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AWC FACILITY SOLUTIONS BERHAD

(Company no. 550098-A)

(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED 31 DECEMBER 2003

1. BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with the requirements of the Malaysian Accounting Standards Board (“MASB”) Standard 26, Interim Financial Reporting and paragraph 9.22 and Appendix 9B of the Listing Requirements of the Malaysia Securities Exchange Berhad (MSEB).

The interim financial report should be read in conjunction with the audited financial statements for the year ended 30 June 2003.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the audited financial statement for the year ended 30 June 2003.


The following notes 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 existence of the Group with the acquisition of the subsidiary companies on 27 June 2003.

2. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 30 June 2003 was not subject to any audit qualification.

3. SEASONAL OR CYCLICAL FACTORS

The Group’s business was not affected by any significant seasonal or cyclical factors during the financial period under review.

4. EXTRAORDINARY AND EXCEPTIONAL ITEMS

There were no extraordinary items during the current quarter and financial year to date under review.

During the quarter under review an amount of RM293,997 is included as other income in the consolidated income statement being reimbursement of a shortfall in profit guaranteed by the vendors of a subsidiary in relation to the financial year ended 30 June 2003.

5. CHANGE IN ESTIMATES

There were no changes in estimates of amounts reported in the prior financial year that have a material effect in the current quarter.
6.
DEBT AND EQUITY SECURITIES

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities during the current quarter except for the Debt and Corporate Restructuring Scheme which resulted in the transfer of the listing status from Trans Capital Holding Berhad (TCHB) to the Company on 9 September 2003. The details of equity securities that were issued in the previous quarter is as follows:

a.
Issuance of 3,466,083 new ordinary shares of RM0.50 each at an issue price of RM0.60 per share in exchange for 100% equity interest in TCHB;

b. Issuance of 28,679,809 new ordinary shares of RM0.50 each at an issue price of RM0.60 per share in the Company as settlement of debts owing by TCHB to its unsecured creditors;

c. Restricted issue of 5,000,000 new ordinary shares of RM0.50 each at an issue price of RM0.60 per share to certain existing shareholders of the Company;

d. Public issue of 17,100,000 new ordinary shares of RM0.50 each at an issue price of RM0.60 per share in the Company as follows:

· 4,100,000 new ordinary shares to the Malaysian Public;

· 1,000,000 new ordinary shares to the former minority shareholders of TCHB; and

· 12,000,000 new ordinary shares by way of placement.

7. 
DIVIDENDS

No dividends have been declared or paid by the Company during the financial year to date.

8.
SEGMENTAL INFORMATION

	
	
	Investment holding
	
	Integrated facility management
	
	M&E engineering
	
	Eliminations
	
	Consolidated

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

	
	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	
	
	
	

	External revenue
	
	-
	
	18,670
	
	23,413
	
	               -
	
	42,083

	Inter-segment revenue
	
	-
	
	           3,276
	
	44
	
	(3,320)
	
	-

	Total revenue
	
	-
	
	21,946
	
	23,457
	
	(3,320)
	
	42,083


	
	
	Investment holding
	
	Integrated facility management
	
	M&E engineering
	
	Eliminations
	
	Consolidated

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

	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	

	Profit/(Loss) from operations
	
	(212)
	
	3,561
	
	2,713
	
	(32)
	
	6,030

	Finance costs
	
	-
	
	(263)
	
	       (13)
	
	32
	
	 (244)

	Profit/(Loss) before tax
	
	(212)
	
	3,298
	
	2,700
	
	-
	
	5,786

	Taxation
	
	             -
	
	            (827)
	
	(469)
	
	-
	
	(1,296)

	Profit/(Loss) after tax
	
	(212)
	
	2,471
	
	2,231
	
	-
	
	4,490


9.
CARRYING AMOUNT OF REVALUED ASSETS

The valuation of freehold land and building have been brought forward, without any amendment from the audited financial statements for the year ended 30 June 2003. The carrying value is based on a valuation carried out in 1998 by an independent qualified valuer on an open market value basis, less accumulated depreciation.

10.
SUBSEQUENT EVENTS

There were no material events subsequent to the end of the current quarter. 

11.
CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS

The Directors are not aware of any material contingent liabilities or contingent assets as at the date of this report.

12. 
CAPITAL COMMITMENTS

There were no material capital commitments which require disclosure in this report.

13.
CHANGES IN COMPOSITION OF THE GROUP

There were no material changes in the composition of the Group during the current quarter except that the Company had on 29 October 2003 acquired 300,000 ordinary shares of RM1.00 each representing 75% of the issued and paid-up share capital of Plant & Maintenance Engineering Sdn Bhd (PME) for a total cash consideration of RM1,300,000. 

a.
The fair values of assets and liabilities of the new subsidiary acquired were as follows:

	
	RM’000
	
	

	
	
	
	

	Property, plant and equipment
	1,876
	
	

	Current assets
	1,278
	
	

	Current liabilities
	       (3,097)
	
	

	Deferred taxation
	               (55)
	
	

	Net assets acquired
	2
	
	

	Minority interest
	*-
	
	

	Net assets acquired
	1
	
	

	Goodwill on acquisition
	1,299
	
	

	Total acquisition price
	1,300
	
	

	Less: Net bank overdraft balance
	                161
	
	

	Cash outflow on acquisition, net of bank overdraft acquired
	1,461
	
	

	
	
	
	


* Represents RM419

b.
The acquisition of PME had the following effect on the Group’s assets and liabilities as at 31 December 2003:

	
	2 months ended
	

	
	31/12/2003
	

	
	
	

	
	RM’000
	

	Income Statement:
	
	

	
	Revenue
	869
	

	
	Net operating costs
	            (719)
	

	
	Profit before taxation
	150
	

	
	Taxation
	-
	

	
	Profit after tax
	150
	

	
	Less: Minority interest
	(38)
	

	
	Increase in Group’s net profit at the end of current quarter
	112
	

	
	
	
	

	Balance Sheet:
	
	

	
	Property, plant and equipment
	1,841
	

	
	Current assets
	1,767
	

	
	Current liabilities
	        (3,401)
	

	
	Deferred taxation
	             (55)
	

	
	Net assets acquired
	152
	

	
	Minority interest
	             (38)
	

	
	Net assets acquired/Group’s share of net assets
	114
	

	
	Add: Goodwill on acquisition
	**1,299
	

	
	Increase in Group’s net assets
	1,413
	

	
	
	
	


** Goodwill will be reviewed at the current financial year-end ie 30 June 2004. Where an indication of impairment exists, the carrying value of goodwill will be assessed and written down.

14.
PERFORMANCE REVIEW

The Group was effectively formed on 27 June 2003 and was listed on the Second Board of the Malaysia Securities Exchange Berhad (MSEB) on 9 September 2003. Therefore, no comparative figures are presented as this is the second quarterly interim financial report announced by the Group in compliance with the MSEB requirements and in conjunction with its listing on the Second Board of the MSEB.

For the current financial quarter, consolidated revenue stood at RM22.58 million, an increase of approximately RM2.76 million or 10% from the previous quarter of RM19.5 million.  This increase was contributed mainly by increased sales from the mechanical and electrical (M&E) engineering division, as well as increased project revenue recognized by the Landscaping division.

For the 6 months ended 31 December 2003, the Group recorded revenue of RM42.08 million with a profit before tax of RM5.79 million. 

15.
COMMENTARY ON VARIATION OF RESULTS AGAINST PRECEDING QUARTER


The Group registered profit before tax of RM3.03 million for the quarter under review as compared to RM2.76 million in the previous quarter.  This increase of approximately 10% was due to the recognition of an amount of RM293,997 as other income in the current quarter as disclosed in note 4 above.

16.
COMMENTARY ON PROSPECTS

The integrated facilities management division of the Group has secured additional facilities management contracts which will contribute positively to the results of the Group in the ensuing quarter. Negotiations for a rate increase from a major customer is expected to be finalized in the third quarter.

The Directors are of the view that the overall performance of the Group for the remaining quarters of the current financial year will improve barring any unforeseen circumstances. 

17. 
PROFIT FORECAST OR PROFIT GUARANTEE

Not applicable.

18.
TAXATION

	
	Current quarter ended 

31/12/2003
	Year to date ended

31/12/2003

	
	RM’000
	RM’000

	
	
	

	Estimated tax payable 
	
	

	       - Malaysia income tax
	678
	1,284

	       - Foreign income tax
	99
	133

	
	777
	1,417

	
	
	

	Deferred tax – reversal of temporary differences
	(50)
	(121)

	
	727
	1,296

	
	
	


The Group’s effective tax rate is lower than the Malaysian general tax rate of 28% principally due to the fact that certain subsidiaries of the Group are subject to a lower statutory tax rate. 

19.
SALE OF UNQUOTED INVESTMENTS AND PROPERTIES

There were no sale of unquoted investments and properties during the quarter ended 31 December 2003

20.
QUOTED SECURITIES

There were no purchase or disposal of quoted securities during the current quarter ended 31 December 2003. As of 31 December 2003, there was no investment in quoted securities by the Group.

21.
CORPORATE PROPOSALS

a.
Status of Corporate Proposals

The Company issued a prospectus dated 31 July 2003 for a restricted and public offer of 22,100,000 new ordinary shares of RM0.50 each at an issue price of RM0.60 as disclosed in Note 6. The new shares arising therefrom were fully subscribed and paid for on its closing date, and the entire paid-up share capital of the Company was successfully listed on the Second Board of the MSEB on 9 September 2003.

b.
Status of Utilisation of Proceeds


The Company raised RM13.26 million from the restricted and public issue as set out in item a) above.  The details of the utilisation of the proceeds as at 31 December 2003 are as follows:

	
	
	Proposed Utilisation
	Already Utilised
	Balance
	Note

	
	
	RM’000
	RM’000
	RM’000
	

	Repayment to the Preferential Creditors of TCHB and the Scheme Subsidiaries pursuant to the Debt Settlement Scheme
	
	10,000
	8,165
	1,835
	(i)

	Restructuring and listing expenses
	
	2,500
	2,618
	   (118)
	(ii)

	Working capital
	
	760
	642
	118
	(ii)

	
	
	13,260
	11,425
	1,835
	


Note:

(i)
As at the date of this announcement, the process of settling the debts is still on going. 

(ii) The shortfall in funding for the Restructuring and Listing Expenses was drawn from the working capital portion.

22.
BORROWINGS AND DEBT SECURITIES

	
	
	As at

	
	
	31/12/2003
	
	30/06/2003

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Secured Short-term Borrowings:
	
	
	
	

	Bank overdrafts 
	
	182
	
	1,031

	Term loan (due within 12 months)
	
	1,199
	
	1,312

	Hire purchase payables (due within 12 months)
	
	331
	
	343

	
	
	1,712
	
	2,686

	
	
	
	
	

	Secured Long-term Borrowings:
	
	
	
	

	Term loan (due after 12 months)
	
	2,864
	
	3,369

	Hire purchase payables (due after 12 months)
	
	533
	
	589

	
	
	3,397
	
	3,958

	Total Borrowings
	
	5,109
	
	6,644

	
	
	
	
	


All of the above borrowings are denominated in Ringgit Malaysia.
23.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS 

There are no off balance sheet financial instruments as at the date of this announcement.

24.
MATERIAL LITIGATION

There are no material litigations or claims against the Group.

25.
EARNINGS PER SHARE

The basic earnings per ordinary share of the Group is calculated based on the Group’s net profit attributable to ordinary shareholders over the weighted average number of ordinary shares in issue during the period as follows:

	
	Current quarter ended 

31/12/2003
	Year to date

ended 31/12/2003

	
	
	

	Net profit attributable to ordinary shareholders (RM’000)
	2,265
	4,452

	Weighted average number of ordinary shares in issue (‘000)
	228,679
	218,074

	Basis earnings per share (sen)
	0.99
	2.04


The Group does not have in issue any financial instrument or other contract that may entitle its holder to ordinary shares in the Company and therefore, there is no potential dilutive effect to its basic earnings per share.

26.
AUTHORISATION FOR ISSUE


The interim financial report has been approved by the Board of Directors of the Company for issuance on 27 February 2004.

27.
COMPARATIVE FIGURES

As explained in Note 14, the Company has only recently (since 9 September 2003) been listed on the Second Board of the MSEB.  Therefore, no comparative figures for quarterly financial information is available for presentation.
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