WILLOWGLEN MSC BERHAD (Company No. 462648-V)


CONDENSED CONSOLIDATED INCOME STATEMENTS

For the period ended 31 December 2002

	
	3 months ended

31 December
	12 months ended

31 December

	
	2002

RM’000
	2001

RM’000
	
	2002

RM’000
	2001

RM’000

	Revenue
	7,639
	
	7,065
	
	28,705
	
	28,210

	
	
	
	
	
	
	
	

	Operating profit


	350


	
	873


	
	1,770


	
	2,735



	  Financing costs
	-
	
	(15)
	
	(36)
	
	(66)

	Interest income
	47
	
	-
	
	172
	
	14

	Profit before tax


	397
	
	858


	
	1,906
	
	2,683



	Tax expense
	(209)
	
	(59)
	
	(572)
	
	(780)

	Net profit for the period
	188
	
	799
	
	1,334
	
	1,903

	Basic earnings per ordinary share (sen)
	0.08
	
	0.43
	
	0.58
	
	1.02

	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.

CONDENSED CONSOLIDATED BALANCE SHEET

At 31 December 2002

	
	
	Note
	31 December 2002

RM’000
	
	31 December 2001

RM’000

	
	
	
	
	
	

	Property, plant and equipment
	
	3,072
	
	3,358

	Development costs
	A4
	3,138
	
	3,201

	
	
	
	6,210
	
	6,559

	Current Assets
	
	
	
	

	
	Inventories
	
	2,609
	
	1,663

	
	Amount due from contract customers
	
	11,127
	
	8,724

	
	Trade and other receivables
	A5
	6,949
	
	7,763

	
	Tax recoverable
	
	119
	
	27

	
	Cash and cash equivalents
	
	10,319
	
	156

	
	
	
	31,123
	
	18,333

	
	
	
	
	
	

	Current Liabilities
	
	
	
	

	
	Amount due to contract customers
	
	184
	
	112

	
	Trade and other payables
	
	3,338
	
	2,393

	
	Amount due to ultimate holding company
	
	-
	
	500

	
	Short term borrowings
	
	-
	
	640

	
	Taxation
	
	582
	
	910

	
	
	
	4,104
	
	4,555

	Net Current Assets
	
	27,019
	
	13,778

	
	
	
	33,229
	
	20,337

	Financed by:

Capital and reserves


	
	
	
	

	
	Share capital
	
	24,800
	
	18,600

	
	Reserves
	
	8,377
	
	1,659

	Shareholders’ funds
	
	33,177
	
	20,259

	
	
	
	
	

	Long term and deferred liability
	
	
	
	

	
	Deferred taxation
	
	52
	
	78

	
	
	
	33,229
	
	20,337

	
	
	
	
	
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2002

	
	----------------- Non-distributable ----------------
	Distributable

	
	Share Capital
	Merger deficit
	Translation reserve
	Share premium
	Retained profits
	Total

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

	
	
	
	
	
	
	

	At 1 January 2002
	18,600
	(7,585)
	(900)
	-
	10,144
	20,259

	Currency translation differences
	-
	-
	944
	-
	-
	944

	Net profit not recognised in the income statement
	-
	-
	944
	-
	-
	944

	Issue of shares
	6,200
	-
	-
	6,200
	-
	12,400

	Listing expenses
	-
	-
	-
	(1,760)
	-
	(1,760)

	Net profit for the year
	-
	-
	-
	-
	1,334
	1,334

	At 31 December 2002
	24,800
	(7,585)
	44
	4,440
	11,478
	33,177

	At 1 January 2001
	18,600
	(7,585)
	(131)
	-
	8,241
	19,125

	Currency translation differences
	-
	-
	(769)
	-
	-
	(769)

	Net losses not recognised in the income statement
	-
	-
	(769)
	-
	-
	(769)

	Net profit for the year
	-
	-
	-
	-
	1,903
	1,903

	At 31 December 2001
	18,600
	(7,585)
	(900)
	-
	10,144
	20,259

	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001 which was presented as Statement of Recognised Gains and Losses.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 December 2002

	
	
	31 December 2002

RM’000
	31 December 2001

RM’000

	
	
	
	
	
	

	Cash flows from operating activities
	299
	
	(92)
	

	
	
	
	
	
	

	Cash flows from investing activities
	(2,579)
	
	(1,972)
	

	
	
	
	
	
	

	Cash flows from financing activities
	10,140
	
	500
	

	
	
	
	
	
	

	
	
	
	
	
	

	Net increase/(decrease) in cash and cash equivalents
	7,860
	
	(1,564)
	

	Effects of exchange rate changes
	923
	
	(146)
	

	Cash and cash equivalents at 1 January
	(484)
	
	1,187
	

	Foreign exchange differences on cash and 

     cash equivalents
	(9)
	
	39
	

	Cash and cash equivalents at 31 December
	8,290
	
	(484)
	

	
	
	
	
	

	

	Cash and cash equivalents included in the Condensed Consolidated Cash Flow Statement comprise the following balance sheet amounts:-

	

	Fixed deposits with licensed banks
	6,080
	
	-
	

	Cash and bank balances
	4,239
	
	156
	

	Bank overdrafts
	-
	
	(640)
	

	
	10,319
	
	(484)
	

	Less:  
	Fixed deposits pledged with a licensed bank for banking facilities
	(2,029)
	
	-
	

	
	8,290
	
	(484)
	

	
	
	
	
	


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2001.

NOTES TO THE INTERIM FINANCIAL REPORT

A1
Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001 except for the adoption of the following:

(a) MASB 19, Events After Balance Sheet Date;

(b) MASB 20, Provisions, Contingent Liabilities and Contingent Assets which are applied retrospectively.  Comparative figures have not been restated as the previous accounting policies were in line with the accounting standards;

(c) MASB 21, Business Combination which is applied prospectively;

(d) MASB 23, Impairment of Assets, which is applied prospectively; and

(e) MASB 24, Financial Instruments: Disclosure and Presentation, which has been adopted prospectively.

A2
Audit qualification

The preceding annual financial statements of the Group were not qualified.

A3
Seasonal or cyclical factors

The Group’s operations were not subject to any seasonal or cyclical changes.

A4
Development costs


The Group has started to amortise the development costs with the commencement of commercial operations by the Company in June 2002.  Total amortisation for the current financial year is RM0.41 million. All additional development cost incurred for the developed products are expensed in the Income Statement as incurred.
A5
Trade and other receivables

An allowance for doubtful debts amounting to RM0.60 million was made during the financial year.

A6
Change in estimates of amounts reported in prior interim reports or prior financial years which have a material effect in the current quarter

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

A7
Issuance, cancellations, repurchases, resale and repayments of debt and equity securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current financial year except for the public issue of 62,000,000 new ordinary shares of RM0.10 each at the issue price of RM0.20 per ordinary share by the Company, in conjunction with its listing on the Kuala Lumpur Stock Exchange MESDAQ Market. 

A8
Dividends paid

There were no dividends paid during the financial year.

A9
Segmental reporting

The Group operates in two (2) principal geographical areas for the sales, implementation and maintenance of computer based control system (SCADA).

	Current Year To Date
	Malaysia
	Singapore
	Eliminations
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue from external customers
	8,996
	19,709
	-
	28,705

	Inter-segment revenue
	3,623
	434
	(4,057)
	-

	
	
	
	
	

	Total revenue
	12,619
	20,143
	(4,057)
	28,705

	
	
	
	
	

	Segment result
	(753)
	2,528
	-
	1,775

	
	
	
	
	

	Unallocated expenses
	
	
	
	(5)

	Financing costs
	
	
	
	(36)

	Interest income
	
	
	
	172

	
	
	
	
	

	Profit before tax
	
	
	
	1,906

	
	
	
	
	

	
	
	
	
	


A10
Valuation of property, plant and equipment

No revaluation of property, plant and equipment has been done since the preceding financial year ended 31 December 2001.

A11
Material event subsequent to the end of the interim period

There were no material events subsequent to the end of the interim period.

A12
Changes in composition of the Group

During the financial year, the Company has incorporated a wholly owned subsidiary, Willowglen (Hong Kong) Pte Limited in Hong Kong with an authorised, issued and paid-up share capital of HK$10,000.00 divided into 10,000 ordinary shares of HK$1.00 each.   

A13
Changes in contingent liabilities or contingent assets

The company has given corporate guarantees for bank guarantee facilities for its wholly owned subsidiary for RM5.85 million. As at 31 December 2002, the actual utilisation of these bank guarantee facilities is RM2.85 million.

In addition to the above, the Group has utilised RM4.89 million from other bank guarantee facilities mainly in the form of performance bonds for projects undertaken by the Group.        

ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

B1
Review of performance


For the current financial year ended 31 December 2002, the Group revenue increased marginally by 1.75% to RM28.71 million as compared to RM28.21 million achieved in the preceding financial year. The Group recorded a lower profit before tax of RM1.91 million in the current financial year as compared to RM2.68 million achieved in the preceding financial year, reflecting a decrease of 28.96%. This was mainly due to higher operating costs incurred and the commencement of the amortisation of development costs in the current financial year. 

B2
Variation of results against preceding quarter

	
	Current Quarter

31/12/2002

RM’000
	Preceding Quarter 

30/09/2002

RM’000
	Difference

(%)

	
	
	
	
	
	
	

	Turnover
	7,639
	
	7,975
	
	(4.21%)
	

	Profit before taxation
	397
	
	597
	
	(33.50%)
	


For the current quarter, the Group achieved a turnover of RM7.64 million compared to RM7.98 million in the preceding quarter.  The Group recorded a decrease in the profit before taxation of 33.50% as compared to the preceding quarter. This was due to higher operating costs incurred during the current quarter.      
B3
Prospects for 2003


The prospects for the financial year ending 31 December 2003 is expected to be challenging in line with the weaker economic conditions both locally and abroad. 

B4
Variance of actual profit from forecast profit and shortfall of profit guarantee

Not applicable.

B5
Tax expense

	
	3 months ended 31/12/2002
	
	12 months ended 31/12/2002

	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Current Taxation
	209
	
	
	596
	

	Adjustment for under/(over) provisions

     in previous years
	-
	
	
	6
	

	Transfer to/(from) deferred taxation
	-
	
	
	(30)
	

	
	
	
	
	
	

	
	209
	
	
	572
	

	
	
	
	
	
	


The Group’s effective tax rate is higher than the prima facie tax rate as the tax charge relates to tax on profits of a subsidiary which cannot be set-off against losses of another subsidiary for tax purposes as group relief is not available.

B6
Unquoted investments and properties

There were no purchases or disposal of unquoted investments and properties during the current quarter and current financial year to date.

B7
Quoted investments

There were no purchases or disposal of quoted investments during the current quarter and current financial year.

B8
(a)
Status of corporate proposal announced

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

(b)
Status of the utilisation of proceeds


The details of the utilisation of proceeds from the public issue as at 31 December 2002 are as follows:-

	
Description
	Proposed Utilisation
	Actual Utilisation
	Balance
	Note

	
	
	RM’000
	RM’000
	RM’000
	

	
	
	
	
	
	

	(i)
	Proposed overseas investment
	1,100
	5
	1,095
	(i)

	(ii)
	R&D Expenditure
	1,500
	795
	705
	

	(iii)
	Repayment of bank overdrafts
	750
	750
	-
	(ii)

	(iv)
	Working capital
	7,250
	7,290
	-
	(ii)

	(v)
	Listing expenses
	1,800
	1,760
	-
	(iii)

	
	
	
	
	
	

	
	
	12,400
	10,600
	1,800
	

	
	
	
	
	
	




Note :

(i)
The Group has incorporated a wholly owned subsidiary in Hong Kong in September 2002 to market the Group’s products in Hong Kong and Southern China. There was a delay to commence operations due to difficulties in recruiting suitable personnel. This issue has been resolved and the company has started operations on 17 February 2003.


(ii)
The Board treats the bank overdrafts as part of the working capital as whatever repayment made can be utilized again in the future when the need arises. The actual amount of the bank overdrafts increased to RM1.18 million at the time of actual repayment.  Hence, the excess funds from the working capital were used to cover the additional overdraft of RM0.43 million in order to save interest costs for the Group.


(iii)
The unutilised amount of RM40,000 was used as additional working capital.

B9
Group borrowings and debt securities

There were no group borrowings and debt securities outstanding as at 31 December 2002.

B10
Off balance sheet financial instruments

The group does not have any financial instruments with off balance sheet risk as at the date of this announcement.

B11
Changes in material litigation

(a)
Willowglen (Malaysia) Sdn Bhd (“WG Msia”) vs I-Cert Sdn Bhd (“Defendant”)

On 31 May 2001, WG Msia had filed suit No. D4-22-971-2001 in the Kuala Lumpur High Court against the Defendant claiming RM802,150.50 for non-payment for installation and services rendered and materials supplied.  WG Msia had filed an Order 14 Application for Summary Judgement on 15 August 2001.  However, the Defendant had on 30 October 2001 served on WG Msia, an Application to Strike Out the Writ of Summons.

On 21 January 2002, the parties agreed to a settlement of RM802,150.50 without interest and costs in the following manner:-

(i) In respect of the sum of RM410,981.52, the defendant agreed to use its best endeavors to procure the sum to be paid directly by the Defendant’s principal employer to WG Msia;

(ii) The sum of RM391,168.98 to be paid by the Defendant to WG Msia in equal monthly installments of RM15,000.00 per month commencing from the first week of February 2002 until full settlement of this sum.


In consideration of the above, the parties agreed that the Defendant would withdraw its Application to Strike Out the Writ of Summons with liberty to file afresh and no order as to costs, and that WG Msia would adjourn its Application for Summary Judgement for two (2) months from 22 January 2002 pending the fulfillment of the above terms and conditions.  

All relevant documents have been obtained for the principal employer of the Defendant to pay the sum of RM410,981.52 directly to WG Msia.  The Defendant has stopped making the installment payment to WG Msia. As at the date of this announcement, WG Msia has collected RM105,000.00 out of the agreed sum of RM391,168.98. 

The Hearing of the Order 14 Application for Summary Judgment was fixed on 30 January 2003. On 30 January 2003, both parties were directed to file written submission and the decision date is fixed on 11 March 2003. 

(b)
Dectra Sdn Bhd (“Dectra”) vs Willowglen (Malaysia) Sdn Bhd (“WG Msia”)


WG Msia received a Purchase Order dated 14 April 2000 from Dectra engaging WG Msia to perform the ‘PLC Engineering and Programming for the KIPC – Dungun Water Supply Project’.  The value of the works awarded to WG Msia is RM372,750.00.

The works had been completed and Dectra had accepted it on 23 October 2001.  After many attempts to recover the outstanding sum of RM335,475.00, WG Msia proceeded to file the Winding Up Petition (Kuala Lumpur High Court Winding Up No. D1-28-680-2002) against Dectra on 2 August 2002.  The hearing date was fixed on 17 September 2002 but was subsequently postponed to 18 November 2002, 28 January 2003 and then to 12 March 2003.

However, on 26 December 2002, WG Msia was served with a Writ of Summons (Kuala Lumpur High Court Writ Of Summons No: D8-22-1796-02) dated 8 November 2002 by Dectra.  Dectra alleged that WG Msia has failed to complete the ‘PLC Engineering and Programming for the KIPC – Dungun Water Supply Project’ works according to specification and the agreed deadline of 1 March 2001.  Dectra also alleged that they have incurred a sum of approximately RM1.2 million to perform the necessary corrective works to complete the project.

The claim against WG Msia is for specific damages amounting to RM1.2 million plus other damages, relief, interest and legal fees, the amount of which could not be ascertained as at the date of this announcement.

After seeking legal advice, the Board of Directors is of the view that the company expects to successfully defend this action and does not believe that Dectra has a valid claim as Dectra 

had accepted the works carried out via their acceptance dated 23 October 2001 and there is no provision of Liquidated Ascertained Damages in their Purchase Order.

B12
Dividends

No dividend has been recommended for the quarter under review.

B13
Basic earnings per ordinary share

The calculation of basic earnings per ordinary share is based on the net profit attributable to shareholders divided by the weighted average number of ordinary shares in issue calculated as follows:-

	
	3 months ended 

31 December 
	12 months ended

31 December 

	
	2002
	2001
	2002
	2001

	
	
	
	
	

	Net profit attributable to shareholders (RM’000)
	188
	799
	1,334
	1,903

	
	
	
	
	

	Issued ordinary shares at the beginning of 

    the period (‘000)
	248,000
	186,000
	186,000
	186,000

	Effect of shares issued on 12/04/2002 (‘000)
	-
	-
	44,674
	-

	Weighted average number of ordinary shares

    in issue (‘000)
	248,000
	186,000
	230,674
	186,000

	
	
	
	
	

	Basic earnings per ordinary share (sen)
	0.08
	0.43
	0.58
	1.02


BY ORDER OF THE BOARD

WILLOWGLEN MSC BERHAD

DIONG KING EWU
Managing Director


5

