TAFI INDUSTRIES BERHAD                                            

(Company No. 640935-P)

NOTES TO THE INTERIM FINANCIAL REPORT

PART A : EXPLANATORY NOTES AS PER FRS 134

A1.
Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with Malaysian Financial Reporting Standard (MFRS) 134 ‘Interim Financial Reporting’ issued by the Malaysian Accounting Standards Board (MASB) and paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirement.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2012. These explanatory notes attached to the interim financial report 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 2012.

A2.
Significant Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2012.  

Malaysian Financial Reporting Standards (“MFRSs”) and IC Interpretations (“IC Int.”) Issued but Not Effective

At the date of issuance of this quarterly report, the MFRSs, revised MFRS, IC Int. and amendments to IC Int. which were in issue but not yet effective are as listed below:

	MFRSs, Revised MFRSs, IC Int. and Amendments to IC Int.

	
	

	MFRS 9
	Financial Instruments (IFRS 9 issued by IASB in November 2009 and October 2010)¹

	Amendments to MFRS 9 and MFRS 7
	Mandatory Effective Date of MFRS 9 (IFRS 9 issued by IASB in November 2009 and October 2010 respectively) and Transition Disclosures¹

	Amendments to MFRS10, MFRS12 and MFRS 127
	Investment Entities²

	Amendments to        MFRS 132
	Financial Instruments : Presentation (Amendments relating to Offsetting Financial Assets and Financial Liabilities)²

	Amendments to        MFRS 136
	Impairment of Assets (Amendments relating to Recoverable Amounts Disclosures for Non-Financial Assets)²

	Amendments to        MFRS 139
	Financial Instruments: Recognition and Measurement (Amendments relating to Novation of Derivatives and Continuation of Hedge Accounting)²


¹ Effective for annual periods beginning on or after 1 January 2015 instead of 1 January 2013 immediately upon the issuance of Amendments to MFRS 9 (IFRS 9 issued by IASB in November 2009 and October 2010 respectively) and MFRS 7 relating to “Mandatory Effective Date of MFRS 9 and Transition Disclosures” on 1 March 2012

² Effective for annual periods beginning on or after 1 January 2014

The above MFRSs, revised MFRS, IC Int. and amendments to IC Int. will be adopted in the financial statements of the Group and the Company when they become effective and that the adoption of these MFRSs and Interpretations will have no significant impact on the financial statements of the Group and the Company in the period of initial application.
A3.
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 year ended 31 December 2012.

A4.
Seasonal and Cyclical Factors

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

A5.
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 year to date.
A6.
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 year to date.
A7.
Issuances and repayment of debt and equity securities

A total of 5,000 ordinary shares and 10,000 ordinary shares were repurchased from the open market for a total consideration of RM1,492 and RM2,910 respectively for the current quarter under review and financial year to date. The share buy-back transactions were financed by internally generated funds. The shares purchased are being held as treasury shares.  As at 31 December 2013, the number of treasury shares held was 2,540,500 ordinary shares.

A8.
Dividend Paid
No dividend has been paid for the financial year to date.
A9.
Segmental Reporting

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

A10.
Valuation of Property, Plant and Equipment

The investment properties are valued by independent registered valuers and the differences between the valuations and the book values of the respective properties are charged or credited to the profit & loss in the statement of comprehensive income. 
For the quarter and financial year ended 31st December 2013, the investment properties were valued based on valuation performed by independent registered valuers, Jordan Lee & Jaafar, on 29/11/2013. A surplus of RM145,000 was credited to the Statement of Comprehensive Income. 

A11.
Subsequent Events

There were no material events subsequent to the end of the current quarter under review.
A12.
Change in the Composition of the Group
There were no changes in the composition of the Group during the current quarter and financial year to date.
A13.
Changes in Contingent Liabilities 

As at 31 December 2013, a subsidiary company had credit facilities amounting to RM1,000,000 from a licensed local bank which were guaranteed by the Company. Accordingly, the Company is contingently liable to the extent of the amount of the credit facilities utilised by the subsidiary company.

A14.
Capital Commitments

	Purchase of property, plant and equipment 
	As at 31.12.2013
RM’000

	Approved and contracted for
	125


A15.
Derivative Financial Asset/Liability
Details of outstanding derivative financial liability as at 31 December 2013 is as follows :-

	Foreign Currency  Contracts
	Contract Value (RM’000)
	Fair Value (RM’000)
	Gain/(Loss) (RM’000)

	US Dollar – less than 1 year
	1,869
	1,866
	3

	GBP – less than 1 year
	728
	757
	(29)


Forward foreign exchange contract are entered into with licensed bank to hedge part of the Group’s sales from exchange rate movements. As the exchange rate are pre-determined under such contracts, the Group is not exposed to any market risk. Given that the contracts are entered into with the licensed bank, we are of the view that the credit risk is minimal.

A16.
Related party transactions

Related parties are those defined under MFRS124 : Related Party Disclosures. The directors are of the opinion that the related party transactions described below were carried out in the ordinary course of business and on commercial terms that are no more favorable than those available to other third parties. 
	
	
	Current year to  date

       31.12.13
	
	Preceding year Corresponding Period

      31.12.12

	
	
	       RM’000
	
	       RM’000

	Transactions with companies in which certain Directors have substantial financial interests:
	
	
	
	

	
	
	           
	
	               

	Secretarial fee
	
	            8 
	
	             8   

	Professional fee
	
	            -
	
	             4

	Macellent (Muar) Sdn. Bhd.
	
	            8
	
	            12   

	
	
	
	
	

	Rental expense
	
	
	
	

	Ribuan Harta Sdn. Bhd.
	
	             2
	
	               22

	Guan & Associates
	
	5
	
	-

	
	
	
	
	


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

B1.
Review of Performance


The revenue and loss before tax recorded by the Group for the quarter was RM6,276,000 and RM37,000 respectively. This represents a decrease of RM1,723,000 in revenue or 22% lower than that of its corresponding quarter. The decrease was mainly due to the following :-
· The Group export sales had decreased by 21% and
· Local project sales had decreased by 1% 

The Group incurred a loss before tax of RM37,000 in the quarter as compared to a loss before tax of RM234,000 in the previous corresponding quarter. The lower loss is primarily due to the following :-

· Lower overheads; and

· Gain on foreign currency
The Group recorded a decrease in revenue to RM30,681,000 against RM36,353,000 in the previous year mainly due to reduction on the export and local project sales. The Group registered a profit before tax of RM227,000 against the loss of RM1,595,000 in the preceding year corresponding period due to the following :-

· Lower overheads; and
· Gain on foreign exchange 

B2.
Variation of Results Against Preceding Quarter

The Group registered a loss before tax for the current quarter ended 31 December 2013 of RM37,000 as compared to a profit before tax of RM127,000 in the previous quarter ended 30 September 2013. This reduction on profit was mainly attributed by the following:-

· Lower turnover; and 
· Lower other income
B3.
Commentary on Prospects

The Group continues to pursue its strategy to grow revenue in new markets and product extensions, which is expected to bear fruits in the next few quarters.
B4.
Variance of Actual and Forecast Profit


Not applicable

B5.
Taxation

	
	Current Year
	
	Current Year

	
	Quarter
	
	To Date

	
	31.12.13
	
	31.12.13

	
	RM’000
	
	RM’000

	
	
	
	

	Income tax
	           
	
	       

	  Current year
	  26
  
	
	    143

	
	
	
	

	Deferred tax
	
	
	

	  Current year
	       (7)            
	
	       24             

	
	19
	
	     167


The effective tax rate differs from the statutory tax rate for the current year to date due to certain income of the holding company which cannot be offset for tax purposes. 
B6.
Status of Corporate Proposal

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

B7.
Group Borrowing and Debt Securities

As at 31 December 2013, the Group does not have any debt securities and no bank borrowings.
B8.
Gains/Losses arising from fair value changes of financial assets/liabilities
The Group does not have any financial instruments at the end of reporting period.
B9.
Material Litigation

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

B10.
Dividend Payable
No dividend has been declared for the current quarter under review.

B11.
Basis of Calculation of Earnings Per Share

The basic (loss)/earnings per share for the quarter and financial period ended 31 December 2013 is computed as follow:

	
	Individual

Current Year
	
	Cumulative

Current Year 

	
	Quarter 
	
	To Date

	
	31.12.13
	
	31.12.13

	
	
	
	

	(Loss)/Profit attributable to owners of Company (RM’000)
	(56)
	
	60

	
	
	
	

	 Weighted average number of ordinary shares of RM0.50 
	
	
	

	  each in issue  (‘000)
	77,463
	
	77,466

	
	
	
	

	Basic (Loss)/Earnings Per Share based on weighted average number of  ordinary shares of RM0.50 each in
	(0.07)
	 
	       0.08

	issue (sen)
	
	
	


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

B12.
Disclosure of realised and unrealised profits
The breakdown of retained profits of the Group as at the reporting date, into realised and unrealised profits, pursuant to the directive issued by Bursa Malaysia Securities Bhd (“Bursa Malaysia”) on 25 March 2010, is as follows: 

	
	A  As at 31.12.13
        (RM’000)
	
	As at 31.12.12
    (RM’000)

	Total retained earnings of the Group 
	 
	
	

	- Realised 
	15,680
	
	         16,066

	- Unrealised
	     469
	
	                23

	As per consolidated accounts
	16,149
	
	          16,089

	
	
	
	


B13.
Additional Disclosure on (Loss)/Profit for the period

	
	A  Current  Quarter 

E   Ended 31.12.13
        (RM’000)
	
	Financial Period

Ended  31.12.13
    (RM’000)

	(Loss)/Profit for the period is arrived at after charging/(crediting) :
	 
	
	

	Interest income
	        (142)
	
	       (562)

	Depreciation of property, plant and equipment
	           531
	
	      2,151

	(Gain)/Loss on disposal of property,plant & equipment
	            (4)
	
	           75

	Amortisation of prepaid lease payments
	              9
	
	           38

	Realised gain on foreign exchange 
	         (285)
	
	       (989)

	Unrealised gain on foreign exchange
	         (100)
	
	       (566)

	(Gain)/Loss on derivative 
	           (60)
	
	           49

	Interest expense
	              8
	
	             8

	Provision for inventories
	            34
	
	           34

	Changes in fair value of investment properties
	         (145)
	
	       (145)

	Gain on disposal of available-for-sale financial asset
	           (75)
	
	         (75)


Other than the above items which have been included in the statement of comprehensive income, there were no provision for and write off of receivables, gain or loss on disposal of  properties, impairment of assets and exceptional items for the current quarter and period ended 31 December 2013.



By order of the Board

TAFI Industries Berhad

Dato’ Saw Eng Guan

Executive Chairman
 27 February 2014
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