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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 MARCH 2005

1. BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with the requirements of the Financial Reporting Standard (FRS) 134: Interim Financial Reporting (previously known as MASB 26) issued by the Malaysian Accounting Standards Board (“MASB”) 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, Nexaldes Sdn Bhd, the newly acquired subsidiary, acquired a 100% equity interest in a company called Stream Industries Sdn Bhd for a cash consideration of RM2 only. The acquisition is not expected to have any material financial impact on the earnings or Net Tangible Asset value of the AWC Group for the financial year ending 30 June 2005.
9.
CORPORATE PROPOSALS

There were no corporate proposals announced but not completed that require any disclosure in this report.
10.
DEBT AND EQUITY SECURITIES

There were no issuance and repayment of debt and equity securities during the current quarter under review.
During the current quarter, the Company purchased 72,700 of its own ordinary shares for a total cash consideration of RM28,080 from the open market. The highest and lowest prices paid per share were RM0.39 and RM0.38 respectively. The said shares are currently held as treasury shares.

There were no cancellation of shares or resale of treasury shares during the quarter.
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
	
	-
	
	 30,010
	
	40,006
	
	-
	
	70,016

	Inter-segment revenue
	
	  4,712
	
	               22
	
	                   45
	
	    (4,779)
	
	                    -

	Total revenue
	
	4,712
	
	30,032
	
	  40,051
	
	        (4,779)
	
	70,016

	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	

	Profit/(Loss) from operations
	
	        3,798
	
	6,546
	
	3,556
	
	          (4,190)
	
	9,710

	Finance costs
	
	           (121)
	
	 (201)
	
	               (99)
	
	                -
	
	      (421)

	Profit/(Loss) before tax
	
	         3,677
	
	6,345
	
	3,457
	
	            (4,190)
	
	9,289

	Taxation
	
	        (1,207)
	
	          (1,874)
	
	             (864)
	
	           1,173
	
	          (2,772)

	Profit/(Loss) after tax
	
	    2,470
	
	4,471
	
	2,593
	
	           (3,017)
	
	6,517


15.
COMMENTARY ON MATERIAL VARIATION IN PROFIT BEFORE TAX AGAINST PRECEDING QUARTER


The Group registered a higher profit before tax of RM3.05 million in the current quarter as compared to RM2.86 million in the immediate preceding quarter.  This increase in profit before tax of approximately RM0.19 million or 7% despite the lower turnover achieved in the current quarter was contributed by certain subsidiaries under the Mechanical & Electrical (“M&E”) Engineering Division which experienced steady progress on certain projects undertaken and also had generated higher profit margins in the current quarter. 
16.
PERFORMANCE REVIEW

The Group registered consolidated revenue of RM21.72 million for the quarter, a drop of approximately RM2.00 million or 8% from the corresponding quarter in the preceding financial year of RM23.72 million.  This drop in revenue was attributable to the Integrated Facility Management (“IFM”) Division which generated lower revenue in the current period. In the corresponding quarter last year, this division had recognised the full impact of a rate increase with a major customer on an accumulated basis. This impact was partly offset by the revenue generated by a newly acquired subsidiary in the current year in the M&E Division.
As a result of the decrease in revenue, the profit before tax has also dropped by RM1.47 million or 33% from RM3.05 million in the current quarter compared to RM4.52 million in the corresponding quarter of last financial year.  This was again due to the recognition of accumulated revenue arising from the rate increase last year.
On a year-to-date basis, the Group registered higher consolidated revenue of RM70.02 million in the current year compared to RM65.80 million in last year, an improvement by RM4.22 million or 6%. The increase is contributed largely by the additional revenue generated by the new subsidiary acquired under M&E Division during the financial year. 
Despite the improvement in revenue on year-to-date basis, consolidated profit before tax registered a drop from RM10.31 million in last financial year to RM9.29 million in the current financial year, a drop of RM1.02 million or 10%. This drop in profit before tax was mainly attributable to the lower margins earned by various subsidiaries in both divisions.  
17.
COMMENTARY ON PROSPECTS

The current financial year year-to-date has been a challenging one for the Group. The Directors expect this to prevail in the forthcoming quarter, where earnings are expected to remain flat in the final quarter of the financial year.
18. 
PROFIT FORECAST OR PROFIT GUARANTEE

Not applicable.

19.
TAXATION

	
	Current quarter ended 

31/03/2005
	
	Year to date ended

31/03/2005

	
	RM’000
	
	RM’000

	
	
	
	

	Estimated tax payable :
	
	
	

	        Malaysia income tax
	1,120
	
	               2,855

	        Foreign income tax
	                       23
	
	                    52

	
	1,143
	
	              2,907

	Transfer (from)/to deferred tax 
	                    (47)
	
	               (169)

	
	1,096
	
	              2,738

	Under/(Over) provision in prior financial year
	                      34
	
	                   34

	
	1,130
	
	              2,772

	
	
	
	


The Group’s effective tax rate for the current quarter and the current financial year to date is higher than the Malaysian general tax rate of 28% principally due to absence of group tax relief to offset losses from the holding company and a subsidiary.
20.
CARRYING AMOUNT OF REVALUED ASSETS

Not applicable
21.
BORROWINGS 

	
	
	At 31/03/2005
	
	At 30/06/2004

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	 Secured Short-term Borrowings:
	
	
	
	

	 Bank overdrafts 
	
	1,864
	
	2,874

	 Term loan (due within 12 months)
	
	1,072
	
	629

	 Hire purchase payables (due within 12 months)
	
	187
	
	251

	
	
	3,123
	
	3,754

	Unsecured Short- term Advance from Bank
	
	315
	
	-

	Total Short-term Borrowings
	
	3,438
	
	3,754

	
	
	

	
	

	Secured Long-term Borrowings:
	
	
	
	

	 Term loan (due after 12 months)
	
	4,654
	
	1,746

	 Hire purchase payables (due after 12 months)
	
	343
	
	412

	
	
	4,997
	
	2,158

	Total Borrowings
	
	8,435
	
	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 31/03/2005
	
	At 30/06/2004

	
	
	RM’000
	
	RM’000

	Capital expenditure:
	
	
	
	

	     Approved and contracted for
	
	1,135
	
	1,239

	     Approved but not contracted for
	
	-
	
	55

	
	
	1,135
	
	1,294

	Non-cancellable operating lease commitments
	
	
	
	

	     Future minimum rentals payable not later
	
	
	
	

	       than 1 year
	
	10
	
	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 

31/03/2005
	
	Year to date

ended 31/03/2005

	
	
	
	

	Net profit attributable to ordinary shareholders (RM’000)
	1,483
	
	5,932

	Weighted average number of ordinary shares in issue (‘000)
	228,677
	
	228,678

	Basis earnings per share (sen)
	0.65
	
	2.59


The Group did 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 24 May 2005.

26. 
DIVIDENDS

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