WILLOWGLEN MSC BERHAD (Company No. 462648-V)



CONDENSED CONSOLIDATED INCOME STATEMENTS

For the period ended 30 June 2004


	
	3 months ended

30 June
	6 months ended

30 June

	
	2004

RM’000
	2003

RM’000
	
	2004

RM’000
	2003

RM’000

	Contract revenue
	8,496
	
	7,158
	
	15,591
	
	12,685

	
	
	
	
	
	
	
	

	 Operating loss
	(923)
	
	(318)
	
	(1,100)
	
	(1,440)

	Interest income
	44
	
	39
	
	86
	
	83

	Loss before taxation


	(879)
	
	(279)
	
	(1,014)
	
	(1,357)



	Tax expense
	(85)
	
	(84)
	
	(202)
	
	(142)

	Net loss for the period
	(964)
	
	(363)
	
	(1,216)
	
	(1,499)

	Basic loss per ordinary share (sen)
	(0.39)
	
	(0.15)
	
	(0.49)
	
	(0.61)

	
	
	
	
	
	
	
	


The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.

CONDENSED CONSOLIDATED BALANCE SHEET

At 30 June 2004

	
	
	Note
	30 June 2004

RM’000
	
	31 December 2003

RM’000

	
	
	
	
	
	

	Property, plant and equipment
	
	2,686
	
	2,961

	Development costs
	A4
	2,072
	
	2,428

	
	
	
	4,758
	
	5,389

	Current Assets
	
	
	
	

	
	Inventories
	
	2,567
	
	2,706

	
	Trade and other receivables
	
	15,465
	
	13,545

	
	Tax recoverable
	
	177
	
	130

	
	Cash and cash equivalents
	
	9,724
	
	12,866

	
	
	
	27,933
	
	29,247

	
	
	
	
	
	

	Current Liabilities
	
	
	
	

	
	Trade and other payables
	
	2,434
	
	2,893

	
	Taxation
	
	402
	
	521

	
	
	
	2,836
	
	3,414

	Net Current Assets
	
	25,097
	
	25,833

	
	
	
	29,855
	
	31,222

	Financed by:

Capital and reserves


	
	
	
	

	
	Share capital
	
	24,800
	
	24,800

	
	Reserves
	
	4,973
	
	6,339

	Shareholders’ funds
	
	29,773
	
	31,139

	
	
	
	
	

	Long term and deferred liability
	
	
	
	

	
	Deferred taxation
	
	82
	
	83

	
	
	
	29,855
	
	31,222

	
	
	
	
	
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the period ended 30 June 2004

	
	
	--------------------------- Reserves --------------------------

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

	
	Share Capital
	Share premium
	Merger deficit
	Translation reserve
	Retained profits
	Total

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

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At 1 January 2004
	24,800
	4,440
	(7,585)
	348
	9,136
	31,139

	Exchange differences on translation of the financial statements of foreign entity
	-
	-
	-
	(150)
	-
	(150)

	Net loss not recognised

in the income statement
	-
	-
	-
	(150)
	-
	(150)

	Net loss for the period
	-
	-
	-
	-
	(1,216)
	(1,216)

	At 30 June 2004
	24,800
	4,440
	(7,585)
	198
	7,920
	29,773

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At 1 January 2003
	24,800
	4,440
	(7,585)
	44
	11,478
	33,177

	Exchange differences on translation of the financial statements of foreign entity
	-
	-
	-
	(224)
	-
	(224)

	Net loss not recognised

in the income statement
	-
	-
	-
	(224)
	-
	(224)

	Net loss for the period
	-
	-
	-
	-
	(1,499)
	(1,499)

	At 30 June 2003
	24,800
	4,440
	(7,585)
	(180)
	9,979
	31,454

	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

For the period ended 30 June 2004

	
	
	30 June 2004

RM’000
	30 June 2003

RM’000

	
	
	
	
	
	

	Cash flows from operating activities
	(2,857)
	
	1,762
	

	
	
	
	
	
	

	Cash flows from investing activities
	(56)
	
	(226)
	

	
	
	
	
	
	

	Cash flows from financing activities
	-
	
	-
	

	

	
	
	
	
	
	

	Net (decrease)/increase in cash and cash equivalents
	(2,913)
	
	1,536
	

	Cash and cash equivalents at 1 January
	10,649
	
	8,290
	

	Foreign exchange differences on opening balances
	(259)
	
	(210)
	

	Cash and cash equivalents at 30 June
	7,477
	
	9,616
	

	
	
	
	
	

	

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

	

	Fixed deposits placed with licensed banks
	5,898
	
	4,632
	

	Short term deposits (Repo) placed with 

a licensed bank
	300
	
	-
	

	Cash and bank balances
	3,526
	
	7,044
	

	
	9,724
	
	11,676
	

	Less:  
	Fixed deposits pledged with a licensed bank for banking facilities
	(2,247)
	
	(2,060)
	

	
	7,477
	
	9,616
	

	
	
	
	
	


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.

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 2003.

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 2003 except for the adoption of MASB31, Accounting for Government Grants and Disclosure of Government Assistance. 

Government grants in relation to development activities are recognized and shown as a deduction in arriving at the carrying amount of the Development Costs to which the grant relates.  The adoption of MASB 31 has no material impact on the financial statements of the Group.

A2
Audit qualification

The audit report of the Group’s annual financial statements for the year ended 31 December 2003 was not subject to any qualification.

A3
Seasonal or cyclical factors

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

A4
Development costs


The amortisation of development costs for the current year to date is RM0.36 million (2003 : RM0.36 million). All additional development costs incurred for the developed products amounting to RM0.72 million in the current financial year to date (2003 : RM0.71 million) were expensed to the Income Statement.
A5
Changes 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 quarter 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.

A6
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 period. 

A7
Dividends paid

There were no dividends paid during the current financial period ended 30 June 2004.

A8
Segmental reporting

The Group operates in three (3) principal geographical areas for the sales, implementation and maintenance of computer based control systems.

	Current Year To Date
	Malaysia
	Singapore
	Hong Kong
	Eliminations
	Consolidated

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

	
	
	
	
	
	

	Revenue from external customers
	1,874
	13,706
	11
	-
	15,591

	Inter-segment revenue
	498
	24
	-
	(522)
	-

	
	
	
	
	
	

	Total revenue
	2,372
	13,730
	11
	(522)
	15,591

	
	
	
	
	
	

	Segment result
	(1,927)
	924
	(166)
	69
	(1,100)

	
	
	
	
	
	

	Interest income
	
	
	
	
	86

	
	
	
	
	
	

	Loss before taxation
	
	
	
	
	(1,014)

	
	
	
	
	
	


A9
Valuation of property, plant and equipment

No revaluation of property, plant and equipment has been done since the preceding financial year ended 31 December 2003.

A10
Material events subsequent to the end of the interim period

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

A11
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter and current financial year to date.

A12
Changes in contingent liabilities or contingent assets

There were no contingent assets arising since the last audited financial statements for the year ended 31 December 2003. The update on the contingent liabilities is disclosed under Note B11-Changes in Material Litigation.

ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA’S LISTING REQUIREMENTS

B1
Review of performance

Group revenue increased by 18.7% to RM8.50 million for the current quarter as compared to RM7.16 million achieved in the previous year corresponding quarter.  The Group recorded a loss before taxation of RM0.88 million in the current quarter as compared to a loss before taxation of RM0.28 million in the preceding year corresponding quarter.

For the 6 months ended 30 June 2004, the Group recorded a revenue of RM15.59 million as compared to RM12.69 million achieved in the same period of 2003.  The Group recorded a loss before taxation of RM1.01 million compared to a loss before taxation of RM1.36 million in the corresponding period of last financial year.  This was mainly due to higher revenue generated and lower operating expenses incurred during the period.

B2
Variation of results against preceding quarter

	
	Current Quarter

30/06/2004

RM’000
	Preceding Quarter 

31/03/2004

RM’000

	
	
	
	
	

	Contract Revenue
	8,496
	
	7,095
	

	Loss before taxation
	(879)
	
	(135)
	


For the current quarter, the Group achieved a higher revenue of RM8.50 million as compared to RM7.10 million in the preceding quarter.  The Group recorded a loss before taxation of RM0.88 million as compared to a loss before taxation of RM0.14 million in the preceding quarter. This was mainly due to lower gross profit margin achieved during the current quarter.
B3
Current year prospects


During the first half of year 2004, the Group faced very competitive business conditions and it is expected to remain the same for the rest of the financial year.  However, the company would continue to increase its marketing efforts and introduce cost cutting measures to lessen the impact on its business.  Going forward, the Board will continuously review the business environment and take various strategies to improve the Group’s performance. 

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

Not applicable.

B5
Tax expense

	
	3 months ended 30/06/2004
	
	6 months ended 30/06/2004

	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Current Taxation
	85
	
	
	202
	

	Adjustment for under/(over) provisions

     in previous years
	-
	
	
	-
	

	Transfer to/(from) deferred taxation
	-
	
	
	-
	

	
	
	
	
	
	

	
	85
	
	
	202
	

	
	
	
	
	
	


The tax charge relates to tax on profits of a subsidiary which cannot be set-off against losses of the Company and other subsidiaries for tax purposes as group relief is not available.

The Company was granted Multimedia Super Corridor (“MSC”) status on 31 March 1998.  By virtue of this status, the Company has been granted full pioneer status as an incentive for a period of five years commencing year 2002.


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 to date.

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

As at 30 June 2004, the gross proceeds raised from the public issue of RM12.4 million has been fully utilised.  The details of the utilisation of proceeds are as follows:-

	Item
Description
	Proposed Utilisation
	Actual Utilisation
	Balance
	Note

	
	
	RM’000
	RM’000
	RM’000
	

	
	
	
	
	
	

	(i)
	Proposed overseas investment (RM656,000 has been reclassified to be used for working capital purposes – refer item (vi) below)
	444
	444
	-
	(i)

	(ii)
	R&D Expenditure
	1,500
	1,500
	-
	

	(iii)
	Repayment of bank overdrafts
	750
	750
	-
	

	(iv)
	Working capital
	7,250
	7,290
	(40)
	(ii)

	(v)
	Listing expenses
	1,800
	1,760
	40
	(ii)

	(vi)
	Working capital 

(reclassified from proposed overseas investment)


	656
	656
	-
	(i)

	
	
	12,400
	12,400
	-
	

	
	
	
	
	
	




Note :

(i)
As at 31 March 2004, there was an amount of RM656,000, representing 5.29% of the total gross proceeds raised from the Company’s public issue unutilised. The said funds were originally intended to fund the Company’s initial expenses to set-up a  representative office in Hong Kong as well as to fund the running and operational costs for the first two (2) years of operations.  Due to the over-estimation of the expenses required to set-up the Hong Kong office and initial delays in recruiting suitably qualified staff to operate the office, the said funds were unutilised. The Company’s wholly owned subsidiary, Willowglen (Hong Kong) Pte Limited only commenced operations on 17 February 2003 and is actively marketing the Group’s products in Hong Kong and Southern China.


In view that the original objective of the Company to set-up its representative office in Hong Kong has been achieved, the Company has written to Bursa Malaysia Securities Berhad (“Bursa Malaysia”) on 13 April 2004 to seek their approval to re-classify the remaining funds of RM656,000 to be used for the Company’s working capital purposes.  The Company has obtained Bursa Malaysia’s approval on 26 April 2004 and as at 30 June 2004, the funds have been fully utilised.

(ii)
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 30 June 2004.

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 (“I-Cert”)

On 31 May 2001, WG Msia had filed suit No. D4-22-971-2001 in the Kuala Lumpur High Court against I-Cert.  The net amount claimed is RM286,168.98 after deducting RM105,000.00 recovered from I-Cert and the amount agreed to be paid to WG Msia of RM410,981.52 by the principal employer of I-Cert.   The Court granted an Order In Terms for the Application for Summary Judgment against I-Cert on 4 April 2004 

On 20 February 2004, the Judge has allowed I-Cert’s Appeal against the Summary Judgment on the basis that there exist triable issues that need to be canvassed in a Full Trial.  As a result, all related petitions, applications and appeals have been withdrawn so as to proceed to set the matter for Full Trial.  On 2 March 2004, the Notice for Case Management was filed and the Case Management was fixed on 6 September 2004.

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

On 2 August 2002, WG Msia filed the Winding Up Petition (Kuala Lumpur High Court Winding Up No. D1-28-680-2002) against Dectra for the outstanding debts of RM335,475.  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.  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.

On 12 March 2003 the Winding Up Petition filed by WG Msia against Dectra was dismissed with costs on the ground that there is a bona fide dispute by Dectra.  As a result, WG Msia filed an application to amend its Statement of Defence for the Dectra suit to include the outstanding sum of RM335,475.00 due to WG Msia as a counter claim.  On 19 May 2003, the said application was granted by the Court.

The suit which was fixed for Case Management on 4 March 2004 was postponed to 7 April 2004 and then to 7 May 2004.  On even date, the Judge had fixed the Full Trial dates on 10 January 2005 – 12 January 2005.

B12
Dividends

No interim dividend has been recommended for the quarter under review.

B13
Basic earnings/(loss) per ordinary share

The calculation of basic earnings/(loss) per ordinary share is based on the net profit/(loss) attributable to shareholders divided by the number of ordinary shares outstanding during the period, calculated as follows:-

	
	3 months ended 

30 June 
	6 months ended

30 June

	
	2004
	2003
	2004
	2003

	
	
	
	
	

	Net loss attributable to shareholders (RM’000)
	(964)
	(363)
	(1,216)
	(1,499)

	Number of ordinary shares in issue during the period (‘000)
	248,000
	248,000
	248,000
	248,000

	
	
	
	
	

	Basic loss per ordinary share (sen)
	(0.39)
	(0.15)
	(0.49)
	(0.61)


BY ORDER OF THE BOARD

WILLOWGLEN MSC BERHAD

MICHAEL WAYNE PRICE
Executive Director
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