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WONG ENGINEERING CORPORATION BERHAD

(Company No. 409959 – W)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR TWELVE MONTHS ENDED 

31 OCTOBER 2010


1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and the applicable disclosure provision of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 October 2009.

The preparation of an interim financial report in conformity with FRS134, Interim Financial Reporting requires management to make judgements, estimates and assumptions that affect the application of polices and reported amounts of assets and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated financial statements and selected explanatory notes. 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 2009. The condensed consolidated interim financial statements and notes thereon do not include all of the information required for full set of financial statements prepared in accordance with FRS.
2. Changes in accounting policies

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 2009. 

3. Audit qualification 
There were no qualifications on the audit report of the financial statements for the financial year ended 31 October 2009.

4. Seasonal or cyclical factors 
Generally, the Group would perform better in the second half of the financial year due to higher seasonal demand from multinational customers towards the end of the calendar year.  
5. Unusual items due to their nature, size or incidence

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the period under review. 

6. Changes in estimates

There was no material changes in the estimates used for the preparation of this interim financial report.

7. Changes in debts and equity securities

For the current quarter to date, no ordinary shares were purchased on the market of the Exchange.
The details of the treasury shares held as at 31 October 2010 are as follows:-

	   
	Number  of Shares
	Total Amount Paid 

	
	
	RM

	
	
	

	 Balance of treasury shares as at 01 November 2009
	1,851,000 
	888,245

	 Shares bought back during the period
	2,000

	717


	 Balance of treasury shares as at 31 October 2010
	1,853,000 
	    888,962


All the shares bought are retained as treasury shares in accordance with the requirements of Section 67A of the Companies Act, 1965.

The treasury shares held had been accounted for on the cost method. The amount of consideration paid including directly attributable costs, is recognised as costs and set off against equity.
8. Dividends paid

Final tax exempt dividend of 1.5 sen per ordinary share was approved on 21 April 2010 and paid on 10 May 2010 (Financial year ended 31 October 2009: tax exempted dividend of 1.5 sen per ordinary share).
9. Segmental revenue and results

The Group’s business segment comprises manufacturing and sale of high precision metal sheet fabrication and assembly, high precision turned metal components, semi-conductor tools and consumables parts.

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

10. 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.

Freehold land is stated at valuation.

During the 12 months ended 31 October 2010, the Group acquired plant and equipment with an aggregate cost of RM2,851,000 (12 months ended 31 October 2009: RM4,682,000). The amount of RM2,851,000 was paid by cash (12 months ended 31 October 2010: RM2,942,000 by cash, RM1,740,000 was included in other payables at Balance Sheet date). 
During the 12 months ended 31 October 2010, the Group disposed of plant and equipment with a net book value of RM1 resulting in a gain of RM73,000 (12 months ended 31 October 2009: The Group disposed of plant and machinery with a net book value of RM372,000 resulting in a loss of RM185,000).
The valuation of property, plant and equipment was brought forward without any amendment from the previous annual financial statements.
11. Material post balance sheet date events

There were no items, transactions or events of a material and unusual nature which have arisen from the balance sheet date to the date of announcement which would have substantially affected the results for the Group in this interim financial report.
12. Changes in Group’s composition 

There were no changes in the composition of the Group during the quarter under review except that one of the subsidiaries, WEC Investment Pte. Ltd. has been officially struck off the register by the Accounting and Corporate Regulatory Authority (ACRA) of Singapore pursuant to Section 344(2) of the Companies Act.
13. Changes in contingent liabilities and assets

There were no contingent liabilities and assets at the end of the reporting period except for the corporate guarantee issued to financial institutions for credit facilities and hire purchase facilities granted to the subsidiaries amounting to RM26,190,500 and RM667,000 respectively (31 October  2009: Credit facility RM25,480,000, Hire purchase RM167,000).
14. Review of performance for current quarter and financial year-to-date against the immediate preceding year
For the quarter under review as compared to its preceding year corresponding quarter, there was an increase in loss before tax of RM1.4 million although with higher revenue. The increase of loss before tax were attributed to the lower export receipt due to weaker USD against MYR, write down of inventories to Net Reliasable Value and write off of long outstanding disputed debtor balances.
The slight decrease in loss before tax for current year to date as compared to preceding year to date was in line with the increase in revenue.
15. Commentaries on loss before tax for current quarter as compared with the immediate preceding quarter

The Group’s loss before tax in the current quarter increased to RM2,227,000 from a profit before tax of RM322,000 suffered in the immediate preceding quarter due to reasons mentioned earlier. Currently, we are re-negotiating for price adjustment with our customers due to the weaken USD against MYR and increased cost of material.
16. Prospects 

The Group is optimistic that its performance will remain satisfactory in the next financial year as the Group continues to diversify its revenue streams in industry and customer base.
17. Variance of profit forecast

The Group did not publish any profit forecast for the period under review.
18. Tax expense
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter

31 October 10
	
	Preceding year quarter

31 October 09
	
	Cumulative year to date

31 October 10
	
	Preceding year to date

31October 09

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

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

	Tax expense
	
	
	
	
	
	
	

	  - current tax
	203
	
	212
	
	203
	
	212

	  - prior year tax
	(10)
	
	290
	
	(10)
	
	290

	
	
	
	
	
	
	
	

	Deferred tax
	
	
	
	
	
	
	

	   - origination of 
	
	
	 
	
	
	
	

	      temporary differences
	(24)
	
	25
	
	(24)
	
	25

	   - prior year
	13
	
	(95)
	
	13
	
	(95)

	
	182
	
	432
	
	182
	
	432


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

There was no disposal of unquoted investment and property for the period under review.
20. Purchase or disposal of quoted securities

The Group did not purchase or dispose of any quoted securities during the period under review. The Group does not have any quoted securities as at the end of the current quarter.

21. Status of corporate proposals 

       There is no corporate proposal announced or uncompleted as at the date of this announcement.
22. Bank borrowings

The bank borrowings as at 31 October 2010 are as follows: 
	
	31 October  2010
	
	31 October 2009

	
	(Unaudited)
	
	(Audited)

	
	RM’000
	
	RM’000

	Current:
	
	
	

	 Hire Purchase
	249
	
	167

	 Term Loan
	112
	
	311

	
	361
	
	478

	
	
	
	

	Non-Current
	
	
	

	 Hire Purchase
	418
	
	· 

	 Term Loan
	· 
	
	116

	
	418
	
	116

	
	
	
	


23. Off balance sheet financial instruments

The Group did not enter into any contract involving off balance sheet financial instruments as at            the date of this report.                          


24. Capital commitments

	Motor vehicle

      Contracted  but not provided for in the  

      financial statements
	                                            2010

                                             RM

                                          653,948


        25. Changes in material litigation

The Group was not engaged in any material litigation for the current financial year to date.

 26. Proposed dividends
The directors do not recommended any interim dividend for the financial period ended 31 October 2010.


27.
Loss per share

Basic loss per share

The basic loss per share of the Group are calculated by dividing the net loss for the current period to date by the ordinary shares in issue after excluding treasury shares.  
	                                                                                                         
	Current Quarter
	Cumulative Quarter

	
	31 October 10
	31 October 10

	
	(Unaudited)
	(Unaudited)

	
	
	

	Net loss for the period attributable to shareholders (RM’000)
	2,640
	2,710

	Shares in circulation (‘000)
	89,836
	89,836

	
	
	

	Basic loss per ordinary share (sen) 
	2.94
	3.02


28. 
Related party transactions


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

Dato’ Wong Kem Woh 

Chairman & Chief Executive Officer
 28 December 2010 
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