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

Quarterly report for the fourth quarter ended 31 December 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 and in accordance with the new accounting policies adopted for the financial year ending 31 December 2006 as reported in the first quarter ended 31 March 2006. These explanatory notes attached to the interim financial statements provides an explanation of events and transactions that are significant to the 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 financial year ended 31 December 2005 except for the adoption of the new and revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006 as reported in the first quarter ended 31 March 2006.

2.
Auditors’ Report of Preceding Annual Financial Statements

The auditors’ 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 financial quarter under review.

5.
Changes in Estimates


There were no changes in estimates that have had a material effect in the current financial 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 financial quarter under review.
7.
Dividend Paid


A tax-exempt interim dividend of 1.6 sen per share for the year ended 31 December 2006 was paid on 29 September 2006.

8.
Segmental Information


Comparative segmental information was not available for previous year period because the acquisition of foreign subsidiaries took place only during the current year.

	
	3 months 

ended 31 December
	Cumulative 12 months ended 31 December

	
	2006
	2005
	2006
	2005

	Segment Revenue
	
	
	
	

	Revenue from operations:
	
	
	
	

	 Malaysia
	1,830,920
	-
	5,224,881
	-

	 Asia Pacific 
	2,528,232
	-
	5,323,362
	-

	Total revenue including inter-segment sales
	4,359,152
	-
	10,548,243
	-

	Elimination of inter-segment sales
	(4,377)
	-
	(9,802)
	-

	Total
	4,354,775
	-
	10,538,441
	-


	
	3 months 

ended 31 December
	Cumulative 12 months ended 31 December

	
	2006
	2005
	2006
	2005

	Segment Results
	
	
	
	

	Results from operations:
	
	
	
	

	 Malaysia
	841,634
	-
	2,816,352
	-

	 Asia Pacific 
	51,108
	-
	212,993
	-

	Total results
	892,742
	-
	3,029,345
	-

	Elimination
	-
	-
	-
	-

	Total
	892,742
	-
	3,029,345
	-


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 financial quarter under review that has not been reflected in the financial statements herein.

11.
Changes in the Composition of the Group

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

12.
Changes in Contingent Liabilities

There is no contingent liability as at 21 February 2007 (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 fourth quarter ended 31 December 2006 (“4Q2006”), the Group recorded a revenue of RM4,354,775 representing a growth of 401% compared to a revenue of RM868,797 achieved in the same quarter last year (“4Q2005”). Gross profit also increased by 300% to RM1,755,335 in 4Q2006 as compared to corresponding 4Q2005 of RM438,410. 

The improved performance in 4Q2006 is mainly due to the larger contributions from its recently acquired subsidiary companies, Ygl Asia Pac and Ygl HK.

14.
Material Changes in Profit Before Tax Against Preceding Quarter

Profit before taxation (“PBT”) of RM1,016,250 for 4Q2006 is higher than the preceding third quarter ended 30 September 2006 (“3Q2006”) of RM658,659 by 54%. This was due to the overall improvements in performance from the subsidiary companies recently acquired by Ygl, namely Ygl Asia Pac and Ygl HK.
15.

Corporate Proposals

Change of name of subsidiary company

As announced on 20 November 2006, Elitus Asia Pacific Pte Ltd had changed its name to Ygl Convergence (Asia Pacific) Pte Ltd.

On 12 December 2006, Ygl had announced that its subsidiary Ygl Consulting Sdn. Bhd. had changed its name to Ygl Convergence Malaysia Sdn. Bhd. with effect from 8 December 2006 pursuant to the Certificate on Change of Name of Company which was received from the Companies Commission of Malaysia on the even date.

Further, as announced on 26 February 2007, SCS Information Technology (HK) Limited, a wholly owned subsidiary of Ygl, had changed its name to Ygl Convergence (HK) Limited.

Save as disclosed below, there were no corporate proposals announced but not completed as at the date of this announcement:-

(i)
Acquisition of new subsidiary company

On 28 September 2006, Ygl had announced that the Company had entered into a conditional share sale agreement with Mr. To King for the acquisition by Ygl of Two Million Seven Hundred and Sixty Thousand (2,760,000) ordinary shares of Hong Kong Dollar One (HKD1.00) each, representing 60% of the equity interest in Computer Processing Services Limited (“CPSL”), for a total cash consideration of HKD2,730,000 only.

The acquisition was approved by Bank Negara Malaysia on 13 October 2006 and two instalment payments amounting to HKD1,638,000 had been made. The acquisition is currently under the final stage of completion. 

16.
Prospects for 2007



The recent acquisition of CPSL marked the completion of the first phase of Ygl’s expansion plan. As part of the conditions precedent of the CPSL acquisition, CPSL had acquired the entire interest in King's System (Shanghai) Co., Ltd, a corporation operating in Shanghai, People's Republic of China.  Arising thereon, upon the completion of the acquisition of CPSL, Ygl will be represented regionally in five (5) countries, namely Malaysia, Thailand, Singapore, Hong Kong and China.  This will make Ygl one of the largest Asia based Enterprise Resource Planning (“ERP”) solutions provider in Asia, in terms of geographical spread.



The Board of Directors of Ygl believe that the prospects for 2007 are positive due to a wider regional coverage from Ygl’s active acquisitions, higher customer conversion and regional selling. The current corporate structure will enable Ygl to quickly kick-start the second phase of Ygl’s expansion plan that is expected to further enhance the value of Ygl offerings in the region. 

17.
Taxation

There is no taxation charged on Ygl Multimedia, 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 December 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
	3,312,595
	817,405
	End 2007

	
	
	
	
	

	R&D expenditure
	1,320,000
	864,563
	455,437
	End 2007

	
	
	
	
	

	Working Capital
	610,000
	610,000
	-
	End 2006

	
	
	
	
	

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

	
	
	
	
	

	Total
	7,560,000
	6,287,158
	1,272,842
	


21.
Cash and cash equivalents

	
	
	
	31 December 2006

RM’000



	Fixed deposit
	
	
	5,397

	Cash and bank balances
	
	
	1,164

	
	
	
	6,561


22.
Company Borrowings and Debt Securities

As at 31 December 2006, Ygl has an outstanding balance of RM83,101 on a hire purchase facility.                                                                                                                                                                                                                            

23.
Capital Commitment


As at 21 February 2007 (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. There is a balance outstanding amounting to HKD1,092,000 payable upon the completion of the acquisition of CPSL.

24.
Off Balance Sheet Financial Instruments

The Company does not have any financial instrument with off balance sheet risks as at 21 February 2007 (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 fourth quarter ended 31 December 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 21 February 2007 (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 had declared and paid a tax-exempt interim dividend of 1.6 sen per share for the year ended 31 December 2006 compared to a tax-exempt dividend of 1.5 sen per share which was declared and paid for the year ended 31 December 2005.

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 December
	Cumulative 12 months ended 31 December

	
	2006
	2005
	2006
	2005

	Profits for the period attributable to shareholders (RM)
	892,742
	299,513
	3,029,345
	1,340,329

	Weighted average number of ordinary shares in issue
	66,800,000
	66,800,000
	66,800,000
	36,866,683

	Basic earnings per share (sen)
	1.34
	0.45
	4.53
	3.64
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