Ygl Convergence Berhad (649013-W) (Ygl OR COMPANY)

NOTES TO THE FINANCAL STATEMENT

1. Basis of Preparation

The interim financial report has been prepared in compliance with MASB 26 (interim financial reporting). The interim financial report should be read in conjunction with the audited financial statement of the Company for the financial year ended 31 December 2004.

2.
Qualification of Financial Statement

The audit report on the preceding annual financial statements was not subject to any qualification.

3.
Nature and Amount of Exceptional and Extraordinary Items

There were no unusual items in the financial statements under review.

4.
Valuation of Property, Plant and Equipment


The Company did not revalue any of its property, plant and equipment.  

5. Pre-acquisition Profit 

The Company is dormant as at 31 March 2005. The actual date for the completion of the acquisitions of Ygl's operating subsidiaries, namely Ygl Consulting Sdn Bhd (YGLC) and Ygl Multimedia Resources Sdn Bhd (YGLM) was 31 May 2005.

For the purpose of the Proforma Group results for the period ended 31 March 2005, it is assumed that the acquisitions of YGLC and YGLM, were completed on 1 January 2005. As such, there are no pre-acquisition profits. 

6. Taxation


Current Quarter

31 March 2005 
Year to Date

31 March 2005


RM
RM





Taxation charge
54,791
54,791





The taxation charge for the current quarter under review is in respect of income derived from YGLC only.  The Company is not subject to taxation as it is dormant during the period ended 31 March 2005.  There is no taxation charge on YGLM, as the company has been accorded Multimedia Super Corridor (MSC) Status and was granted Pioneer Status effective from 2 April 2004, which exempts 100% of the statutory business income from qualifying products from taxation for a period of 5 years. 

The effective tax rate of the Group is lower than the statutory tax rate due to the availability of the tax-free status of a subsidiary during the current financial period.

7.
Profit/(Loss) on sale of Unquoted Investments and/or Properties

There were no disposal of unquoted investment and properties in the quarter ended 31 March 2005. 

8.

Purchase or Disposal of Quoted Securities

There were no purchases or disposals of quoted securities in the quarter ended 31 March 2005.

9.
Changes in the Composition of the Group 

For the purpose of the Proforma Group results for the period ended 31 March 2005, it is assumed that the acquisitions of YGLC and YGLM, were completed on 1 January 2005.  As such, there were no changes in composition of the Company/Group for the 3 months ended 31 March 2005.  However, the following should be noted:-

(i)
Acquisition of YGLC

Pursuant to the Share Purchase Agreement (“SPA”) between Ygl and the shareholders of YGLC dated 31 May 2005, which replaced an earlier SPA dated 4 May 2004, Ygl acquired 300,000 ordinary shares of RM1.00 each in YGLC, representing 100.0% of the issued share capital of YGLC for a purchase consideration of RM2,199,998 satisfied entirely by the issuance of 21,999,980 ordinary shares of RM0.10 each (“Shares”) in Ygl Convergence at par credited as fully paid up.

The acquisition of YGLC was completed on 31 May 2005.

(ii)
Acquisition of YGLM

Pursuant to the SPA between Ygl and the shareholders of YGLM dated 4 May 2004, Ygl Convergence acquired 2 ordinary shares of RM1.00 each in YGLM, representing 100.0% of the issued share capital of YGLM for a purchase consideration of RM300,000 satisfied entirely by the issue of 3,000,000 Ygl Shares at par credited as fully paid up.

The acquisition of YGLM was completed on 31 May 2005.
Upon completion of the acquisitions of YGLC and YGLM, YGLC and YGLM became the wholly-owned subsidiaries of Ygl and the issued and paid-up share capital of Ygl increased from RM2 comprising 20 Ygl Shares to RM2,500,000 comprising 25,000,000 Ygl Shares credited as fully paid-up.

10.

Corporate Proposals

There were no corporate proposals announced or completed as at 5 July 2005 (the latest practicable date which is not earlier than 7 days from date of issue of this financial results) except for the following:-

The Company has issued a prospectus dated 17 June 2005 for the following in conjunction with its listing on the MESDAQ market of Bursa Malaysia Securities Berhad (“Bursa Securities”):-

(i)
Public issue of 8,400,000 new ordinary shares of RM0.10 each in Ygl comprising:-

· 5,560,000 new ordinary shares of RM0.10 each by way of private placement to identified public investors; 

· 2,000,000 new ordinary shares of RM0.10 each available for application by public; and

· 840,000 new ordinary shares of RM0.10 each available for application by eligible directors, employees and business associates of Ygl and its subsidiary companies

at an issue price of RM0.90 per ordinary share payable in full on application;

(ii)
Offer of employee share option scheme options in Ygl to its non-executive directors; and

(iii)
Bonus issue of 33,400,000 new ordinary shares of RM0.10 each in Ygl to be credited as fully paid-up to the shareholders of Ygl on the basis of one (1) Share for every one (1) existing Share held in Ygl after the public issue.

The new Ygl Shares pursuant to the public issue were over subscribed on its closing date on 27 June 2005 and the entire enlarged share capital of the company of 66,800,000 Shares are expected to be listed on the MESDAQ Market of Bursa Securities on 13 July 2005.  

11.
Issuance and Repayment of Debt and Equity Securities 

Save as disclosed under paragraph 9 and paragraph 10(i) and (iii), there were no issuance and repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial quarter to date.

12.
Company Borrowings and Debt Securities

The borrowing of the Proforma Group as at 31 March 2005 is as follow:-


RM

Short Term Borrowing


Bank overdraft (secured)
125,577

13.
Contingent Liabilities 

There was no contingent liability as at 5 July 2005 (being the latest practicable date which is not earlier than 7 days from date of issue of this financial results).

14.
Off Balance Sheet Financial Instruments

The Company does not have any financial instrument with off balance sheet risk as at 5 July 2005 (the latest practicable date which is not earlier than 7 days from the date of issue of this financial results).

15.
Review of Performance 

The Proforma Group achieved a revenue and profit after taxation of RM1,266,317 and RM819,992 respectively for the first quarter ended 31 March 2005.  The results of the first quarter are encouraging, indicating the market acceptances of Ygl’s products and services.

16.
Current Year’s Prospects

With the increased market recognition and leadership position created with certain Ygl product lines such as Taxcom, the directors are optimistic that the Group is expected to achieve encouraging and creditable results for the financial year ending 31 December 2005. Moreover, the Group is expecting to expand its operations in line with its listing on the MESDAQ Market.

17.
Material Litigation

The Company/Group is not engaged in any material litigation either as plaintiff or defendant and the directors do not have any knowledge of any proceedings pending or threatened against the Company as at 5 July 2005 (being the latest practicable date which is not earlier than 7 days from the date of issue of this financial results).

18.
Segmental Information 
The Proforma Group is principally engaged in the provision of consulting services for ERP solutions and development and sales of software systems.  The segmental results of the Proforma Group for the period ending 31 March 2005 based on activities and market are as follows:-



Malaysia

Thailand

Consolidated



RM

RM

RM

Revenues







Consulting Services

520,997

140,605

661,602

Development and Sales of Software System

604,715

-

604,715

Total Revenue

1,125,712

140,605

1,266,317

19.
Variance between Actual Profits and Profit Forecast


Not applicable as there was no profit forecast disclosed in Ygl’s prospectus dated 17 June 2005. 

20.

Dividend


The Board did not declare any interim dividend for the three months ended 31 March 2005.

21.
Earnings Per Share 

The proforma earnings per share of the Group was calculated based on proforma profit after taxation of the Group divided by the number of Shares in issue after the issuance of new shares pursuant to the acquisition of YGLC and YGLM.  


Quarter Ended

Year To Date Ended


31 March 2005

31 March 2005

Net profit attributable to ordinary shareholders (RM’000)
819,992

819,992






Basic




Total number of Shares assumed in issue after the acquisition of YGLC and YGLM *
25,000,000

25,000,000

Adjusted weighted average number of Shares 
25,000,000

25,000,000






  Basic earnings per ordinary share (sen)
3.28

3.28






Diluted




  Adjusted weighted average number of Shares 
25,000,000

25,000,000

  Public Issue : No. of unissued shares
8,400,000

8,400,000

  Bonus Issue: No. of unissued shares
33,400,000

33,400,000

  ESOS : No. of unissued shares
6,680,000

6,680,000






  Diluted weighted average number of ordinary shares (‘000)
73,480,000

73,480,000

  




  Diluted earnings per ordinary share (sen)
1.12

1.12

*
For the purpose of the Proforma Group results for the period ended 31 March 2005, it is assumed that the acquisitions of YGLC and YGLM, were completed on 1 January 2005.  The actual completion date for the acquisitions of YGLC and YGLM was 31 May 2005.
22. Comparison of Quarterly Profits Before Taxation with Immediate Preceding Quarter


Not applicable as this is the first quarterly report for the Group as Ygl is in its first year of listing on the MESDAQ market of Bursa Securities. No corresponding figures for the year 2004 have been included.
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