
	174
	240
	-
	(846)
	7,177

	
	
	
	-
	7,608
	174
	240
	-
	(846)
	7,177

	
	
	
	
	
	
	
	
	
	

	Results:
	
	
	
	
	
	
	
	
	

	Profit/(loss) before tax
	31
	926
	(18)
	(136)
	(6)
	-
	797

	
	
	
	
	
	
	
	
	
	

	Other information
	
	
	
	
	
	
	
	

	Depreciation
	
	-
	52
	12
	12
	-
	-
	76

	Amortisation of 

intangible assets
	-
	-
	-
	-
	6
	-
	6


	YEAR TO DATE
	
	
	
	Air filtration
	Liquid filtration
	
	
	
	

	
	
	
	Investment
	system
	system
	Manufacturing
	Others
	Elimination
	Total

	
	
	
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	Revenue:
	
	
	
	
	
	
	
	

	Sales
	
	
	-
	16,362
	1,295
	606
	-
	(2,092)
	16,172

	
	
	
	-
	16,362
	1,295
	606
	-
	(2,092)
	16,172

	
	
	
	
	
	
	
	
	
	

	Results:
	
	
	
	
	
	
	
	
	

	Profit/(loss) before tax
	67
	1,385
	(75)
	(182)
	(17)
	-
	1,178

	 
	
	
	
	
	
	
	
	
	

	Other information
	
	
	
	
	
	
	
	

	Depreciation
	
	-
	136
	38
	37
	-
	-
	211

	Amortisation of 

intangible assets
	-
	-
	-
	-
	17
	-
	17


There is no presentation of the geographical segment as the Group’s activities are predominantly held in Malaysia.

9. SUBSEQUENT/MATERIAL EVENTS

There were no events materially affecting the results of the Group for the current quarter and financial year to date which might have occurred between 30 September 2005 and the date of this report.

10. CHANGES IN THE COMPOSITION OF THE GROUP

Save as disclosed in Note 19 below, there was no material change in the composition of the Group for the current quarter and financial year to date.

11. CONTINGENT LIABILITIES

There were no contingent liabilities or contingent assets for the current quarter under review.

12. PERFORMANCE REVIEW

For the nine months ended 30 September 2005, the Group recorded a turnover and pretax profit of RM16.172 million and RM1.178 million respectively. The turnover and profit were mainly contributed by its air filtration system division for cleanroom projects. 

13. COMPARISON WITH PRECEDING QUARTER

For the third quarter ended 30 September 2005, the Group achieved a turnover of RM7.177 million and profit before tax of RM0.797 million. Compared to the turnover of RM3.826 million and loss before tax of RM0.043 million recorded in the second quarter ended 30 June 2005 respectively, the higher turnover of 87.58% and profit were mainly attributed to higher demand for the Group’s services for high end cleanroom in the pharmaceutical market segment. 

14. CURRENT YEAR PROSPECTS

Barring unforeseen circumstances, the performance of the Group is expected to improve further in the final quarter ending 31 December 2005.

15. PROFIT FORECAST/PROFIT GUARANTEE

There was no profit forecast provided in a public document or profit guaranteed by the Group and this is not applicable to the Group.

16. TAXATION

	
	
	
	Individual period
	Cumulative period

	
	
	
	Current year
	Preceding year
	Current year
	Preceding year

	
	
	
	Quarter
	corresponding
	to-date
	corresponding

	
	
	
	
	quarter
	
	period

	
	
	
	30.09.05
	30.09.04
	30.09.05
	30.09.04

	
	
	
	RM'000
	RM'000
	RM'000
	RM'000

	Current taxation
	
	284
	NA
	457
	NA

	(Over)/Under provision of income
	-
	NA
	-
	NA

	Tax in prior period/year
	-
	NA
	-
	NA

	
	
	
	284
	N/A
	457
	N/A

	Deferred tax
	
	(5)
	NA
	(29)
	NA

	
	
	
	279
	NA
	428
	NA


The Group’s effective tax rate is higher than the statutory tax rate for the current quarter under review mainly due to tax losses of certain subsidiary companies which cannot be set-off against the taxable profits of other subsidiary companies.
17. SALE OF UNQUOTED INVESTMENT AND/OR PROPERTIES

There was no disposal of unquoted investments and/or properties for the current quarter and financial year to date.

18. PURCHASE/DISPOSAL OF QUOTED SECURITIES

There was no purchase/disposal of quoted securities for the current quarter and financial year to date.

19. CORPORATE DEVELOPMENTS

In conjunction with, and as an integral part of the listing of and quotation of the entire enlarged issued and paid-up share capital of the Company on the MESDAQ Market, the Company undertook a restructuring scheme which involved the following:-

a) Acquisition of ETSB

The acquisition of the entire issued and paid-up share capital of ETSB comprising 250,000 ordinary shares of RM1.00 each for a purchase consideration of RM1,444,004 satisfied by the issuance of 54,843 new ordinary shares of RM1.00 each in QUEST at an issue price of approximately RM26.33 each.

b) Acquisition of EMECS

Acquisition of the entire issued and paid-up share capital of EMECS comprising 100,000 ordinary shares of RM1.00 each for a purchase considerations of RM572,002 satisfied by the issuance of 21,724 new ordinary shares of RM1.00 each in QUEST at an issue price of approximately RM26.33 each.

c) Call options on QSE

Two (2) call options exercised to purchase the remaining 80% issued and paid-up share capital of Quest System & Engineering Sdn Bhd (“QSE”) for a purchase consideration of RM80,000 satisfied by cash.

d) Bonus issue

A revaluation of subsidiaries based on the net assets of the subsidiaries carried at Company’s level. Bonus issue of 6,688,755 ordinary shares of RM1.00 each through utilisation of Revaluation Reserve and Share Premium Account.

e) Share split

Share split by subdividing every existing one (1) ordinary share of RM1.00 each in Quest into ten (10) ordinary shares of RM0.10 par value each after (a) to (d) above. 

f) Public issue

Public issue of 26,180,000 new ordinary shares of RM0.10 each in QUEST at an issue price of RM0.38 per share payable in full on application comprising:

· 5,000,000 new ordinary shares of RM0.10 each available for application by the Malaysian Public;

· 1,180,000 new ordinary shares of RM0.10 each available for application by eligible directors and employees of QUEST and its subsidiaries; and

· 20,000,000 new ordinary shares of RM0.10 each by way of private placement.

g)
Listing 

Listing of and quotation for the entire enlarged issued and paid-up share capital of QUEST comprising 97,980,000 ordinary shares of RM0.10 each on the MESDAQ Market of Bursa Securities.

The transactions for items a) to e) above were completed on 6 January 2005 and items f) and g) on 1 June 2005.

On 25 October 2005, the Company announced that it has successfully bid in a public auction held on 24 October 2005, for a property bearing a postal address of No. 6, Jalan Salung 33/26, Shah Alam Technology Park, Section 33, 40460 Shah Alam, Selangor Darul Ehsan for a total cash purchase consideration of RM5.13 million ("Acquisition").

Shareholders’ approval for the ratification for the Acquisition will be obtained in an Extraordinary General Meeting to be convened.
      Status of Utilisation of Proceeds

The proceeds from the public issue of RM9.948 million are expected to be fully utilised in the manner set out below:-

	Purpose

	Amount
	Expected time frame for utilisation

	
	RM’000
	

	Unutilised:
	
	

	Capital Expenditure
	2,000
	Within 2 years from date of listing

	Working Capital
	4,607
	Within 2 years from date of listing

	R&D expenses
	500
	Within 5 years from date of listing

	Listing expenses
	193
	Within 6 months from date of listing

	
	7,300
	

	
	
	

	Utilised:
	
	

	Working Capital
	1,341
	

	Listing expenses
	1,307
	

	
	2,648
	

	
	
	

	Total
	9,948
	


20. GROUP BORROWINGS AND DEBT SECURITIES

The following are the bank borrowings of the Group as at 30 September 2005:-

	
	RM’000

	Short-Term Borrowings:
	

	Bank Overdraft
	827

	Bankers Acceptances/Trust Receipts
	62

	HP Creditors
	31

	Term Loan
	3

	     TOTAL
	923

	
	

	Long-Term Borrowings:
	

	HP Creditors
	473

	Term Loan
	173

	     TOTAL
	646

	
	

	
	

	
	


21. OFF BALANCE SHEET RISK FINANCIAL INSTRUMENTS

There were no financial instruments with material off balance sheet risk as at the date of this report.
22. MATERIAL LITIGATION

As at the date of this report, the Group has no material litigation which might materially and adversely affect the position or business of the Group.

23. DIVIDENDS

The Board of Directors does not recommend any payment of dividend for the current quarter ended 30 September 2005.

24. EARNINGS/(LOSS) PER ORDINARY SHARE

	
	
	
	
	Individual period
	Cumulative period

	
	
	
	
	Current year
	Preceding year
	Current year
	Preceding year

	
	
	
	
	quarter
	corresponding
	to date
	corresponding

	
	
	
	
	
	quarter
	
	period

	
	
	
	
	30.09.05
	30.09.04
	30.09.05
	30.09.04

	
	
	
	
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	
	
	

	Basic Earnings per share
	
	
	
	
	

	Net profit for the period
	
	518
	NA
	750
	NA

	
	
	
	
	
	
	
	

	Weighted average no. of ordinary
	97,980
	NA
	83,049
	NA

	shares in issue (‘000)
	
	
	
	
	
	

	
	
	
	
	
	
	 
	

	Basic earnings per share (sen)
	
	0.53
	NA
	0.90
	NA

	
	
	
	
	
	


The Company does not have any financial instrument in issue or other contract that may entitle its holders to ordinary share which may dilute its basic earnings per share.
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