TECHFAST HOLDINGS BERHAD
(Company No.: 647820-D)

Incorporated in Malaysia

NOTES TO THE QUARTERLY REPORT – 30 JUNE 2005

A.
EXPLANATORY NOTES AS PER FRS 134 – INTERIM FINANCIAL REPORTING


A1. Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with FRS 134 – Interim Financial Reporting, and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market. 

A2.

Auditors’ Report

The auditors’ report of the Company for the financial period ended 31st December, 2004 was not subject to any qualification.

A3.

Seasonal or Cyclical Factors

The Group’s business operations were not subject to any seasonal or cyclical factors.

A4.

Unusual Items

During the current quarter under review, there were no items or events that arose, which affected assets, liabilities, equity, net income or cash flows, that are unusual by reason of their nature, size or incidence.

A5.

Changes in Estimates

There were no changes in the estimates of amounts reported that have a material effect on the results in the current quarter under review.

A6.
Issuance and Repayment of Debt and Equity Securities

Save as disclosed below, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter under review : 

· On 31 May 2005, the Company issued 37,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.39 per share in conjunction with and as an integral part of the listing of and quotation for the entire issued and paid-up capital of the Company on the MESDAQ Market of Bursa Securities.
On 6 June 2005, the entire and paid up share capital of the Company, comprising 152,000,000 ordinary shares of RM0.10 each, was listed and quoted on the MESDAQ Market of Bursa Securities. 
In conjunction with the listing exercise, the Company implemented an Employees Share Option Scheme (“ESOS”) involving the issuance of options to subscribe up to 10% of its issued and paid-up capital at any time during the existence of the ESOS, at an exercise price of RM0.39 per share to the executive directors and eligible employees of the Group. 
On 30 May 2005, 12,050,000 ESOS options were offered to the executive directors and eligible employees of the Group, who have accepted the offer. As at 30 June 2005, all the options remained unexercised.


A7.
Dividend Paid

There was no dividend paid during the current quarter under review.
A8.
Segmental Information

The Group operates wholly in Malaysia.

The financial information by industry segment is not presented as the Group’s activities are predominantly in the manufacturing and distribution of self-clinching fasteners and electronic hardware. 

A9.
Valuation of Property, Plant and Equipment 

The property, plant and equipment of the Group have not been revalued for the current quarter under review.

A10.
Materials Events Subsequent to the end of the Interim Reporting Period 

Saved as disclosed below, there were no material events subsequent to the end of the current quarter under review that have not been reflected in the financial statements:

· On 29 July 2005, the Company announced the incorporation of a wholly-owned subsidiary, Techfast Precision Sdn. Bhd. (“TPSB”). The intended principal activities of TPSB are the manufacturing and distribution of specialised fasteners and related precision turning and machining parts for the electronics, telecommunication, computer peripherals and automotive industries.

· On 9 August 2005, the Company announced that it has incorporated a subisidary, Techfast Precision (SIP) Co. Ltd. (“TPSIP”) on 2 August 2005 in Weiting at Suzhou Industrial Park in the Jiangsu Province in the People’s Republic of China. TPSIP is expected to commence operations before the end of the year 2005.

Incorporation of the abovementioned two subsidiaries is not expected to have any material effects on the earnings of the Group for the financial year ending 31 December 2005.
A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group for the current quarter under review. 

A12.
Contingent Liabilities

There were no contingent liabilities as at 30 June 2005 and up to the date of this report. 

B1. Review of Performance

For the quarter ended 30 June 2005, the Group achieved an unaudited profit after taxation of RM1.15 million on a turnover of RM4.41 million. There were no comparative figures available for the corresponding period in the preceding year as this is the Company’s second quarterly report to Bursa Securities as a listed entity.

B2.

Material Changes in Quarterly Results Compared to the Results of the Preceding Quarter 

The Group achieved an unaudited profit before taxation of RM1.48 million for the current quarter under review after incorporating the results for the first time the wholly owned subsidiary, Techfast Manufacturing Sdn. Bhd. acquired on 30 March 2005. The Group recorded an unaudited profit before taxation of RM3.67 million in the preceding quarter ended 31 March 2005 which made up of negative goodwill on consolidation credited to Income Statement and pre-acquisition profit before taxation of RM2.27 million and RM1.40 million respectively.

B3.
Prospects for the Remaining Period of Current Financial Year

Barring unforeseen circumstances, the directors believe that performance of the Group in the remaining period of the current financial year will improve with the recent increase in its manufacturing capacity by the installation of an additional 20 single spindle machines and the orders received in June 2005 for some higher value added products with a higher profit margin.

Although the Group’s business is export orientated, the Board is of the view that the recent de-peg of the Malaysian Ringgit against the US dollars, is not expected to have a material impact on the performance of the Group for the financial year ending 31 December 2005. 
B4.
Variance of Actual Profit from Forecast Profit

This is not applicable as no profit forecast was published.

B5.
Income Tax Expense

	
	Individual Quarter
	Cumulative Year-to-Date

	
	Quarter ended 30/06/2005
	Quarter ended 30/06/2004
	6 months ended 30/06/2005
	6 months ended 30/06/2004

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Current taxation
	325
	NA
	403
	NA

	Deferred taxation
	6
	NA
	113
	NA

	
	331
	NA
	516
	NA


The effective tax rate of the Group is lower than the statutory rate mainly due to the benefit of claims for reinvestment allowance in the subsidiary company.
B6.
Profits on Sale of Unquoted Investments and/or Properties 

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

B7.
Quoted Securities

There was no purchase or disposal of quoted and marketable securities during the current quarter under review.

B8.
Status of Corporate Proposals 


There were no corporate proposals announced but not completed as at the date of this report.

B9.
Status of Utilisation of Listing Proceeds 

The Company raised RM14.43 million during its Initial Public Offering exercise in May 2005 and the details of the utilisation of proceeds up to 30 June 2005 are as follows:

	Purpose
	Proposed Utilisation
	
	Actual Utilisation
	
	Balance

	
	RM’000
	
	RM’000
	
	RM’000

	Acquisition of plant and machinery
	5,000
	
	(767)
	
	4,233

	Research and development
	1,000
	
	-
	
	1,000

	Working capital
	6,930
	
	-
	
	6,930

	Estimated listing expenses 
	1,500
	
	(1,545)
	
	        (45)*

	
	14,430
	
	(2,312)
	
	12,118



* The excess expenses will be adjusted against working capital.

B10.
Borrowings

As at 30 June 2005, the Group’s borrowings, which are all denominated in Ringgit Malaysia are as follows:

	
	RM’000

	Hire purchase creditors
	

	Repayable within one year
	388

	Repayable after one year
	193

	
	581

	Current liabilities (secured)
	

	Trade facilities
	2,396

	Term loans
	993

	Bank overdraft
	  260

	
	3,649

	
	

	Long term liabilities (secured)
	

	Term loans
	2,474

	
	

	Total Borrowings 
	6,704


B11.
Off Balance Sheet Financial Instruments

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

B12.
Material Litigation 

There is no pending material litigation at the date of this report. 

B13.
Dividends 

No dividend has been recommended by the Board for the current quarter ended 30 June 2005.

B14.
Earnings Per Share (“EPS”)

(a) Basic earnings per share

	
	Individual Quarter
	Cumulative Year-to-Date

	
	Quarter ended 30/06/2005
	Quarter ended 30/06/2004
	6 months ended 30/06/2005
	6 months ended 30/06/2004

	Net profit after taxation for the period (RM ‘000)
	1,148
	NA
	3,413
	NA

	Weighted average number of ordinary shares on issue ( ‘000)
	127,604
	NA
	65,425
	NA

	Basic earnings per share (sen) 
	0.90
	NA
	5.22
	NA


(b) Diluted earnings per share 

The diluted earnings per share have not been presented as the potential conversion into ordinary shares pursuant to the Employees Share Option Scheme (“ESOS”) that was implemented in conjunction with the listing exercise is anti-dilutive. 

BY ORDER OF THE BOARD
Chin Ooi Wee
Company Secretary
Dated this 15 August 2005
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