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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 2004

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 BMSB.

The interim financial report should be read in conjunction with the audited financial statements for the year ended 30 June 2004.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the audited financial statements for the year ended 30 June 2004.


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.

2. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements for the year ended 30 June 2004 was not subject to any audit qualification.

3. EXTRAORDINARY AND EXCEPTIONAL ITEMS

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

4. SEASONAL OR CYCLICAL FACTORS

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

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.
SALE OF UNQUOTED INVESTMENTS AND PROPERTIES

There was no sale of unquoted investments and properties during the current quarter under review. 

7.
QUOTED SECURITIES

There was no purchase or disposal of quoted securities during the financial year under review. At the end of the current quarter under review, the Group did not hold any investments in quoted securities.

8.
CHANGES IN COMPOSITION OF THE GROUP

During the current quarter under review the Company completed the acquisition of a 51% equity interest in a new subsidiary, Nexaldes Sdn Bhd (“NSB”). The acquisition was completed on 26 November 2004, and had been accounted for by the acquisition method of accounting in the current quarter. Further details of this acquisition are provided in Note 9(c) below.
a.
The fair values of assets and liabilities of the new subsidiary acquired were as follows:

	
	RM’000
	
	

	
	
	
	

	Property, plant and equipment
	636
	
	

	Current assets
	7,230
	
	

	Current liabilities
	       (1,372)
	
	

	Long-term liabilities
	                (86)
	
	

	Net assets acquired
	6,408
	
	

	Minority interest
	           (3,140)
	
	

	Group’s share of net assets 
	3,268
	
	

	Goodwill on acquisition
	5,912
	
	

	Total acquisition price
	9,180
	
	

	Less: Cash and cash equivalents of the acquired subsidiary
	           (3,710)
	
	

	Total net acquisition price
	5,470
	
	

	Less: Acquisition price outstanding (Note 9(c))
	          (4,500)
	
	

	Cash outflow on acquisition, net of cash and cash 

    equivalents acquired
	970
	
	

	
	
	
	


b.
The acquisition of NSB had the following effect on the Group’s assets and liabilities as at 31 December 2004. (Acquisition was completed on 26 November 2004, however effective acquisition date is deemed to be 1 December 2004):

	
	1 month ended
	

	
	31/12/2004
	

	
	RM’000
	

	Income Statement:
	
	

	
	Revenue
	1,254
	

	
	Net operating costs
	            (883)
	

	
	Profit before taxation
	371
	

	
	Taxation
	               (64)
	

	
	Profit after tax
	307
	

	
	Less: Minority interest
	             (150)
	

	
	Increase in Group’s net profit at the end of current quarter
	157
	


	
	
	At 31/12/2004
	

	
	RM’000
	

	Balance Sheet:
	
	

	
	Property, plant and equipment
	623
	

	
	Current assets
	7,511
	

	
	Current liabilities
	                (1,337)
	

	
	Long-term liabilities
	                     (83)
	

	
	Net assets acquired
	6,714
	

	
	Minority interest
	                  (3,290)
	

	
	Group’s share of net assets
	3,424
	

	
	Add: Goodwill on acquisition
	*5,912
	

	
	Increase in Group’s net assets
	9,336
	

	
	
	
	


* In line with AWC’s existing accounting policies, goodwill will be reviewed at the end of the current financial year (i.e. 30 June 2005). Where an indication of impairment exists, the carrying value of goodwill will be assessed and written down.

9.
CORPORATE PROPOSALS

Status of Corporate Proposals

a.
Status of Utilisation of Proceeds


The Company raised RM13.26 million from a restricted and public issue en route to its listing on the Second Board of the BMSB on 9 September 2003.  The details of the utilisation of the proceeds as at 31 December 2004 are as follows:

	
	
	Proposed Utilisation
	
	Already Utilised
	
	Balance
	

	
	
	RM’000
	
	RM’000
	
	RM’000
	

	
	
	
	
	
	
	
	

	(a)  Repayment to the Preferential        

       Creditors of Trans Capital Holding   

       Berhad and the Scheme Subsidiaries     

       pursuant to the Debt Settlement    

       Scheme
	
	10,000
	
	8,357
	
	  1,643
	

	(b)  Restructuring and listing expenses
	
	2,500
	
	2,776
	
	       (276)
	

	(c)  Working capital
	
	760
	
	2,127
	
	     ( 1,367)
	

	
	
	13,260
	
	13,260
	
	              -
	


The Company has utilised the excess funds from category (a) to fund the expenses under (b) and also for working capital purposes for the Group’s core business.
b.
Proposed ESOS

The Company announced on 27 April 2004 that it is proposing to implement a new Employee Share Option Scheme (“ESOS”) of up to fifteen per centum (15%) of the issued and paid up capital of the Company to eligible employees and directors of the Company.

In conjunction with the implementation of the ESOS, the Company also proposed to amend Article 5 of the Articles of Association to facilitate the grant of options to eligible non-executive directors of the Company.

The Company had appointed K&N Kenanga Bhd as the Advisers for the Proposed ESOS and the Proposed Amendment to Articles of Association.  The Company has obtained the approval in-principle for the listing and quotation of the new shares in the Company to be issued pursuant to the Proposed ESOS from BMSB on 8 June 2004.

The Proposed ESOS was approved by the shareholders of the Company, at an Extraordinary General Meeting convened on 28th December 2004. To date no options have been granted.
c.
Acquisition of equity interest in a new subsidiary

The Company had on 26th August 2004 entered into a Sale and Purchase Agreement (“SPA”) with Sri Skanda Rajah A/L S.Ratnam and Gan Geok Soon to acquire 652,800 ordinary shares of RM1.00 each in Nexaldes Sdn Bhd (“NSB”) representing 51% of its issued and paid up capital for a cash consideration of RM9.18 million. NSB is a company involved in the business of distribution, marketing, sale and installation of central vacuum and waste collection systems for residential, industrial and commercial properties. The vendors will be providing a profit guarantee to the Company as follows:








Profit After Tax
	
	
	RM’000

	
	
	

	   Financial Year Ending 30 June 2005
	
	2,300

	   Financial Year Ending 30 June 2006
	
	3,000

	   Financial Year Ending 30 June 2007
	
	3,700

	                               Total
	
	9,000




The purchase consideration will be paid in the following tranches:

	
	RM’000
	
	RM’000

	
	
	
	

	  Upon signing of SPA (paid on 26 August 2004)
	918
	
	

	  Upon completion (paid on 26 November 2004)
	3,762
	
	4,680

	  Upon fulfillment of Profit Guarantee for:
	
	
	

	         Financial year ending 30 June 2005
	1,500
	
	

	         Financial year ending 30 June 2006
	1,500
	
	

	         Financial year ending 30 June 2007
	1,500
	
	4,500

	                               Total
	
	
	9,180


The balance of purchase consideration of RM4.5 million to be paid upon fulfillment of the respective financial years’ profit guarantees has been taken up in the balance sheet as current liabilities (in respect of the financial year ending 30 June 2005) and long term payables (in respect of financial year ending 30 June 2006 and 30 June 2007)
 
The acquisition was completed on 26 November 2004.


d.
Proposed Share Buy-Back

The Company had on 28 December 2004 obtained the approval of the Company's shareholders at the Annual General Meeting of the Company to purchase its own shares up to a maximum of 10% of its issued and paid-up share capital at any point of time, subject to the Companies Act, 1965, Listing Requirements of the BMSB, any prevailing laws, rules, regulations and guidelines issued by relevant authorities at the time of purchase. 
This approval from AWC's shareholders shall remain in force until the conclusion of the next annual general meeting of the Company, unless earlier revoked or varied by the shareholders in a general meeting.


Pursuant to the Listing Requirements, the Company may purchase its own shares at a price which is not more than fifteen percent (15%) above the weighted average market price of the shares for the five (5) market days immediately preceding the date of the purchase. 

The Proposed Share Buy-back will be undertaken in compliance with Section 67A of the Companies Act, 1965. The Board may resolve to cancel the shares purchased under the Proposed Share Buy Back ("Purchased Shares"), retain them as treasury shares or a combination of both.

10.
DEBT AND EQUITY SECURITIES

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities during the current quarter under review.

11.
CONTINGENT LIABILITIES AND CONTINGENT ASSETS

The Directors are not aware of any material contingent liabilities or contingent assets of the Group as at the date of this report. 
12.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS 

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

13.
MATERIAL LITIGATION

There are no material litigations or claims against the Group as at the date of this report.

14.
SEGMENTAL INFORMATION

Segmental analysis for the current financial year to date is as follows:


	
	
	Investment holding
	
	Integrated facility management (“IFM”)
	
	M&E engineering (“M&E”)
	
	Eliminations
	
	Consolidated

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

	
	
	
	
	
	
	
	
	
	
	

	Revenue
	
	
	
	
	
	
	
	
	
	

	External revenue
	
	-
	
	 20,526
	
	 27,767
	
	-
	
	48,293

	Inter-segment revenue
	
	  540
	
	                  -
	
	                   -
	
	    (540)
	
	                    -

	Total revenue
	
	540
	
	20,526
	
	  27,767
	
	            (540)
	
	48,293


	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	

	Profit/(Loss) from operations
	
	            (48)
	
	4,525
	
	1,813
	
	           193
	
	6,483

	Finance costs
	
	             (47)
	
	 (132)
	
	               (63)
	
	              -
	
	(242)

	Profit/(Loss) before tax
	
	           (95)
	
	4,393
	
	1,750
	
	             193
	
	6,241

	Taxation
	
	            (25)
	
	          (1,199)
	
	             (364)
	
	             (54)
	
	          (1,642)

	Profit/(Loss) after tax
	
	       (120)
	
	3,194
	
	1,386
	
	            139
	
	4,599


15.
COMMENTARY ON VARIATION OF RESULTS AGAINST PRECEDING QUARTER


For the current quarter, the Group registered a lower profit before tax of RM2.86 million as compared to RM3.38 million in the immediate preceding quarter.  This drop in profit before tax of approximately RM0.52 million or 15% despite the higher turnover achieved from the preceding quarter was due to the progress of certain M&E projects which earned slightly lower margins as well as certain revenue generated by the trading arm earning lower margins which are not expected to recur in the future. 
16.
PERFORMANCE REVIEW

The Group recorded consolidated revenue amounting to RM24.66 million for the quarter, an increase of approximately RM2.08 million or 9% from the corresponding quarter in the preceding financial year of RM22.58 million.  This positive growth was mainly contributed by the Mechanical & Electrical (M&E) Engineering Division with an increase in revenue of RM1.98 million as compared to the corresponding quarter in the preceding financial year. The increased contribution from the M&E Division was due to the good progress of on-going projects undertaken and also due to additional revenue generated by the new subsidiary acquired.
The revenue generated by the IFM Division remained fairly consistent with the corresponding quarter last year, showing an improvement of RM0.1 million.

Despite the improvement in revenues reported by both divisions, the Group registered a slightly lower profit before tax of RM2.86 million for the current quarter as compared to RM3.03 million for the corresponding quarter last year, or a decline of RM0.17 million or 6%. This drop in profit before tax was contributed by higher operating expenses in the current quarter. Part of the reason for the lower profit before tax reported for the current quarter under review also was the lower Other Income generated of RM0.2 million compared to RM0.5 million in the corresponding quarter last year.
On a year-to-date basis, the Group’s financial performance for the current quarter to date is consistent to that for last year, with Net Profit Attributable to Shareholders of RM4.45 million for both periods. Other Income earned in the current year of RM0.42 million was lower than the corresponding amount for last year of RM0.99 million. This has contributed to the Net Profit Attributable to Shareholders for the current year to remain consistent with last year despite the higher revenue generated in the current year to date.
17.
COMMENTARY ON PROSPECTS

The first half of the current financial year has proven to be a challenging one in so far as financial performance is concerned. The Directors expect the performance for the ensuing quarter and the remainder of the financial year to improve from the period under review. The new subsidiary acquired has also contributed positively to the Group’s overall financial performance and the Directors expect their strong contribution to continue until the end of the current financial year.
18. 
PROFIT FORECAST OR PROFIT GUARANTEE

Not applicable.

19.
TAXATION

	
	Current quarter ended 

31/12/2004
	
	Year to date ended

31/12/2004

	
	RM’000
	
	RM’000

	
	
	
	

	Estimated tax payable :
	
	
	

	        Malaysia income tax
	878
	
	               1,735

	        Foreign income tax
	                       29
	
	                    29

	
	907
	
	              1,764

	Over provision in prior year
	                         -
	
	                    -

	
	907
	
	              1,764

	Transfer (from)/to deferred tax 
	                    (86)
	
	               (122)

	
	821
	
	              1,642

	
	
	
	


The Group’s effective tax rate for the current financial year to date 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. 

20.
CARRYING AMOUNT OF REVALUED ASSETS

Not applicable
21.
BORROWINGS 

	
	
	At 31/12/2004
	
	At 30/06/2004

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Secured Short-term Borrowings:
	
	
	
	

	Bank overdrafts 
	
	840
	
	2,874

	Term loan (due within 12 months)
	
	1,067
	
	629

	Hire purchase payables (due within 12 months)
	
	224
	
	251

	
	
	2,131
	
	3,754

	
	
	
	
	

	Secured Long-term Borrowings:
	
	
	
	

	Term loan (due after 12 months)
	
	4,924
	
	1,746

	Hire purchase payables (due after 12 months)
	
	353
	
	412

	
	
	5,277
	
	2,158

	Total Borrowings
	
	7,408
	
	5,912

	
	
	
	
	


All of the above borrowings are denominated in Ringgit Malaysia.
22.
SUBSEQUENT EVENTS

There were no material events which occurred subsequent to the end of the current quarter that requires adjustment to, or disclosure in the interim financial reports.
23. 
COMMITMENTS

There are no material commitments which require disclosure in this report except for the following:

	
	
	At 31/12/2004
	
	At 30/06/2004

	
	
	RM’000
	
	RM’000

	Capital expenditure:
	
	
	
	

	     Approved and contracted for
	
	1,239
	
	1,239

	     Approved but not contracted for
	
	-
	
	55

	
	
	
	
	1,294

	Non-cancellable operating lease commitments
	
	
	
	

	     Future minimum rentals payable not later
	
	
	
	

	       than 1 year
	
	39
	
	94


24.
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 

31/12/2004
	
	Year to date

ended 31/12/2004

	
	
	
	

	Net profit attributable to ordinary shareholders (RM’000)
	1,888
	
	4,449

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

	Basis earnings per share (sen)
	0.83
	
	1.95


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.

25.
AUTHORISATION FOR ISSUE


This interim financial report has been approved by the Board of Directors of the Company for issuance on 2 February 2004.

26. 
DIVIDENDS

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