Ygl Convergence Berhad (649013-W) (“Ygl” or “Group”)

Quarterly report for the first quarter ended 31 March 2006


PART A - EXPLANATORY NOTES PURSUANT TO FRS 134 INTERIM FINANCIAL REPORTING 

1. Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with FRS 134, Interim Financial Reporting and the Listing Requirements of the Bursa Malaysia Securities Berhad for the MESDAQ Market. 

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2005. These 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.

The significant accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new and revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006:

FRS 3

Business Combination

FRS 101
Presentation of Financial Statements

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 132
Financial Instruments: Disclosures and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

The adoption of the above standards does not have significant financial impact on the Group except for the following:

(a) FRS 3: Business Combinations

Under FRS 3, negative goodwill which represents the excess in fair value of the net identifiable assets acquired over the cost of the acquisition, is now recognized immediately to the income statement. Prior to 1 January 2006, negative goodwill was classified under discount on acquisition in the Balance Sheet. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 January 2006 of RM1,728,826 was derecognized resulting in a corresponding increase in retained earnings.

(b) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has caused the presentation of the comparative financial statements of the Group to be restated to conform with the current period’s presentation.

2.
Auditors’ Report of Preceding Annual Financial Statements

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

3.
Seasonality or Cyclicality of Interim Operations


The business of the Group was not affected by any significant seasonal or cyclical factors.
4.
Unusual Items due to their Nature, Size or Incidence

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

5.
Changes in Estimates


There were no changes in estimates that have had a material effect in the current quarter under review.

6.
Issuance and Repayment of Debt and Equity Securities


There were no issuance or repayment of debt and equity securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current quarter under review.
7.
Dividend Paid


No dividends were recommended and/or paid in the current quarter under review.

8.
Segmental Information


Not applicable.  No segmental analysis is prepared as the Group is involved in a single industry relating to software solution.  The business of the Group is principally carried out in Malaysia.
9.
Valuations of Property, Plant & Equipment

The valuations of property, plant and equipment have been brought forward, without amendments from the financial statements for the financial year ended 31 December 2005.  

10.
Material Events subsequent to the Balance Sheet date


There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements for the current quarter under review.

11.
Changes in the Composition of the Group


There were no changes in the composition of the Group for the current quarter under review.

12.
Changes in Contingent Liabilities

There is no contingent liability as at 23 May 2006 (the latest practicable date not earlier than 7 days from the date of issue of this financial result).

PART B - EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD 

13.
Review of Performance 

For the first quarter ended 31 March 2006, the revenue for the Group decreased by 12.4% to RM1,108,992 from RM1,266,317 for the corresponding quarter last year. There was a corresponding decrease of 29.5% in net profit for this quarter as compared with the corresponding quarter last year. 

This was mainly due to: 

· a drop in revenue from the Consulting division, whilst the revenue from the Software division remained stable; and

· increase in professional staff cost. The number of professional staff has increased by 28.6% since the corresponding quarter last year. The additional staff force is expected to contribute positively to the Group’s future revenue.

14.
Material Changes in Profit Before Tax Against Preceding Quarter

Profit before taxation of RM586,162 for the first quarter ended 31 March 2006 is higher than the preceding fourth quarter ended 31 December 2005 of RM276,180 by 112.2%. 

The higher profit before taxation was due to higher revenue recorded by the Software division which contributes a higher profit margin as compared to the Consulting division.

15.

Corporate Proposals

On 16 December 2005, Ygl had announced that the company had entered into a conditional Share Sale Agreement with Toh Keng Ching and Heng Su-Lin for the acquisition by Ygl of 192,000 ordinary shares of Singapore Dollar One (SGD) 1.00 each, representing 60% of the equity interest in Elitus Asia Pacific Pte Ltd (“Elitus”), for a total cash consideration of RM1.3 million. Ygl had, on 29 March 2006, announced that the acquisition of Elitus had been approved by Bank Negara Malaysia. Accordingly, the acquisition of Elitus was completed on 11 May 2006.
Save as disclosed below, there were no corporate proposals announced but not completed as at the date of this announcement:-

On 24 April 2006, Ygl had announced that the company had entered into a conditional Share Sale Agreement with Singapore Computer Systems Ltd for the acquisition of 44,677,220 ordinary shares of Hong Kong Dollar One (HKD) 1.00 each, representing the entire issued and paid-up share capital of SCS Information Technology (HK) Limited (“SCSHK”) for a total cash consideration of SGD200,000. Ygl had, on 17 May 2006, announced that the acquisition of SCSHK had been approved by Bank Negara Malaysia. The acquisition of SCSHK is currently pending completion.
16.
Prospects for 2006



The acquisitions of Elitus and SCSHK will enable Ygl to extend its regional coverage to Singapore and Hong Kong, which are both financial centres for Asia. Coupled with the initiatives taken by Ygl with the world-class principals such as Microsoft, Sage Asia and SSA Global, Ygl can further enhance its market presence and recognition in the Enterprise Resource Planning (“ERP”) industry in Asia. This is expected to contribute positively to the Group’s revenue in 2006. The Group will continue to search for opportunities to expand its regional business.

17.
Taxation

The taxation charged is in respect of Ygl Consulting Sdn Bhd (“YGLC”) only.  There is no taxation charged on Ygl Multimedia Resources Sdn Bhd (“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 MSC status is renewable for another 5 years.

18.
Profit on sale of Unquoted Investments and/or Properties

There were no disposal of unquoted investments and properties in the current financial quarter under review. 

19.

Purchase or Disposal of Quoted Securities

There were no purchases or disposals of quoted securities in the current financial quarter under review.

20.
Status on Utilisation of Listing Proceeds

The details of the utilisation of the gross listing proceeds as at 31 March 2006 are as below:-

	Description 
	Proposed Utilisation

RM
	Actual Utilisation

RM
	Balance

RM
	Timeframe for Utilisation

	
	
	
	
	

	Future business expansion and capital expenditure
	4,130,000
	764,689
	3,365,311
	End 2007

	
	
	
	
	

	R&D expenditure
	1,320,000
	110,353
	1,209,647
	End 2007

	
	
	
	
	

	Working Capital
	610,000
	299,569
	310,431
	End 2006

	
	
	
	
	

	Estimated Listing Expenses
	1,500,000
	1,500,000
	-
	Mid 2005

	
	
	
	
	

	Total
	7,560,000
	2,674,611
	4,885,389
	


21.
Cash and cash equivalents

	
	
	
	31 March 2006

RM’000



	Fixed deposit
	
	
	6,755

	Cash and bank balances
	
	
	   161

	
	
	
	6,916


22.
Company Borrowings and Debt Securities

As at 31 March 2006, Ygl has an outstanding balance of RM99,604 on a hire purchase facility.                                                                                                                                                                                                                            

23.
Capital Commitment


As at 23 May 2006 (the latest practicable date not earlier than 7 days from the date of issue of this financial result), the Group has no material capital commitment in respect of property, plant and equipment.

24.
Off Balance Sheet Financial Instruments

The Company does not have any financial instrument with off balance sheet risks as at 23 May 2006 (the latest practicable date not earlier than 7 days from the date of issue of this financial result).

25.
Significant Related Party Transactions

For the first quarter ended 31 March 2006, there were no significant related party transactions entered into by the Group.

26.
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 23 May 2006 (the latest practicable date not earlier than 7 days from the date of issue of this financial result).

27.
Profit Estimate/Forecast

Not applicable. 

28.

Dividend

The Board did not declare any interim dividend for the three months ended 31 March 2006.

29.
Earnings Per Share 

The basic earnings per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares.  

	
	3 months 

ended 31 March
	Cumulative 3 months ended 31 March

	
	2006
	2005
	2006
	2005

	Profits for the period attributable to shareholders (RM)
	578,162
	819,992
	578,162
	819,992

	Weighted average number of ordinary shares in issue
	66,800,000
	25,000,000
	66,800,000
	25,000,000

	Basic earnings per share (sen)
	0.87
	3.28
	0.87
	3.28
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