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NOTES TO THE QUARTERLY REPORT – 31 DECEMBER 2007

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


A1. Basis of Preparation

The interim financial statements have been prepared under the historical cost convention. 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134 – Interim Financial Reporting, and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market. 

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2006. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2006. 

The significant accounting policies adopted in the interim financial statements are consistent with those of the audited financial statements for the financial year ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standard:

FRS 1192004(Revised) – Employee Benefits – Actuarial Gains and Losses, Group Plans and 
 Disclosures

The adoption of the abovementioned FRS does not have any significant impact on the Group.
A2. Auditor’s Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 31 December 2006 was not qualified.

A3. Comments about Seasonal or Cyclical Factors

The business of the Group is now more focused towards the manufacture and sales of fasteners for use in liquid crystal displays (“LCD”) and plasma televisions. As such, its sales are more exposed to the seasonal nature of the electronics industry. The industry typically experiences higher sales in the second half of the calendar year compared to the first half. 
A4. Unusual Items due to their Nature, Size or Incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 31 December 2007.

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.
Debt and Equity Securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter ended 31 December 2007. 

A7.
Dividend Paid
No dividend was paid during the current quarter ended 31 December 2007.
A8.
Segmental Information

	
	Malaysia
	China
	Thailand
	Elimination
	Consolidated

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

	Segment Revenue
	
	
	
	
	

	Revenue from external customers
	29,708
	4,281
	983
	     -
	34,972

	Inter-segment revenue
	15,888
	811
	-
	   (16,699)
	           -

	Total revenue
	45,596
	5,092
	983
	   (16,699)
	34,972

	
	
	
	
	
	

	Segment Results
	
	
	
	
	

	Net profit/(loss) for the period
	7,587
	51
	(104)
	(2,428)
	5,106

	
	
	
	
	
	

	Segment assets
	47,282
	6,283
	5,879
	(507)
	58,937

	
	
	
	
	
	

	Segment liabilities
	15,545
	1,593
	3,145
	(398)
	19,885


A9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the financial year ended 31 December 2006. 

A10.
Subsequent Events

There were no material events subsequent to the end of the current quarter. 

A11.
Changes in Composition of the Group

There were no changes in the composition of the Group for the current quarter under review.
A12.
Contingent Liabilities 

The Company is contingently liable for corporate guarantees provided to financial institutions for banking facilities amounting to RM36.13 million granted to the subsidiary companies. As at 31 December 2007, the utilisation of the banking facilities stood at RM14.77 million.
A13.
Capital Commitments

There were no capital commitments for the purchase of property, plant and equipment not provided for in the interim condensed financial statements as at 31 December 2007.
A14.
Significant Related Party Transactions

Save as disclosed below, the Directors are of the opinion that there were no other related party transactions which would have a material impact on the financial position and the business of the Group during the current quarter.

The significant transactions with related parties by Group are as follows:

	Substantial shareholder
	3 months ended

31 December 2007
	12 months ended

31 December 2007

	
	RM’000
	RM’000

	Trifast plc and its subsidiary companies
	
	

	- Sale of goods
	2,790
	9,346

	- Purchase of goods
	361
	1,355


B1. Review of Performance

The Group achieved an unaudited profit before taxation of RM0.04 million for the quarter ended 31 December 2007 on a turnover of RM8.45 million compared with profit before taxation of RM1.84 million on a turnover of RM9.60 million recorded in the previous year’s corresponding quarter. The lower profit recorded for the current quarter compared to the corresponding quarter in the preceding year was partly due to erosion of margins on the back of lower sales coupled with higher finance costs on loans drawn down. Operating subsidiaries in Thailand and China, which were also loss-making in the last quarter of the financial year ended 31 December 2007 also caused the lower profit before taxation in the quarter under review. The business in China was less than satisfactory as its operations were disrupted by the forced relocation of its factory premises mandated by the local authorities of SuZhou. 
For the year ended 31 December 2007, the Group recorded a turnover of RM34.97 million, which was 8.6% higher compared to RM32.20 million in the preceding year ended 31 December 2006. However, profit before taxation of RM5.69 million was lower by 19.4% compared to RM7.06 million in the prior year. 

Tax provision for the Group was 39.8% lower in the current financial year compared to the preceding financial year ended 31 December 2006. This was mainly attributable to tax incentives for pioneer status enjoyed by some of the subsidiary companies.

B2. Comment on Material Change in Profit Before Taxation of Current Quarter Compared with Preceding Quarter

The Group recorded a profit before taxation of RM0.04 million for the current quarter compared to RM2.24 million in the preceding quarter ended 30 September 2007. This was due to lower sales as the electronics industry experienced an unexpected slowdown in the fourth quarter. Additionally, the Group also recorded lower margins as manufacturers of LCD and plasma televisions passed on pricing pressures, affecting suppliers of raw materials and component parts. 
B3. Commentary on Next Year Prospects

The business of the Group is expected to face continuous challenges in the market place as the electronic industry giants jostle for market share using pricing strategies. Inevitably, pricing pressures are passed on to all suppliers, affecting those supplying raw materials and component parts.

The subprime mortgage crisis that has taken its toll on the financial markets in the US will continue to plague the broader economy. Such negative sentiment will bear down on the electronics industry, which will in turn, affect the results of the Techfast Group. Nevertheless, the Board is conscious of the need to deliver growth in the performance of the Group for the coming year, while consolidating its cost structure to ensure more profitable businesses. 

The business of the Group will remain focused on the electronics industry, but the Group will be exploring different strategies to remain competitive in the industry. The Board will continue to leverage on the network of Trifast plc in managing the business direction of the Techfast Group to jointly develop opportunities in new markets. 
B4. Internal Targets

The Group had an internal target for revenue of RM40 million and a profit after taxation of RM8 million for the financial year ended 31 December 2007. The Group fell short of these targets for revenue and profit after taxation by about 12.6% and 36.2% respectively. The lower turnover was mainly attributed to the electronics industry which took an unexpected downturn in the fourth quarter of 2007. Additionally, the Group’s sales were affected by the disruption to its operations in China due to the forced relocation of its factory premises in SuZhou. The operating subsidiary in Thailand also did not deliver on its targets, despite having started commercial production in the year. The subsidiary in Thailand turned in a loss for the financial year ended 31 December 2007 and dragged down the Group’s earnings. 

Profit margins came in lower as the manufacturing sector experienced increased competition globally and manufacturers were faced with downward pressures on selling prices. Margins were further worsened by the impact of the rising cost of raw materials which was difficult to pass on to customers in a highly competitive environment. 
B5.
 Profit Forecast or Profit Guarantee

This is not applicable as no profit forecast was published.

B6.
Income Tax Expense



	
	3 months ended (Quarter)
	12 months ended (Cumulative)

	
	31.12.2007
	31.12.2006
	31.12.2007
	31.12.2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current tax: 
	
	
	
	

	Malaysian income tax
	311
	(251)
	857
	431

	Deferred taxation
	(234)
	250
	(356)
	648

	
	77
	(1)
	501
	1,079

	Underprovision in previous year
	-
	-
	153
	7

	Total income tax expense
	77
	(1)
	654
	1,086

	
	
	
	
	


The effective tax rate of the Group is lower than the statutory rate mainly due to the benefits of reinvestment allowances incentive, tax incentive under pioneer status and income tax exemption enjoyed by some of the subsidiary companies.
B7.
Profits /(Losses) on Sale of Unquoted Investments and/or Properties

There was no sale of unquoted investments and/or properties during the current quarter and financial year-to-date under review.

B8.
Quoted Securities

There was no purchase or disposal of quoted and marketable securities during the current quarter and financial year-to-date under review.

B9.
Corporate Proposals 


Except as disclosed below, there were no corporate proposals announced but not completed as at the date of this report:


On 5 February 2007, the Company announced the proposal to undertake a proposed special issue of up to 71,658,000 new shares in the Company (“Proposed Special Issue”) to Bumiputera investors for purposes of meeting the requirements of the National Development Policy. The Proposed Special Issue was approved by the shareholders at the Extraordinary General Meeting held on 18 May 2007.


On 14 June 2007, the Company announced that Bursa Malaysia Securities Berhad has vide its letter dated 13 June 2007, approved in-principle the listing of up to 71,658,000 new ordinary shares of RM0.10 each to be issued pursuant to the Proposed Special Issue.

As at 31 December 2007, the Proposed Special Issue has not been implemented. 
B10.
Status of Utilisation of Proceeds

The Company had fully utilised the proceeds raised RM14.43 million during its Initial Public Offering exercise in May 2005 and the details of the utilisation of proceeds up to 31 December 2007 are as follows:

	Purpose
	
	Proposed Utilisation
	
	Actual Utilisation
	
	Deviation
	
	Explanation

	
	
	RM’000
	
	RM’000
	
	RM’000
	%
	
	

	Acquisition of plant and machinery
	
	5,000
	
	(5,000)
	
	     -
	-
	
	-

	Research and development
	
	1,000
	
	(1,000)
	
	     -
	-
	
	-

	Working capital
	
	6,930
	
	(6,732)
	
	     198
	  2.9
	
	*

	Estimated listing expenses
	
	1,500
	
	(1,698)
	
	   (198)
	(13.2)
	
	*

	
	
	14,430
	
	(14,430)
	
	     -
	
	
	



*  The excess expenses were adjusted against working capital.
B11.
Borrowings

	
	As at
	As at

	
	31.12.2007
	31.12.2006

	
	RM’000
	RM’000

	Hire purchase creditors (unsecured)
	
	

	Repayable within one year
	437
	185

	Repayable after one year
	927
	556

	
	1,364
	741

	
	
	

	Current liabilities (secured)
	
	

	Trade facilities
	1,684
	2,167

	Term loans
	2,074
	838

	Bank overdraft 
	737
	338

	
	4,495
	3,343

	
	
	

	Long term liabilities (secured)
	
	

	Term loans
	8,908
	3,716


B12.
Off Balance Sheet Financial Instruments

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

B13.
Changes in Material Litigation 

The Group is not engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report.
B14.
Proposed Dividend
No dividend has been proposed for the current quarter ended 31 December 2007.
B15.
Earnings Per Share (“EPS”)

(a) Basic earnings per share

	
	3 months ended (Quarter)
	
	12 months ended (Cumulative)

	
	31.12.2007
	31.12.2006
	
	31.12.2007
	31.12.2006

	Net profit attributable to equity holders of the parent (RM ‘000)
	35
	1,872
	
	5,106
	6,007

	Weighted average number of ordinary shares in issue ( ‘000)
	155,706
	152,170
	
	154,480
	152,044

	Basic earnings per share (sen) 
	0.02
	1.23
	
	3.31
	3.95


B15.
Earnings Per Share (“EPS”)

(b) Diluted earnings per share 

	
	3 months ended (Quarter)
	
	12 months ended (Cumulative)

	
	31.12.2007
	31.12.2006
	
	31.12.2007
	31.12.2006

	Net profit attributable to equity holders of the parent (RM ‘000)
	NA
	1,872
	
	5,106
	6,007

	Weighted average number of ordinary shares in issue              ( ‘000) – basic
	NA
	152,170
	
	154,480
	152,044

	Adjustment for ESOS (‘000)
	NA
	2,720
	
	1,285
	1,839

	Weighted average number of ordinary shares for diluted earnings per share (‘000)
	NA
	154,890
	
	155,765
	153,883

	Diluted earnings per share (sen) 
	NA
	1.21
	
	3.28
	3.90


BY ORDER OF THE BOARD
Choong Lee Lan

Chin Ooi Wee

Company Secretaries
Dated this 29 February 2008
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