WONG ENGINEERING CORPORATION BERHAD

(Company No. 409959 – W)

(Incorporated in Malaysia)

SELECTED EXPLANATORY NOTES 

TO THE INTERIM FINANCIAL REPORT

FOR FINANCIAL PERIOD ENDED

31 OCTOBER 2004
1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and the additional disclosure requirements stated in Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 October 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 October 2003 except for the adoption of MASB 29, Employee Benefits, which has been adopted retrospectively. There was no material effect arising from the adoption of this Standard and no prior year’s adjustments are thus effected.
The following notes explain the 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 October 2003.

2. Audit qualification 

There were no qualifications on the audit report of the financial statements for the year ended 31 October 2003.

3. Seasonal or cyclical factors

Generally, the Group performs better in the second half of the financial year due to higher demand from multinational customers towards the end of the calendar year. 

4. Exceptional and extraordinary items

During the quarter, the group has recognized the following exceptional items : -



Description





RM’000



Impairment of plant & equipment


     1,412

               
Inventory written off



                 1,187 

        
Termination benefits                                  
 
          93

5. Changes in estimates

There were no material changes in the estimates used for the preparation of this interim financial report.
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6. Changes in debts and equity securities

There were no issuance, cancellations, repurchase, resale and repayments of debt and equity securities for the financial year-to-date except for the 27,000 ordinary shares of RM1 each issued and allotted pursuant to the exercise of ESOS. The details of the issued and paid up ordinary share capital of the Company as at 31 October 2004 are as follows:-

	
	No of shares (‘000)
	RM’000

	
	
	

	As at 31 October 2003
	45,817
	45,817

	Ordinary shares issued pursuant to ESOS
	27
	27

	As at 31 October  2004
	45,844
	45,844

	
	
	


7. Dividends paid

During the period ended 31 October 2004, the Company paid a 3% final tax exempt dividend amounting to RM1,375,320 in respect of the financial year ended 31 October 2003.

8. Segmental revenue and results

The Group’s business segment comprises the manufacturing and sale of high precision metal stamped parts, high precision turned metal components, automated equipment.

Business segmental information has not been prepared as all the Group’s revenue and operating profit are mainly confined to one business segment.

9. Property, plant and equipment

The property, plant and equipment except for freehold land are stated at cost/valuation less accumulated depreciation and accumulated impairment losses, if any.

There were no material additions and write-down in property, plant and equipment during the quarter under review other than the impairment of the carrying amount of certain plant and equipment amounting to RM 1,412,000.

The valuation of property, plant and equipment has been brought forward without any amendments from the previous annual financial statements.
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10. Material post balance sheet date events

On 16 December 2004, the Group announced that its wholly owned subsidiary, Wong Engineering Industries Sdn Bhd (“WEI”) had disposed of its entire shareholding comprising  2 ordinary shares of RM1 each fully paid up in Impianex Sdn Bhd to third parties  for a cash consideration of RM 2 . As a result of the above disposal, the Group made an estimated capital gain of RM139,000 from the transaction.

There was no other material events except the aforesaid event.

11. Changes in Group’s composition 

There were no significant changes in the composition of the Group during the current quarter  except on 28 September 2004, the Group acquired 90,000 ordinary shares of RM1.00 each representing 90% of the paid up capital of WE Micro Dynamics Sdn. Bhd. (“WEMD”) for a total consideration of RM90,000. 

12. Changes in contingent liabilities and assets

There were no contingent liabilities and assets at the end of the reporting period.
13. Review of performance for current quarter and financial year -to-date

The cumulative current year to date revenue of RM28.4 million was 76% lower than the cumulative preceding year to date ended 31 October 2003. This was mainly attributable to the cessation of the Group’s hard disk drive business during the quarter ended 31 October 2003. The Group also recorded a loss before tax of RM6.4 million for the cumulative current year to date as compared to a profit before tax of RM2.3 million for the cumulative preceding year to date ended 31 October 2003 . The decrease in its operating results was due to the exceptional items as disclosed in Note 4 above.

14. Commentaries on profit before tax for current quarter as compared with the immediate preceding quarter

The Group’s loss before tax (“LBT”) for the quarter ended 31 October  2004 was RM3.2 million as compared to RM1 million in the preceding quarter. The Group’s Revenue for the current quarter ended 31 October 2004 was RM7.5 million as compared to RM7.3 million in the preceding quarter. The disproportionate loss before tax  in relation to the results of the Group for the current quarter as compare to preceding quarter is mainly due to exceptional items as disclosed in Note 4 above . 
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15. Commentaries on prospects for the reporting year

Barring any unforeseen circumstances that may adversely affect the global economy, the Directors anticipate that the Group’s performance in the next financial period to be satisfactory. 

16. Variance of profit forecast

Not applicable as no profit forecast was published.

17. Tax expense

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter

31 October 04
	
	Preceding year quarter

31 October 03
	
	Cumulative year to date

31 October 04
	
	Preceding year to date

31 October 03

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

	
	(Unaudited)
	
	(Unaudited)
	
	(Unaudited)
	
	(Unaudited)

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

	
	
	
	
	
	
	
	

	Tax expense
	
	
	
	
	
	
	

	  - current tax
	63
	
	19
	
	63
	
	17

	  - prior year tax
	12
	
	
	
	12
	
	

	
	
	
	
	
	
	
	

	Deferred tax
	
	
	
	
	
	
	

	-origination/

  (reversal) of temporary differences        
	(310)
	
	669
	
	(310)
	
	669

	  - prior year
	(16)
	
	-
	
	(16)
	
	

	
	(251)
	
	688
	
	251
	
	    686


18. Profit/(Loss) on sale of unquoted investment and properties for the current quarter and financial year to date

There were no disposals of unquoted investments and properties for the current quarter and financial year-to-date under review except the group realized a gain of RM 16,000 on disposal of  a  property  in a subsidiary .
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19. Purchase or disposal of quoted securities

The Group did not purchase or dispose of any quoted securities during the period.

20. Status of corporate proposals 

There were no corporate proposals that have been announced by the Company but not completed as at the date of this announcement.
21. Group borrowing 

The Group borrowings as at 31 October 2004: 
	
	
	RM’000

	
	Current
	

	
	-Secured
	

	
	 Term loans
	111

	
	  Hire purchase obligations
	530

	
	
	641

	
	-Unsecured
	

	
	  Term loans
	-

	
	  Hire purchase obligations
	829

	
	
	828

	
	
	

	
	
	1,470

	
	
	

	
	Non-current
	

	
	-Secured
	

	
	Term loans
	-

	
	  Hire purchase obligations
	383

	
	
	383

	
	
	

	
	-Unsecured
	

	
	Term loans
	-

	
	Hire purchase obligations
	121

	
	
	121

	
	
	

	
	
	504


The above Group borrowings are denominated in Ringgit Malaysia.
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22. Off balance sheet financial instruments

The Group did not enter into any contracts involving off balance sheet financial instruments as at 30 December 2004.

23. Capital commitments

There was no capital commitment during the period under review.

24. Changes in material litigation

The Group was not engaged in any material litigation as at 30 December  2004.

25. Proposed dividend

For the financial year ended 31 October 2004, a first and final tax exempt dividend of 3 sen per share has been recommended by the directors.

26. Earnings/(Loss) per share

Basic earnings/(loss) per share

The calculation of basic earnings per share for the cumulative year to date is based on the net loss attributable to ordinary shareholders of RM5,901,000 and weighted average number of ordinary shares outstanding during the period of 45,841,000.

The calculation of basic earnings per share for the current quarter is based on the net loss attributable to ordinary shareholders of RM2,911,000 and weighted average number of ordinary shares outstanding during the quarter of 45,844,000.

Weighted average number of ordinary shares

	
	Current 

Quarter
	Cumulative Quarter

	
	No of shares (‘000)
	No of shares (‘000)

	
	
	

	Issued ordinary shares at beginning of the period
	45,844
	45,817

	Effect of shares issued in the period
	-
	24

	
	
	

	Weighted average number of ordinary shares
	45,844
	45,841
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26.
Earnings/(Loss) per share (Cont’d)

Diluted earnings/(loss) per share

The calculation of diluted earnings per share for the cumulative year to date is based on the net loss attributable to ordinary shareholders of RM5,901,000 and weighted average number of ordinary shares outstanding during the period of 45,837,000.

The calculation of diluted earnings per share for the current quarter is based on the net loss attributable to ordinary shareholders of RM2,911,000 and weighted average number of ordinary shares outstanding during the quarter of 44,294,000.

Adjusted weighted average number of ordinary shares

	
	Current 

Quarter
	Cumulative Quarter

	
	No of shares (‘000)
	No.of shares (‘000)

	
	
	

	Weighted average number of ordinary shares 
	45,844
	45,841

	Effect of dilution : share options 
	    (1,550)
	(4)

	Adjusted weighted average number of ordinary shares
	44,294
	45,837

	
	
	


27. Related party transactions

There were no related party transactions during the quarter under review.
By order of the board

Goh Kah Seng

Executive Director

Date this  30 Dec 2004
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