PENTAMASTER CORPORATION BERHAD (572307-U)
Notes To The Interim Financial Report For Quarter Ended 31 March 2008


1
Basis of Preparation


The interim financial report is unaudited and has been prepared in accordance with the requirements of Financial Reporting Standard (FRS) 134 “Interim Financial Reporting” and paragraph 9.22 and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”).  It should be read in conjunction with the Group’s annual audited financial statements for the year ended 31 December 2007.


The accounting policies and methods of computation adopted by the Group in these quarterly financial statements are consistent with those adopted in the most recent annual audited financial statements for the year ended 31 December 2007 except for the adoption of the following new and revised FRSs:

Effective for financial period beginning on or after


FRS 107:
Cash Flow Statements
1 July 2007


FRS 111:
Construction Contracts
1 July 2007


FRS 112:              Income Taxes
1 July 2007


FRS 118:              Revenue
1 July 2007


FRS120:
   Accounting for Government Grants and
1 July 2007


                             And Disclosure of Government Assistance



FRS121:
   Amendment to FRS 121:The Effects of 
1 July 2007


                             Changes in Foreign Exchange Rate 


                             – Net Investment in a Foreign Operation 



FRS 134:
Interim Financial Reporting
                          1 July 2007


FRS137:
Provisions, Contingent Liabilities and
1 July 2007


                             Contingent Assets


FRS 139:             Financial Instruments: Recognition and        Deferred


                             Measurement


IC Interpretation 1:     Changes in Existing                                1 July 2007


                             Decommissioning, Restoration and Similar


                             Liabilities


IC Interpretation 2: Members’ Shares in Co-operative             1 July 2007


                             Entities and Similar Instruments


IC Interpretation 5: Rights to Interests arising from                 1 July 2007


                             Decommissioning, Restoration and 


                             Environmental Rehabilitation Funds


IC Interpretation 6: Liabilities arising from Participating        1 July 2007


                             In a Specific Market – Waste Electrical


                             And Electronic Equipment


IC Interpretation 7: Applying the Restatement Approach         1 July 2007 

                                           under the FRS 129 2004 Financial Reporting


                               in Hyperinflationary Economies


IC Interpretation 8: Scope of FRS 2                                              1 July 2007


FRS 111 and the Interpretations listed above are not applicable to the Group.  For FRS 139, the Group will apply this Standard when effective.  The adoption of abovementioned FRSs will not result in any significant changes to the Group’s accounting policies and will not have any significant impact on the amounts reported in the financial statements.

2  
Audit Report of Preceding Annual Financial Statements


The audit report of the Group’s most recent annual audited financial statements for the year ended 31 December 2007 was not subject to any qualification.

3 
Seasonal and Cyclical Factors

 
The Group sells its products and services to customers from various sub-sectors of the semiconductor and manufacturing industries.  As such, the Group’s performance will, to a certain extent, depend on the outlook and cyclical nature of the semiconductor and manufacturing industries.  Notwithstanding the cyclical nature of the semiconductor industry, the Group has a wide product range and customer base globally to mitigate any adverse developments affecting a particular geographical market and/or customer type.

4 
Unusual Items

 
There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period under review.

5 
Changes in Estimates


There were no changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter.

6
Valuations of Property, Plant and Equipment


The carrying value of property, plant and equipment have been brought forward, without amendment from the previous audited financial statements.

7 
Changes in Share Capital and Debt


There has been no issuance of ordinary shares pursuant to the Employees’ Share Option Scheme (“ESOS”) nor any issuance, cancellation, repurchase, resale and repayment of either debt or equity securities for the period under review.

8 
Contingent Liabilities 


As at 31 March 2008, the Company has issued corporate guarantees amounting to RM89.5 million (31.12.07 : RM89.5 million) as security for banking facilities granted to its subsidiaries of which RM84.9 million (31.12.07 : RM77.7 million) were utilized.

9
Capital Commitments


There were no major capital commitments for the Group as at the date of this report.

10 
Segmental Information
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Revenue


           14,770       
             18,382 
             1,177
                1,133      
   35,462 

Inter-segment revenue
              (692)
                     -  
              (582)
                 (124)
    (1,398)










External revenue

           14,078 
             18,382 
               595 
                 1,009
    34,064 










Dividend/interests from other investment






         427










Total revenue






     34,491










Results

















Segment result

           (5,180) 
              3,495
               72 
              (155)
    (1,768) 

Unallocated income





         438 

Unallocated costs





    (1,080)





         










Loss from operations





     (2,410) 










Finance cost





     (1,206)

Share of profit of associate





       (146)










Loss before taxation





    (3,762) 










Taxation






       236










Loss after taxation





    (3,526) 









Loss attributable to:







Equity holders of the parent





    (3,526) 

Minority interest






           -







    (3,526)     

Analysis By Geographical Location
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Revenue


                 9,953
            6,441 
         17,909
    2,534  
   36,837 

Inter-segment revenue
                (2,346)
                   -
            -
        -
    (2,346)










External revenue

                 7,607
            6,441
         17,909        
    2,534  
   34,491 

 
No segmental analysis is prepared for segment results by geographical location as the Group’s operating results are derived substantially from companies located in Malaysia.

11 
Events Subsequent to the End of the Period


There are no material events subsequent to the end of the period under review that have not been reflected in the quarterly financial statements.

12 
Review of Performance


The Group recorded higher revenue of RM34.491 million as compared to RM30.321 million recorded in the corresponding quarter last year.  However, the Group registered a loss before taxation of RM3.762 million as opposed to profit before tax of RM4.384 previously, mainly due to higher operating costs in developing the equipment contract manufacturing business and increased finance charges. 
13 
Material Changes in the Quarterly Results as Compared with the Preceding Quarter

 
For the current quarter, the Group’s revenue of RM34.491 million was higher than RM31.013 million registered in the preceding quarter.  The loss before taxation for the current quarter of RM3.762 million was lower than preceding quarter loss of RM11.408 million.  The lower loss was due to provisions and write-offs in the previous quarter.   

14 
Current Year Prospect


Barring any unforeseen circumstances, the management expects the revenue for the current year to be relatively flat.  As such, the management will focus on operational excellence and more stringent review of the business model. 

15
Profit Forecast or Profit Guarantee


There was no profit forecast or profit guarantee issued by the Group.

16
Taxation


The taxation charge for the current quarter and year to date is as follows -






Current Quarter

Current Year To Date






RM’000

RM’000 


Income tax payable

  (93) 


    (93) 


Deferred tax expense

  329


    329





The Group’s effective rate of taxation is lower than the statutory rate applicable to the Group’s profits as certain subsidiary companies have been granted pioneer status by the Ministry of International Trade and Industry under the Promotion of Investments Act, 1986 which exempts 70% to 100% of statutory income of the subsidiary companies from Malaysian taxation for a period ranging from five to ten years and claims on reinvestment allowances by subsidiary companies. 

17 
Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments or properties during the period under review.

18 
Purchase or Disposal of Quoted Securities



The Group is currently not holding any quoted securities and there were no purchase or disposal of quoted securities for the period under review.

19 
Changes in the Composition of the Group


There were no changes in the composition of the Group during the period under review. 

20 
Corporate Proposals

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

21
Update on the Status of Significant Agreements Executed 


The Company has signed two “Exclusive Manufacturing of Machines Derived from Intellectual Property and Supply Agreements” with EcoGlove Limited on 11 June 2007 and 2 November 2007 respectively, to design, manufacture and supply up to 600 units of each Glove Reprocessing Machines (GRM) and Auto Glove Loading Machines within 3 years from the date of the Agreements.


As at the date of this report, we have successfully completed the first prototyped GRM and the two first pre-serial GRMs.  Commercial production is expected to begin with the receipt of the first purchase order for 3 units of GRM.   
22
Borrowings


The Group’s borrowings as at the end of the reporting quarter are as follows -





RM'000

Short term borrowings (unsecured)


Bank overdraft


       2,455 

Banker's acceptance and revolving credit


     27,887 

Term loan



     2,499 





    32,841 







Short term borrowings (secured)



Term loan



        2,746 







Total



    35,587 













Long term borrowings



Term loan - unsecured

    35,284 

Term loan - secured


    14,066







Total



 49,350 

All borrowings are denominated in Ringgit Malaysia.

23 
Financial Instruments


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

24 
Material Litigations


There was no material litigation since the last annual balance sheet date until the date of this announcement.

25 
Advanced Sales Commission Payment


Advances of sales commission payment made to a sales agent in United States for commission to be derived from future customers’ projects during the quarter amounted  to RM 484,000 ( 1st January 2007 to 31 December 2007  RM2.411 million).


The advanced payment is interest free and would not have any material financial impact on the consolidated earnings of the Group.  The advances will be charged against Income Statement in the period commission is earned.  

26 
Dividends

(a) A proposed first and final tax-exempt dividend of 8% amounting to 4 sen per share (2006 : 4 sen per share) has been recommended by the Directors for the financial year ended 31 December 2007.  The proposed dividend is subject to shareholders’ approval at the forthcoming Annual General Meeting. 

(b) 
The total dividend for the current financial year : Nil

27 
Earnings Per Share 

(a)
Basic Earnings Per Share


The calculation of basic earnings per share for the period is based on the net profit attributable to ordinary shareholders for the quarter and the financial year divided by  the  weighted average number of ordinary shares in issue during the period of 133,243,050 (2007 : 133,243,050).

(b)
Diluted Earnings Per Share


The diluted earnings per share for the period is based on the net profit attributable to ordinary shareholders for the quarter and the financial year divided by the adjusted weighted average number of ordinary shares in issue during the period of 133,243,050 (2007 : 133,243,050) which has been arrived at after adjusting for the potential number of dilutive ordinary shares deemed issued pursuant to the ESOS.  However, as at 31 March 2008, the effects of anti-dilutive potential ordinary shares are ignored in calculating diluted earnings per share.

BY ORDER OF THE BOARD

LIM KIM TECK

Secretary

26 May 2008
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