TAFI INDUSTRIES BERHAD

(formerly known as Armani Vista Sdn Bhd)
(Company No. 640935-P)
NOTES TO THE INTERIM FINANCIAL REPORT


PART A : EXPLANATORY NOTES AS PER MASB 26

A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with Malaysian Accounting Standards Board (“MASB”) Standard No. 26, Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Securities.

The interim financial statements have been prepared on a proforma basis on the assumption that the acquisition of subsidiary companies (as disclosed in Note A10) were completed on 30 September 2004. 

The interim financial statements should be read in conjunction with the Prospectus of TAFI Industries Berhad dated 14th January 2005. The 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 TAFI Industries Berhad (“TAFI” or “Company”) and its subsidiary companies (hereinafter referred to as the “Group”), for the financial period ended 30 September 2004.

The accounting policies, method of computation and basis of consolidation adopted for this quarterly financial report is consistent with those to be adopted by the Proforma Group.

A2.
Auditors’ Report

There is no audited annual financial statements of the Company for the period ended 31 December 2003 as the Company was only incorporated on 29 January 2004.

The auditors’ report on the financial statements for the period ended 31 August 2004 (prepared for the purpose of the prospectus issued in conjunction with the listing exercise) of the Company and its respective subsidiaries were not qualified.

A3.
Seasonal and Cyclical Factors

The Group’s business operation results were not materially affected by any major seasonal or cyclical factors.

A4.
Unusual Items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the current quarter and financial period ended 30 September 2004.

A5.
Material Changes in Estimates

There were no changes in accounting estimates that have a material effect on the results for the current quarter and financial period ended 30 September 2004.

A6.
Issuances and repayment of debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities in the current quarter under review.

A7.
Dividend paid


No dividend has been paid by the Company in the current quarter and financial period ended 30 September 2004.

A8.
Segmental Reporting

No segment analysis is prepared as the Group is involved in a single industry segment relating to the manufacturing and trading of office furniture. The operations of the Group is carried out entirely in Malaysia. 

A9.
Valuation of Property, Plant and Equipment

There was no revaluation of property, plant and equipment by the subsidiary companies for the current quarter and financial period ended 30 September 2004.

A10.
Subsequent Events

There were no material events between the end of the reporting quarter and the date of this announcement except for the followings :-

i.
On 25 October 2004, TAFI completed the share split of its ordinary share, which involves the subdivision into two (2) ordinary shares in TAFI of RM0.50 each for every one (1) existing ordinary share in TAFI of RM1.00 each.

ii.
On 30 October 2004, TAFI completed the acquisition of the entire issued and fully paid-up share capital of T.A. Furniture Industries Sdn. Bhd. (“TA”) comprising 3,000,000 ordinary shares of RM1.00 each for a total purchase consideration of RM26,550,166 satisfied wholly by the issuance of 52,059,150 new ordinary shares of RM0.50 each in TAFI (“TAFI Shares”), at RM0.51 per share.  Subsequent to the completion of acquisition of TA by TAFI, TA has on 14 December 2004, distributed an interim tax-exempt dividend of RM3,500,000 for the financial year ended 31 December 2004 to TAFI, who in turn, distributed the interim tax-exempt dividend of RM3,500,000 to its shareholders on 27 December 2004.

iii.
On 30 October 2004, TAFI completed the acquisition of the entire issued and fully paid-up share capital of TA Systems Furniture Industries Sdn. Bhd. (“TAS”) comprising 1,500,000 ordinary shares of RM1.00 each for a total cash consideration of RM363,613.

iv.
On 31 December 2004, TAFI completed a rights issue of 10,260,846 new TAFI Shares at an issue price of RM0.50 per share on the basis of approximately 0.197 new TAFI Shares for every (1) existing TAFI Share held, amounting to RM5,130,423.

v.
On 14 January 2005, TAFI has issued a prospectus for the public issue of 17,680,000 new TAFI Shares at an issue price of RM0.70 per TAFI Share in conjunction with its listing on the Second Board of Bursa Malaysia Securities Berhad (“Bursa Securities”).  The Public Issue has been fully subscribed upon closing of application for TAFI Shares by the Malaysian public on 24 January 2005.

The financial statements for the current quarter ended 30 September 2004 have been prepared on a proforma basis on the assumption that the acquisition of the above subsidiary companies were completed on 30 September 2004 and have been adjusted to incorporate the interim tax-exempt dividend distribution of RM3,500,000 by TA.

A11.
Change In The Composition of The Proforma Group

There were no changes in the composition of the Proforma Group for the current quarter and financial period ended 30 September 2004 except for the acquisitions as disclosed in Note A10.

A12.
Changes In Contingent Liabilities 

As at the date of this announcement, there were no material contingent liabilities incurred by the Group which, upon becoming enforceable, may have a material impact on the financial position of the Group.

A13.
Capital Commitments

	
	Proforma

	
	as at

	
	30.9.04

	
	RM’000

	Property, plant and equipment:


	

	Approved and contracted for
	       380

	
	


PART B : ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

B1.
Review Of Performance

For the quarter ended 30 September 2004, the Proforma Group recorded a revenue of RM14.9 million and profit after taxation of RM1.2 million. For the financial period ended 30 September 2004, the Proforma Group recorded a revenue of RM43 million and profit after taxation of RM4.7 million.

There is no comparison with the corresponding quarter results in the preceding year as this is the first quarterly report of the Proforma Group to Bursa Securities.

B2.
Variation of Results Against Preceding Quarter

There is no comparison with the corresponding quarter’s result as this is the first quarterly report prepared by the Proforma Group.

B3.
Current Year Prospects

Barring any unforeseen circumstances, the Board of Directors is of the opinion that the Proforma Group will report favourable performance in the final quarter of 2004, in line with its forecast for the current financial year.

B4.
Variance of Actual and Forecast Profit

The Proforma Group has not provided any quarterly profit forecast and therefore no variance information is available for the quarter under review.

B5.
Taxation

	
	(Proforma)
	
	(Proforma)

	
	Quarter
	
	Period

	
	Ended
	
	Ended

	
	30.9.04
	
	30.9.04

	
	RM’000
	
	RM’000

	
	
	
	

	Income tax
	127
	
	482

	
	
	
	

	Deferred tax 
	29
	
	70

	
	156
	
	552


The effective tax rate for the current quarter and financial period ended 30 September 2004 was lower than the statutory  income tax rate mainly due to the Pioneer Status enjoyed by T.A. Furniture Industries Sdn. Bhd.

B6.
Sale of Unquoted Investments and/or Properties

There were no sale of unquoted investments and/or properties for the current quarter and financial period ended 30 September 2004.

B7.
Purchase or Disposal of Quoted Securities

There were no purchases or disposal of quoted securities for the current quarter and financial period ended 30 September 2004.

B8.
Status of Corporate Proposal

On 14 January 2005, TAFI has issued a prospectus for the public issue of 17,680,000 new TAFI Shares at an issue price of RM0.70 per TAFI Share in conjunction with its listing on the Second Board of Bursa Securities.  The Public Issue has been fully subscribed upon closing of application for TAFI Shares by the Malaysian public on 24 January 2005.

The entire issued and paid-up share capital of TAFI is expected to be listed on the Second Board of Bursa Securities on 4 February 2005.

Save for the listing of TAFI on the Second Board of Bursa Securities, there is no corporate proposal announced but not completed as at the date of this announcement.

B9.
Group Borrowing and Debt Securities

The Proforma Group’s borrowings as at 30 September 2004 as follows:

	
	Short Term
	
	Long Term
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	Secured
	
	
	
	
	

	
	
	
	
	
	

	Term Loans
	    7
	
	-
	
	    7

	Hire Purchase Creditors
	100
	
	117
	
	217

	
	107
	
	117
	
	224



All borrowings of the Proforma Group are denominated in Ringgit Malaysia.

B10.
Off Balance Sheet Financial Instruments

The Proforma Group does not have any financial instruments with off balance sheet risks as at the date of this report

B11.
Material Litigation


The Proforma Group does not have any material litigation as at the date of this report

B12.
Dividend

No dividend has been proposed or declared by the Company for the current quarter and financial period ended 30 September 2004

B13.
Basis of Calculation of Proforma Earning Per Share

The basic earnings per share for the quarter and financial period ended 30 September 2004 is computed as follow:

	
	(Proforma)
	
	(Proforma)

	
	Quarter ended
	
	Period ended

	
	30.9.04
	
	30.9.04

	
	
	
	

	Proforma profit after taxation (RM’000)
	  1,166
	
	 4,698

	
	
	
	

	Proforma number of ordinary
	
	
	

	    shares of RM0.50 each assumed in share(‘000)
	52,059
	
	52,059

	
	
	
	

	Proforma Basic Earnings Per Share based on
	
	
	

	   proforma number of  ordinary shares
	
	
	

	   of RM0.50 each assumed in issue (sen)
	2.24
	
	9.02



There is no diluted earnings per share as the Company does not have any convertible financial instruments as at the end of the current quarter and financial period ended 30 September 2004.

By order of the Board

TAFI Industries Berhad

Lam Sook Ching
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