NOTES TO THE QUARTERLY REPORT – 30 SEPTEMBER  2007
Part A – Explanatory Notes Pursuant to FRS 134 – Interim Financial Reporting

1. BASIS OF PREPARATION

This interim financial report is unaudited and has been prepared in accordance with Financial Reporting Standards 134 “Interim Financial Reporting” and Chapter 9 Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market (“MMLR”). 

This interim financial report should be read in conjunction with the audited financial statements for the financial year ended 31 December 2006. 

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 financial year ended 31 December 2006. 

2. CHANGES IN ACCOUNTING POLICIES

The accounting policies and methods of computations adopted in this interim financial statements are consistent with those adopted in the audited financial  statements for the financial year ended 31 December 2006. 

3. AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENTS

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

4. SEASONALITY OR CYCLICALITY FACTORS 

The business operations of the Group are not materially affected by any seasonal or cyclical factors in the current financial quarter under review. 

5. 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 current financial quarter under review.

6. CHANGES IN ESTIMATES

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

7. DEBT AND EQUITY SECURITIES

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current financial quarter under review.

8. DIVIDENDS PAID

No dividend was paid during the financial period ended 30 September 2007.
9. SEGMENTAL REPORTING

	
	Individual Quarter

3 months ended
	
	Cumulative Quarter

9 months ended

	
	30.09.2007
	30.09.2006
	
	30.09.2007
	30.09.2006

	Segment Revenue
	
	
	
	
	

	Investment
	0
	0
	
	0
	0

	Air filtration system & ancillary

support services
	5,613
	6,470
	
	14,415
	21,970

	Liquid filtration system
	141
	760
	
	767
	2,550

	Manufacturing
	(29)
	427
	
	1,489
	1,195

	Total revenue including inter-segment sales
	5,725
	7,657
	
	16,671
	25,715

	Elimination of inter-segment sales
	(659)
	(1,681)
	
	(1,542)
	(4,311)

	Total Revenue
	5,066
	5,976
	
	15,129
	21,404

	
	
	
	
	
	

	Segment Profit Before Tax
	
	
	
	
	

	Investment
	(94)
	(39)
	
	(218)
	(12)

	Air filtration system & ancillary support services
	(175)
	456
	
	(1,995)
	1,787

	Liquid filtration system
	(39)
	70
	
	(132)
	228

	Manufacturing
	(704)
	(78)
	
	(1,048)
	(303)

	Unallocated cost / Elimination
	0
	0
	
	0
	0

	Total Profit/(Loss) before Tax
	(1,012)
	409
	
	(3,393)
	1,700


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

10. VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The Group did not revalue any of its property, plant and equipment during the current financial quarter under review.

11. SUBSEQUENT/MATERIAL EVENTS

There were no events materially affecting the results of the Group for the current financial quarter under review, which might have occurred between 30 September 2007 and the date of this report.

12. CHANGES IN THE COMPOSITION OF THE GROUP

There was no material change in the composition of the Group during the current financial quarter under review.

13. CONTINGENT LIABILITIES

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

14. CAPITAL COMMITMENTS

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

Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad for MESDAQ Market

1. PERFORMANCE REVIEW

For the current quarter, the Group recorded revenue of RM5.066 million and a loss after tax of RM0.984 million.  Compared to the revenue and profit after tax of RM5.976 million and RM0.288 million recorded in the corresponding quarter of the preceding financial year, the lower revenue of 15.23% and the loss were mainly attributed to the decrease in the local market demand for cleanroom services during the current financial quarter under review.  
2. VARIATION OF RESULTS AGAINST PRECEDING QUARTER

	
	Current Quarter
	Preceding Quarter

	
	Ended
	Ended

	
	30 September  2007
	30 June  2007

	
	RM’000
	RM’000

	
	
	

	Revenue
	5,066
	5,592

	Loss before taxation
	(1,012)
	(1,961)

	
	
	


The Group incurred a lower loss despite the decrease in revenue of 9.41% for this quarter as compared to last quarter were mainly due to the Group’s continuous effort to reduce its operational costs and commencement of contract works of a few larger scale projects in the third quarter.
3. CURRENT YEAR PROSPECTS

The local cleanroom industry is expected to be increasingly competitive amidst the uncertain economic condition resulting from oil price hikes. To mitigate the situation, efforts are being undertaken by the Group to identify and venture into new opportunities that will broaden the Group’s revenue base while still focusing on its core activities to improve profitability and competitiveness. Additionally, the Group is also in the midst of embarking on its regional expansion  plan.  Pursuant to the licence obtained from the Government of Vietnam for the setting up of a representative office in Ho Chi Minh City on 25 June 2007, the office was set up during the current financial quarter under review.  Currently, the Group is in the process of tendering for a few projects in Vietnam.  In view of the positive economy outlook in Vietnam, the Group expects the business operation in Vietnam to contribute positively to the Group in the near future.
 Barring unforeseen circumstances, the Group is expected to show further improvement in its operating performance for the remaining quarter for the financial year ending 31 December 2007.

4. PROFIT FORECAST/PROFIT GUARANTEE

There was no profit forecast provided or guaranteed by the Group.  As such, this is not applicable to the Group.
5. TAXATION

	
	
	
	Individual period
	Cumulative period

	
	
	
	Current year
	Preceding year
	Current year
	Preceding year

	
	
	
	Quarter
	corresponding
	to-date
	corresponding

	
	
	
	
	quarter
	
	period

	
	
	
	30.09.07
	30.09.06
	30.09.07
	30.09.06

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

	
	
	
	
	
	

	Current taxation
	
	5
	134
	34
	443

	(Over)/Under provision of income Tax in prior period/year
	(26)
	(2)
	(26)
	(2)

	
	
	
	(21)
	132
	8
	441

	Deferred tax
	
	(7)
	(11)
	(23)
	(14)

	
	
	
	(28)
	121
	(15)
	427


6. SALE OF UNQUOTED INVESTMENT AND/OR PROPERTIES

There was no disposal of unquoted investments and/or properties during the current financial quarter under review.

7. PURCHASE/DISPOSAL OF QUOTED SECURITIES

There was no purchase/disposal of quoted securities during the current financial quarter under review.

8. CORPORATE DEVELOPMENTS

There was no corporate development which is pending completion since the last quarter except as disclosed below:-
On 7 May 2007, the Company announced that it had on 7 May 2007 entered into a conditional Subscription Agreement (“Agreement) with NGL Technologies Sdn. Bhd. (“NGLT”) for the subscription by Envair Holding Berhad (formerly known as Ruby Quest Berhad) for such number of ordinary shares of RM1.00 each representing 30% of the enlarged issued and paid up capital of NGLT (“Subscription Shares”) for an aggregate subscription price of RM500,000.00 only.  The Agreement is subject to fulfillment of the conditions precedent by 6 November 2007.
Further thereto, the Company announced that conditions precedent had not been fulfilled by 6 November 2007 and hence the Agreement had therefore lapsed. 
The lapsing of the Agreement will not have any material financial effect on the Company.     
Status of Utilisation of Proceeds

The status of utilisation of the proceeds from the public issue amounting to RM9.948 million is set out below:-

	Purpose
	Proposed Utilisation RM’000
	Actual Utilisation RM’000
	Deviation Amount RM’000


	%


	Explanations

	Capital Expenditure
	2,000
	2,000
	 N/A
	-
	

	Working Capital
	5,948
	6,083
	(135)
	(2.27)
	Utilised excess funds allocated from savings on Listing expenses

	R & D expenses
	 500
	223
	* N/A
	-
	

	Listing expenses
	1,500
	1,365
	135
	9.07
	Excess or savings has been allocated for working capital purposes.



	Total
	9,948
	9,671
	-
	
	


Notes:-

*
Amount to be fully utilised within a period of 5 years ending 31 May 2010.

9. GROUP BORROWINGS AND DEBT SECURITIES

The following are the bank borrowings of the Group as at 30 September 2007:-
	
	As at
	As at 

	
	30.09.2007
	31.12.2006

	
	RM’000
	RM’000

	Short-Term Borrowings:
	
	

	Bank Overdraft
	3,363
	2,379

	Bankers Acceptances/Trust Receipts
	1,574
	1,046

	HP Creditors
	324
	299

	Term Loan (secured)
	191
	188

	 Total
	           5,452
	3,912

	
	
	

	Long-Term Borrowings:
	
	

	HP Creditors
	802
	833

	Term Loan (secured)
	4,566
	4,664

	Total
	5,368
	5,497


10.  OFF BALANCE SHEET RISK FINANCIAL INSTRUMENTS

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

11. 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.

12. DIVIDENDS

The Board of Directors does not recommend any payment of dividend for the current financial quarter ended 30 September 2007. (30 September 2006: NIL)

13. EARNINGS PER ORDINARY SHARE

	
	
	
	
	Individual period
	Cumulative period

	
	
	
	
	Current 
	Preceding year
	Current 
	Preceding year

	
	
	
	
	year
	corresponding
	year
	corresponding

	
	
	
	
	quarter
	quarter
	to date
	period

	
	
	
	
	30.09.2007
	30.09.2006
	30.09.2007
	30.09.2006

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

	Basic Earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Profit/(Loss) for the period
	
	(984)
	288
	(3,378)
	1273

	
	
	
	
	
	
	
	

	Weighted average no. of ordinary
	97,980
	97,980
	97,980
	97,980

	shares in issue (‘000)
	
	
	
	
	
	

	
	
	
	
	
	
	 
	

	Basic earnings/(loss) per share (sen)
	
	(1.00)
	0.29
	(3.45)
	1.30

	
	
	
	
	
	


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.

14. AUTHORISATION FOR ISSUE

The Interim Financial Statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors dated 22 November 2007.
By Order of the Board

Lim Foo Seng (MIA  12191)

Wong Wei Fong  (MAICSA 7006751)

Shah Alam

Selangor Darul Ehsan

22 November 2007
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