TAFI INDUSTRIES BERHAD

(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 Malaysia Securities Berhad (“Bursa Securities”)

The condensed interim financial statements should be read in conjunction with the audited financial statement of the Group for the period ended 31 December 2004.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the period ended 31 December 2004.

A2.
Qualification of Annual Financial Statements

There has not been any qualification made by the auditors on the annual financial statements of the Group for the period ended 31 December 2004.

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 under review.

A5.
Material Changes in Estimates

There were no changes in accounting estimates that have a material effect on the results for the current quarter under review.

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 


The Board of Directors has on 10 June 2005 declared an interim tax-exempt dividend of 1.5 cents per share for the financial year ending 31 December 2005. The dividend has been paid on 15 July 2005 to shareholders whose name appear in the Register of Members and Record of Depository on 30 June 2005.

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 year to date.

A10.
Subsequent Events

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

A11.
Change In The Composition of The Group
There were no changes in the composition of the Group during the current quarter under review.

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

	
	As At

	
	30.06.05

	
	RM’000

	Property, plant and equipment:


	

	Approved and contracted for
	      93

	
	


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

B1.
Review of Performance


The revenue and profit before tax recorded by the Group for the current quarter was RM15.1 million and RM2.2 million respectively.

B2.
Variation of Results Against Preceding Quarter

The Group profit before taxation for the current quarter ended 30 June 2005 of RM2.2million represents an increase of RM700,000 than the previous quarter ended 31 March 2005. This is due mainly to higher turnover arising from higher demand of the local customers.

B3.
Commentary on Prospects

Barring any unforeseen circumstances, the Board expects the third quarter’s operational results of the Group for the current financial year ending 31 December 2005 to be satisfactory.

B4.
Variance of Actual and Forecast Profit

Not applicable
B5.
Taxation

	
	Current Year
	
	Current Year

	
	Quarter
	
	To Date

	
	30.06.05
	
	30.06.05

	
	RM’000
	
	RM’000

	
	
	
	

	Income tax
	216
	
	354

	
	
	
	

	Deferred tax 
	(12)
	
	(18)

	
	
	
	

	
	204
	
	336


The effective tax rate for the current quarter under review was lower than the statutory  income tax rate mainly due to the Pioneer Status enjoyed by its subsidiary company, 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 year to date.

B7.
Purchase or Disposal of Quoted Securities

There were no purchases or disposal of quoted securities for the current quarter and financial year to date.

B8.
Status of Corporate Proposal

There is no corporate proposal announced for the current quarter under review.

The proceeds from the listing exercise have been utilized as follow as at the date of this report.

	
	Utilisation of proceeds as disclosed in prospectus
	Amount Utilised

	
	RM’000
	RM’000

	
	
	

	Purchase of machinery
	5,170
	3,398

	Investment for a new factory
	5,000
	3,920

	Acquisition of TAS
	  363
	  363

	Working capital
	5,773
	    99

	Estimate listing expenses
	1,200
	1,248

	
	17,506
	9,028


B9.
Group Borrowing and Debt Securities

The Group’s borrowings as at 30 June 2005 was as follows:

	
	Short Term
	
	Long Term
	
	Total

	
	RM’000
	
	RM’000
	
	RM’000

	Secured
	
	
	
	
	

	
	
	
	
	
	

	Hire Purchase Creditors
	100
	
	42
	
	142

	
	
	
	
	
	



All borrowings of the Group are denominated in Ringgit Malaysia.

B10.
Off Balance Sheet Financial Instruments

In order to hedge its exposure to foreign exchange risks, the Group enters into foreign currency forward contracts. Gains and losses on foreign exchange contracts designated as hedges of identified exposure are offset against the foreign exchange gains and losses on the hedged financial assets and liabilities. Where the instrument is used to hedge against anticipated future transactions, gains and losses are not recognized until the transaction occurs.

There were no financial instruments with off balance sheet risks at the date of this report other than the following forward contracts:-

	
	RM’000
	
	Average exchange rate per unit of Ringgit Malaysia

	
	
	
	

	United State Dollar
	17,952
	
	3.7847

	Euro
	     850
	
	4.9670


All of these forward exchange contracts mature within six month of the balance sheet date.

Credit risk, or the risk of counterparties defaulting, is controlled by limiting the Group’s association to creditworthy financial institutions in Malaysia.

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices whether those changes are caused by factors specified to the individual security or its issuer or factors affecting all securities traded in the market. 

There are no significant credit and market risks posed by the above off balance sheet financial instruments.

B11.
Material Litigation


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

B12.
Dividend

The Board Of Directors had on 10 June 2005 declared an interim tax-exempt dividend of 1.5 cents per share for the financial year ending 31 December 2005. The dividend has been paid on 15 July 2005 to shareholders whose name appear in the Register Of Members and Record Of Depository on 30 June 2005.

B13.
Basis of Calculation of Earnings Per Share

The basic earnings per share for the quarter and financial period ended 30 June 2005 is computed as follow:

	
	Individual

Current Year
	
	Cumulative

Current Year 

	
	Quarter 
	
	To Date

	
	30.06.05
	
	30.06.05

	
	
	
	

	Consolidated profit after tax (RM’000)
	2,024
	
	3,418

	
	
	
	

	Weighted average number of ordinary
	
	
	

	    shares of RM0.50 each in issue(‘000)
	80,000
	
	77,053

	
	
	
	

	Basic Earnings Per Share based on
	
	
	

	   number of  ordinary shares
	
	
	

	   of RM0.50 each in issue (sen)
	2.53
	
	4.44


There is no diluted earnings per share as the Company does not have any convertible financial instruments as at the end of the reporting period.

By order of the Board

TAFI Industries Berhad

Saw Eng Guan

Executive Director

19 August 2005
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