NOTES TO THE QUARTERLY REPORT – 31 DECEMBER 2008
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 (“FRS”) 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 2007.
Save for the disclosure in Section 2 below, the accounting policies and method of computation adopted by Envair Holding Berhad (“ENVAIR” or “Company”) and its subsidiaries (“the Group”) in this interim financial report are consistent with those adopted in the annual financial statements for the financial year ended 31 December 2007.
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 2007 except for the following new/revised FRSs which the Group applied the standards from financial year beginning on 1 January 2008:-

FRS 107 – Cash Flow Statements 

FRS 112 -  Income Taxes 

FRS 118 – Revenue

FRS 137 – Provisions, Contingent Liabilities and Contingent Assets

The adoption of the new standards does not have significant financial impact on the Group.
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 31 December 2008.
9. SEGMENTAL REPORTING

	
	Individual Quarter

3 months ended
	
	Cumulative Quarter

12 months ended

	
	31.12.2008
	31.12.2007
	
	31.12.2008
	31.12.2007

	Segment Revenue
	
	(Audited)
	
	
	(Audited)

	Investment
	0
	726
	
	0
	726

	Air filtration system & ancillary

support services
	2,109
	7,532
	
	18,975
	21,947

	Liquid filtration system
	(70)
	391
	
	1,065
	1,158

	Manufacturing
	1,010
	505
	
	2,342
	1,994

	Total revenue including inter-segment sales
	3,049
	9,154
	
	22,382
	25,825

	Elimination of inter-segment sales
	   (2,076)
	(1,731)
	
	(4,950)
	(3,273)

	Total Revenue
	973
	7,423
	
	17,432
	22,552

	Segment Profit/(Loss) Before Tax
	
	
	
	
	

	Investment
	(76)
	(658)
	
	(301)
	(876)

	Air filtration system & ancillary support services
	(1,278)
	(836)
	
	(2,663)
	(2,831)

	Liquid filtration system
	(63)
	(13)
	
	          (101)
	(145)

	Manufacturing
	(140)
	(282)
	
	(911)
	(1,330)

	Unallocated cost / Elimination
	0
	523
	
	0
	523

	Total Loss before Tax
	(1,557)
	(1,266)
	
	(3,976)
	(4,659)


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 31 December 2008 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

As of 31 December 2008, the Group has the following contingent liabilities:-

· Corporate guarantee provided by ENVAIR to a third party for performance of a contract awarded to its subsidiary, Quest Liquid Separation Sdn. Bhd., for RM788,000 being the full contract sum. (31 December 2007: NIL)

· Corporate guarantees issued to financial institutions for banking facilities extended to certain subsidiaries amounting to RM11,825,000 (31 December 2007: RM16,450,000) 
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 Requirement of Bursa Malaysia for MESDAQ Market

1. PERFORMANCE REVIEW

For the quarter under review, the Group recorded a revenue of RM0.973 million and loss after tax of RM2.184 million. Compared to the revenue and loss after tax of RM7.423 million and RM0.515 million respectively, recorded in the corresponding quarter of the preceding year, the decrease in revenue of 86.9% was mainly attributed to the decrease in project activities due to the current economic condition. The loss was attributed to lower profit margin from projects as a result of increase in price of materials and provision for doubtful debts.
For the twelve months ended 31 December 2008, the Group has recorded a revenue and loss after tax of RM17.432 million and RM4.361 million respectively, compared to revenue and loss after tax of RM22.552 million and RM3.893 million respectively, recorded in the twelve months ended 31 December 2007. The decrease in revenue of 22.7% was mainly attributed to a decrease in orders for commercial air-conditioning jobs. 
2. VARIATION OF RESULTS AGAINST PRECEDING QUARTER

	
	Current Quarter
	Preceding Quarter

	
	Ended
	Ended

	
	31 December 2008
	30 September 2008

	
	RM’000
	RM’000

	
	
	

	Revenue
	973
	5,413

	Profit / (Loss) before taxation
	(1,557)
	(1,047)

	
	
	


The decrease in revenue of 82.02% for this quarter as compared to the last quarter was mainly due to the delay of some projects and higher cost of materials.
3. FUTURE PROSPECTS

The Group will continue to identify and will venture into new businesses to broaden the Group’s revenue and income base. Due to the increased competitive environment and the uncertain economic condition, the Group expects to face challenging business environment for the financial year 2009.
4. PROFIT FORECAST/PROFIT GUARANTEE

There was no profit forecast or guarantee issued by the Group.  
5. TAXATION
	
	
	
	Individual period
	Cumulative period

	
	
	
	Current year
	Preceding year
	Current year
	Preceding year

	
	
	
	Quarter
	corresponding
	to-date
	corresponding

	
	
	
	
	quarter
	
	period

	
	
	
	31.12.08
	31.12.07
	31.12.08
	31.12.07

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

	
	
	
	(Audited)
	
	(Audited)

	Current taxation
	
	0
	0
	28
	5

	Under/(Over) provision of income Tax in prior period/year
	(20)
	23
	80
	26

	
	
	
	(20)
	23
	108
	31

	Deferred tax
	
	647
	(774)
	277
	(797)

	
	
	
	627
	(751)
	385
	(766)


The Group’s effective tax rate is higher than the statutory tax rate for the current quarter and financial year to date mainly due to deferred tax assets written off.
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 or disposal of quoted securities during the current financial quarter under review.

8. CORPORATE DEVELOPMENTS

As at the date of this quarterly report, there are no corporate proposals announced by 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
	-
	Fully utilised

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

	R & D expenses
	 500
	250
	*N/A
	-
	

	Listing expenses
	1,500
	1,365
	135
	9.00
	Excess or savings has been allocated for working capital purposes.



	Total
	9,948
	9,698
	-
	
	


Notes:-

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

The status of utilisation of the proceeds from the private placement which was completed on 8 August 2008 amounting to RM1.861 million  is set out below:-

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


	%


	Explanations

	
	
	
	
	
	

	Working Capital
	1,749
	1,769
	(20)
	(1.14)
	Utilised excess funds from savings on Estimated Expenses

	
	
	
	
	
	

	Estimated expenses
	112
	92
	20
	17.8

	Excess or savings has been allocated for working capital purposes.



	Total
	1,861
	1,861
	-
	-
	

	


9. GROUP BORROWINGS AND DEBT SECURITIES

The following are the bank borrowings of the Group as at 31 December 2008:-
	
	As at
	As at 

	
	31.12.2008
	31.12.2007

	
	RM’000
	RM’000

	Short-Term Borrowings:
	
	(Audited)

	Bank Overdraft
	2,566
	3,029

	Bankers Acceptances/Trust Receipts
	2,149
	3,275

	HP Creditors
	327
	318

	Term Loan (secured)
	218
	218

	 Total
	5,260
	6,840

	
	
	

	Long-Term Borrowings:
	
	

	HP Creditors
	543
	725

	Term Loan (secured)
	4,331
	4,509

	Total
	4,874
	5,234


10.  OFF BALANCE SHEET  FINANCIAL INSTRUMENTS

There were no financial instruments with material off balance sheet 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 31 December 2008. (31 December 2007: NIL)

13. LOSS PER ORDINARY SHARE

	
	
	
	
	Individual period
	Cumulative period

	
	
	
	
	Current 
	Preceding year
	Current 
	Preceding year

	
	
	
	
	year
	corresponding
	year
	corresponding

	
	
	
	
	quarter
	quarter
	to date
	period

	
	
	
	
	31.12.2008
	31.12.2007
	31.12.2008
	31.12.2007

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

	Basic Loss per share
	
	
	
	
	

	
	
	
	
	
	

	Loss for the period
	
	(2,184)
	(515)
	(4,361)
	(3,893)

	
	
	
	
	
	
	
	

	Weighted average no. of ordinary
	107,778
	97,980
	101,954
	97,980

	shares in issue (‘000)
	
	
	
	
	
	

	
	
	
	
	
	
	 
	

	Basic loss per share (sen)
	
	(2.03)
	(0.53)
	(4.28)
	(3.97)

	
	
	
	
	
	


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 loss 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 25 February 2009.
By Order of the Board

Ng Yim Kong (LS0009297)
Shah Alam

Selangor Darul Ehsan

27 February 2009.
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