DUFU TECHNOLOGY CORP. BERHAD (COMPANY NO.: 581612 A)             

(Incorporated in Malaysia)


UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2006
	
	Individual Quarter
	Cumulative Quarter

	
	
	Preceding Year
	
	Preceding Year

	
	Current Year
	Corresponding
	Current Year
	Corresponding

	
	Quarter
	
	Quarter
	
	To date
	
	Period

	
	31.12.2006
	
	31.12.2005
	
	31.12.2006
	
	31.12.2005

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

	
	
	
	
	
	
	
	

	Revenue
	41,254
	
	-
	
	109,751
	
	-

	
	
	
	
	
	
	
	

	Cost of Sales 
	(35,833)
	
	-
	
	(94,427)
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Gross profit
	5,421
	
	-
	
	15,324
	
	 -

	
	
	
	
	
	
	
	

	Other operating income
	780
	
	-
	
	3,107
	
	-

	
	
	
	
	
	
	
	

	General & administrative expenses
	(2,253)
	
	-
	
	(7,818)
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Profit from operations
	3,948
	
	-
	
	10,613
	
	-

	
	
	
	
	
	
	
	

	Finance costs
	(430)
	
	-
	
	(1,316)
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Profit before tax  
	3,518
	
	-
	
	9,297
	
	-

	
	
	
	
	
	
	
	

	Tax income/(expense)
	(610)
	
	-
	
	(960)
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Profit after tax before minority interest
	2,908
	
	-
	
	8,337
	
	-

	
	
	
	
	
	
	
	

	Minority interest
	-
	
	
	
	-
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Net profit for the year
	2,908
	
	-
	
	8,337
	
	-

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Gross profit margin (%)
	13.14
	
	-
	
	13.96
	
	-

	Profit after tax margin (%)
	7.05
	
	-
	
	7.60
	
	-

	Weighted average number of shares (’000)
	21,933
	
	-
	
	21,933
	
	-

	Earnings per ordinary share (sen)
	
	
	-
	
	
	
	

	- Basic 
	13.26
	
	-
	
	38.01
	
	-

	- Diluted
	13.26
	
	-
	
	38.01
	
	-

	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statement should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2005 and the accompanying notes to the Interim Financial Statements.

As this is the first quarterly report being drawn up as a listed company, there are no comparative figures for the preceding corresponding quarter/ year.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET

AS OF 31 DECEMBER 2006

	
	
	As at

31.12.2006
	
	As at 

31.12.2005*

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	ASSETS
	
	
	
	

	NON-CURRENT ASSETS
	
	
	
	

	Property, plant and equipment
	
	44,151
	
	-

	Investment property
	
	3,451
	
	-

	Goodwill on consolidation
	
	24
	
	-

	Investment in club membership, at cost
	
	61
	
	-

	
	
	
	
	

	
	
	
	
	

	Total Non-Current Assets
	
	47,687
	
	-

	
	
	
	
	

	
	
	
	
	

	CURRENT ASSETS
	
	
	
	

	Inventories
	
	17,051
	
	-

	Trade receivables
	
	30,528
	
	-

	Other receivables and prepaid expenses
	
	3,558
	
	41

	Tax Recoverable
	
	
	
	

	Fixed deposits with a licensed bank
	
	500
	
	-

	Cash and bank balances 
	
	(142)
	
	5

	
	
	
	
	

	Total Current Assets
	
	51,495
	
	46

	
	
	
	
	

	
	
	
	
	

	TOTAL ASSETS
	
	99,182
	
	46

	
	
	
	
	

	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	

	CAPITAL AND RESERVES
	
	
	
	

	Share capital
	
	8,790
	
	**

	Reserves
	
	32,382
	
	(23)

	
	
	
	
	

	
	
	
	
	

	Shareholders’ Equity
	
	41,172
	
	(23)

	
	
	
	
	

	
	
	
	
	

	NON-CURRENT AND DEFERRED LIABILITIES
	
	
	
	

	Loan term loans
	
	10,625
	
	-

	Hire-purchase payables
	
	9,874
	
	-

	Deferred tax liabilities
	
	2,177
	
	-

	
	
	
	
	-

	
	
	
	
	

	Total Non-Current and Deferred Liabilities
	
	22,676
	
	-

	
	
	
	
	

	
	
	
	
	

	CURRENT LIABILITIES
	
	
	
	

	Trade payables
	
	20,589
	
	-

	Other payables and accrued expenses
	
	4,910
	
	69

	Bank borrowing
	
	2,517
	
	-

	Long term loans
	
	898
	
	-

	Hire-purchase payables
	
	5,068
	
	-

	Tax liabilities
	
	1,352
	
	-

	
	
	
	
	

	
	
	
	
	

	Total Current Liabilities
	
	35,334
	
	69

	
	
	
	
	

	
	
	
	
	

	Total Liabilities
	
	58,010
	
	69

	
	
	
	
	

	
	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	
	99,182
	
	46

	
	
	
	
	

	
	
	
	
	

	Net assets per ordinary share (RM)
	
	1.507#
	
	^

	
	
	
	
	


Note

* As this is the first quarterly report being drawn up after the Group was conceived on 31.08.06, there are no comparative figures for the preceding financial year. The comparative figures relate to Dufu Technology Corp. Berhad company level position only.

** Representing 4 ordinary shares value at RM2.
# Net assets per ordinary share is calculated base on issued and paid up capital of 65,800,000 shares

^ Immaterial

The Proforma consolidated balance sheet should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2005 and the accompanying notes to the Interim Financial Statements.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2006

	
	Share
	
	Retained
	

	
	Capital
	
	Reserves
	
	Profits
	
	Total

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

	
	
	
	
	
	
	
	

	As at 1 September 2006
	8,790
	
	2,610
	
	 26,864
	
	38,264

	
	
	
	
	
	
	
	

	Issue of ordinary shares
	-
	
	-
	
	-
	
	-

	
	
	
	
	
	
	
	

	Net profit for the period
	-
	
	-
	
	2,908
	
	2,908

	
	
	
	
	
	
	
	

	As at 31 December 2006
	 8,790
	
	2,610
	
	29,772
	
	41,172

	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2005 and the accompanying notes to the Interim Financial Statements.

As this is the first quarterly report being drawn up as a listed company, there are no comparative figures for the preceding corresponding quarter/year.
UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE 4TH QUARTER ENDED 31 DECEMBER 2006

	
	
	Current Year To-date
	
	Preceding Corresponding Period

	
	
	RM’000
	
	RM’000

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	
	
	

	Profit before tax
	
	9,297
	
	-

	Adjustments for:
	
	
	
	

	Depreciation of property, plant and equipment
	
	5,489
	
	-

	Interest expenses
	
	1,386
	
	-

	Unrealised loss on foreign exchange 
	
	22
	
	-

	Allowance for slow moving inventories no longer required
	
	(284)
	
	-

	Interest income
	
	(2)
	
	-

	   Allowance for slow moving inventories
	
	51
	
	

	
	
	
	
	

	Operating (loss)/ profit before working capital changes
	
	15,959
	
	

	
	
	
	
	

	Changes in working capital
	
	
	
	

	   Net change in current assets
	
	(17,683)
	
	-

	Net change in current liabilities
	
	12,078
	
	-

	
	
	
	
	

	
	
	
	
	

	Cash generated from operations
	
	10,354
	
	

	
	
	
	
	

	Tax paid
	
	(1,289)
	
	-

	
	
	
	
	

	
	
	
	
	

	Net cash generated from operating activities
	
	9,065
	
	

	
	
	
	
	

	Cash flowS from investing activities
	
	
	
	

	Proceeds from disposal of property, plant and equipment
	
	5
	
	-

	Interest received
	
	2
	
	-

	Purchase of property, plant and equipment

Exchange difference on translation of net assets of a foreign subsidiary company
	
	(20,429)
1
	
	-

	
	
	
	
	

	
	
	
	
	

	Net cash used in investing activities
	
	(20,421)
	
	

	
	
	
	
	

	
	
	
	
	

	Cash flows from financing activities
	
	
	
	

	Increase in bank borrowings
	
	1,971
	
	-

	Proceeds from long-term loans
	
	5,918
	
	-

	Proceeds from re-financing under hire-purchase 
	
	13,664
	
	-

	Repayment of hire-purchase payables
	
	(5,472)
	
	-

	Repayment of long-term loans
	
	(1,245)
	
	-

	Interest paid
	
	(1,386)
	
	-

	
	
	
	
	

	
	
	
	
	

	Net cash used in financing activities
	
	13,450
	
	

	
	
	
	
	

	
	
	
	
	

	Net INcrease in cash and cash  EQuivalentS
	
	2,094
	
	-

	Cash and cash equivalentS at beginning of PERIOD
	
	(2,236)
	
	-

	
	
	
	
	

	
	
	
	
	

	Cash and cash equivalentS at end of PERIOD
	
	(142)
	
	


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2005 and the accompanying notes to the Interim Financial Statements

As this is the first quarterly report being drawn up, there are no comparative figures for the preceding year corresponding quarter/ period.
A. Explanatory Notes Pursuant to Financial Reporting Standard (“FRS”) No. 134
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 Financial Reporting Standards (“FRS”) 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 31 December 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 the Group since the financial year ended 31 December 2005.
A2.       CHANGES IN ACCOUNTING POLICIES 

The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 December 2005 except for the adoption of the following new or revised FRS effective for the financial period beginning 1 January 2006:

	FRS 3
	
	Business Combinations

	FRS 101
	
	Presentation of Financial Statements

	FRS 102
	
	Inventories

	FRS 108
	
	Accounting Policies, Changes in Accounting Estimates and Errors

	FRS 110
	
	Events after the Balance Sheet Date

	FRS 116
	
	Property, Plant and Equipment

	FRS 117
	
	Leases

	FRS 121
	
	The Effects of Changes in Foreign Exchange Rates

	FRS 124
	
	Related Party Disclosures

	FRS 127
	
	Consolidated and Separate Financial Statements

	FRS 132
	
	Financial Instruments : Disclosure and Presentation

	FRS 133
	
	Earnings per Share

	FRS 136
	
	Impairment of Assets

	FRS 138
	
	Intangible Assets


The adoption of these new and revised FRS does not have any material financial effects on the financial statements of the Group.

A3.
QUALIFICATION OF ANNUAL FINANCIAL STATEMENTS

There were no audit qualifications on the financial statements of the Company and its subsidiaries for the year ended 31 December 2005.

A4.
SEASONAL AND CYCLICAL FACTORS

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

A5.
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 current quarter under review and financial year-to-date except as disclosed in Note A2.

A6.
SIGNIFICANT ESTIMATES AND CHANGES IN ESTIMATES

There were no changes in estimates that have a material effect in the current quarter under review and financial year-to-date result.
A7.
ISSUANCES AND REPAYMENT OF DEBT AND EQUITY SECURITIES

There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities for the current quarter under review and financial year-to-date except as disclosed in Note A10.
A8.
DIVIDEND PAID


No dividend was paid in the current quarter under review and financial year-to-date.
A9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

There was no valuation of property, plant and equipment in the current quarter under review and financial year-to-date.
A10.
CHANGES IN COMPOSITION OF THE GROUP 

The Company obtained control over the financial and operating policies of Dufu Industries Sdn. Bhd. (“DISB”) and I.P.G. Metal Industry (M) Sdn. Bhd. (“IPG”) in accordance with the terms of the share sale agreement dated 13 March 2006 (“Acquisitions”). Accordingly, DISB and IPG became wholly-owned subsidiaries of the Company. The Acquisitions were completed on 30 August 2006 and were accounted for using the purchase method of consolidation. 

The acquisition of 5,000,000 ordinary shares of RM1.00 each in DISB representing the entire issued and paid-up capital of DISB for a purchase consideration of RM 29,110,000 fully satisfied by the issues of 58,220,000 Dufu shares at par.
The acquisition of 2,000,000 ordinary shares of RM1.00 each in IPG representing the entire issued and paid-up capital of IPG for a purchase consideration of RM 3,789,998 fully satisfied by the issue of 7,579,996 Dufu shares at par.

Save as disclosed above, there were no other changes in the composition of the Group during the current quarter and financial year-to-date.

A11.
SEGMENTAL INFORMATION

Geographical Segment
In determining the geographical segments of the Group, segment revenue is based on the geographical location of customers.

The Group’s financial information analysed by geographical segment for the current quarter and financial year ended 31 December 2006 is as follows:

	
	Current Quarter

31.12.2006
	Current Year To Date

31.12.2006

	Revenue
	RM ‘000
	RM ‘000

	Malaysia
	4,424
	16,796  

	Outside Malaysia
	36,830
	92,955 

	Total
	41,254
	109,751 


A12.
CHANGES IN CONTINGENT LIABILITIES

The Directors are of the opinion that the Group has no contingent liabilities which, upon crystallization would have a material impact on the financial position and business of the Group since the last annual Balance Sheet date as at 31 December 2005.
A13.
CAPITAL COMMITMENTS
As of 31 December 2006, the Group has capital expenditure contracted but not provided for in the financial statements of approximately RM 9,100,000.
A14.
SUBSEQUENT EVENTS
On January 31, 2007, Dufu issued a prospectus for the public issue of 24,200,000 new ordinary shares of RM0.50 each and offer for sale of 9,800,000 ordinary shares of RM0.50 each at an issue/offer price of RM0.70 each in conjunction with the listing of the company on the Second Board of Bursa Securities. 

The public issue/offer for sale shares were oversubscribed and fully taken up as at the closing date on 9 February 2007. The entire issued and paid-up share capital of the Company of 90,000,000 ordinary shares is expected to be listed on the Second Board of Bursa Securities on 28 February 2007.

Save as disclosed above, there were no other material events subsequent to the end of the current quarter.

B. Explanatory Notes Pursuant to Appendix 9B, Part A of the Listing Requirement of Bursa   

     Malaysia Securities Berhad
B1.
PERFORMANCE REVIEW
The Group recorded profit before taxation of RM9.297 million on the back of a revenue of RM 109.751 million for the financial year ended 31 December 2006.

There were no comparative figures in the preceding financial year as this is the Group’s first quarterly announcement.

B2.
COMPARISON WITH PRECEDING QUARTER’S RESULTS
There were no comparative figures for the immediate preceding quarter as this is the Group’s first quarterly report.

B3.
COMMENTARY ON PROSPECTS

Barring any unforeseen circumstances, the Directors of Dufu are of the opinion that the results for the financial year ending 31 December 2007 will be satisfactory as awareness of our existing products, services and brand name continues to increase while new projects are scheduled to be launched during the second half of our financial year.

B4.
VARIANCES FROM PROFIT FORECAST AND PROFIT GUARANTEE

The actual Profit After Tax of RM8.337 million was higher than the forecast PAT of RM7.804 million or 6.8%. This positive variation is mainly due to a better sales achieved. The actual revenue of RM109.751 million is higher by RM7.69 million or 7.5% from forecasted revenue of RM102.061 million.


The Group did not announce any profit guarantee.

B5.
TAXATION
	
	Current Quarter
31 Dec 2006
	
	Current Year
To date
31 Dec 2006

	
	RM’000
	
	RM’000

	
	
	
	

	Current tax expense
	415
	
	765

	Deferred tax expense
	195
	
	195

	Total
	610
	
	960


The tax expense for the current quarter ended 31 December 2006 is derived based on management’s best estimate of the tax rate for the financial period. The deferred tax liabilities arose from accelerated capital allowances over depreciation of qualifying property, plant and equipment. The effective tax rate of the Group for the current quarter and financial year to-date is lower than the statutory tax rate principally due to the availability of reinvestment allowances.

B6.
UNQUOTED SECURITIES AND/OR PROPERTIES

There were no purchases nor disposals of any unquoted securities and/ or properties for 

the current financial year and quarter to-date.

B7.
INVESTMENT IN QUOTED SECURITIES

There were no dealings by the Group in quoted securities for the current quarter and financial year to-date. The Group did not hold any investments in quoted securities as at 31 December 2006.

B8.
CORPORATE PROPOSAL

Save for the scheduled listing of Dufu on the Second Board of Bursa Securities as stated in Note A14, there is no corporate proposal announced but not completed as at the date of this announcement.

B9.
BORROWINGS


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

	
	Short-term

(Secured)
	
	Long-term

(Secured)

	
	RM’000
	
	RM’000

	
	
	
	

	Bank overdrafts
	1,364
	
	-

	Hire purchase
	5,068
	
	9,874

	Term Loans
	899
	
	10,625

	Bankers’ acceptance
	2,517
	
	-

	
	
	
	

	Total
	9,848
	
	20,499



The Group does not have any foreign borrowings and debts securities as at 31 December 

             2006.

B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS


There are no off balance sheet financial instruments as at 31 December 2006.

B11.
MATERIAL LITIGATION

As at the date of this announcement, there are no material litigations against the Group or taken by the Group.

B12.
DIVIDEND


No dividends were declared during the current financial quarter under review.

B13.
EARNINGS PER SHARE (“EPS”)

Basic

The basic EPS is calculated by dividing the net profit by the weighted average number of ordinary shares in issue:
	
	Current Quarter

31.12.2006
	Current Year To Date

31.12.2006

	
	RM ‘000
	RM ‘000

	Net profit attributable to ordinary shareholders
	2,908
	8,337  

	Weighted average number of ordinary shares of RM0.50 each in issue 
	21,933
	21,933 

	Basic EPS (sen)
	13.26
	38.01 



Diluted

The Group does not have any convertible shares or financial instruments for the current financial quarter and financial year to-date
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