
Detailed Computations, Explanations and Supporting Information for Article Titled 
“Datapulse Technology: Yet More Questions on the Wayco Acquisition” 

 
Refer to Annex A below provided by Datapulse Technology (DT) in its 28 December 2017 
response to SGX’s queries. It shows the list of Wayco’s fixed assets and their book values as 
at 30 June 2017.  

 
Wayco’s properties 
 
The main fixed assets of Wayco are two properties in Johor Bahru comprising two pieces of 
freehold land that house a factory and a warehouse, and a third property in Kuala Lumpur 
comprising freehold land and a shop office that is held as an investment property. In Annex A, 
they are the following fixed assets: Freehold Land (FAC) – Dewani, Freehold Land 
(Warehouse) – Lot 1511, Freehold Land –Kl Shop Office, Factory Building (FAC) – Dewani, 
Building – Warehouse (Lot 1511) and Building – Kl Shop Office.  
 
DT also provided further details about the three properties (Property 1, Property 2 and Property 
3), their address, date of valuation and valuation, and these are reproduced below. Property 2, 
which is described as a warehouse in Annex A, is described as having a “double-detached 
factory” so it would appear that this was a factory that is now being used as a warehouse. 
 
 



 

 
 
A DT shareholder shared with me photos he had taken from outside Property 1 and Property 2 
on Saturday, 19 May 2018. I also personally viewed the properties from the outside on a 
weekday recently.  
 
The following are two photos of Property 1, located at No. 11, Jalan Dewani 3, Kawasan 
Perindustrian Dewani, 81100 Johor Bahru, Johor Darul Takzim. 
 



 
 

 
 
Below are two photos of Property 2 located at No. 12, Jalan Dewani 3, Kawasan Perindustrian 
Dewani, 81100 Johor Bahru, Johor Darul Takzim. This is located directly opposite Property 1. 
Notice that the building carries the name “RW”.  
 

		
	



	
	
The photo of the letter box outside the gate of the “RW” building shows the name of the 
companies as “Riverwalk Plastic Sdn Bhd” and “Easy Wood (Johor) Sdn Bhd”. It also shows 
the address of the property, which matches the address provided by DT.  
 
“RW” therefore appears to refer to “Riverwalk Plastic Sdn Bhd”. Riverwalk Plastic is a 
Malaysia private company that has no apparent connection with Wayco or the vendor. The last 
audited accounts filed for the year ended 31 December 2015 showed that it has accumulated 
losses (negative retained earnings) of RM52,336 although it reported after-tax profit of 
RM181,290 that year. Its website can be found here: rw-plastic.com.my 
 
Information from the LinkedIn profile of Riverwalk Plastic’s founder said that it was 
incorporated in 2013 and was shut down a year later. However, it remains active through its 
subsidiary Easy Wood (Johor) Sdn Bhd. 
 
Book values of Wayco’s properties 
 
Let’s look at the book values of the three properties. 
 
The total book value of the three properties (freehold land and buildings) shown in Annex A 
above is RM7,500,010 as of 30 June 2017 (2,431,201.96  + 2,132,688.49  + 930,850.00  + 
768,808.04  + 1,067,311.51  + 169,150.00). However, according to the extracts from the 
audited accounts for the year ended 31 December 2016 shown below, the total book value of 
the freehold land and buildings of Wayco as of 31 December 2016 was RM3,987,849 
(RM1,618,485+RM1,863,224+RM335,000+RM171,140).  
 
 



 
 
 

 

 

 



 
Let’s first look at the freehold land and buildings under “Property, plant and equipment” in 
Note 4 above. It shows that the book value of the buildings as of 31 December 2016 was 
RM1,863,224. The buildings are depreciated at 2% per year on a straight-line basis based on 
the depreciation policy which is shown under Note 5 above. Therefore, 1% of the cost of 
RM2,710,453 or RM27,104.53 will be charged as depreciation for the 6 months to 30 June 
2017 (the date of the book values of the fixed assets shown in Annex A), which brings the book 
value of the buildings down to RM1,836,119.47 as of 30 June 2017. If we add the book values 
of “Factory Building(FAC) – Dewani” and “Building – Warehouse (Lot 1511)” in Annex A, 
that comes to RM1,836,119.55 – basically the same amount. So far so good, but…. 
 
Based on Annex A, these two buildings sit on the freehold land in Property 1 and Property 2. 
The total book value of these two pieces of freehold land as of 31 December 2016 in the audited 
accounts was RM1,618,485. However, if we add the book values of the same two pieces of 
freehold land in Annex A as of 30 June 2017, the amount is RM4,563,890.45 
(RM2,431,201.96+RM2,132,688.49). [Note that freehold land is not depreciated.] 
 
In total, the book value of the freehold land and buildings for these two properties was 
RM3,454,604 (RM1,618,485+RM1,836,119) in Wayco’s accounts, after providing for an 
additional 6 months of depreciation for the buildings to 30 June 2017. But it was 
RM6,400,009 (RM4,563,890+RM1,836,119) as of 30 June 2017 according to Annex A.  
 
Note that the 2016 accounts were signed off by the directors on 13 June 2017 (as shown in the 
extract below taken from Wayco’s audited accounts) - i.e., just 17 days before the date stated 
in Annex A. 
 

 
 
 
 
We can see the same thing for Property 3, which is the “Investment Properties” in Note 5. The 
book value of the building as of 31 December 2016 shown in Note 5 was RM171,140. The 
building depreciation of 6 months until 30 June 2017 was 1% of the cost of RM199,000. 
Therefore, the book value of the building as of 30 June 2017 should be RM169,150. This is 
exactly the amount DT disclosed in Annex A above for “Building – Kl Shop Office”. 
 
If we look at the freehold land on which this shop office building sits in the audited 
accounts, the book value is RM335,000. However, in Annex A, that same freehold land 
has a book value of RM930,850. In other words, the total book value of this investment 
property (freehold land and building) should have been RM504,150 



(RM335,000+RM169,150) based on Wayco’s accounts as of 30 June 2017, but it was 
RM1,100,000 (RM930,850+RM169,150) as at 30 June 2017 according to Annex A.  
 
Note also that Wayco’s accounting policies for property, plant and equipment and investment 
properties which are shown below clearly state that they are based on cost less accumulated 
depreciation (for freehold land, there is no depreciation). In other words, based on its 
accounting policies, there is no basis for any revaluation of the freehold land.  
 

 

 
 

 
 
The Directors’ Report signed on 13 June 2017 also confirmed that “At the date of this report, 
the directors are not aware of any circumstances which have arisen which render 



adherence to the existing methods of valuation of assets or liabilities of the company 
misleading or inappropriate.” (see extract below). Yet, within 17 days of the Wayco directors 
signing the directors’ report and making this statement, the book values of the freehold land 
had increased by 89% based on the book values provided by DT in Annex A. 
 

 
 
Note that I am not saying that the market values of the three properties should necessarily 
be close to their book values. However, I would be very concerned if the book values were 
adjusted upwards to give the impression to shareholders that the valuations provided by 
the valuers who were appointed and paid by the vendor were “fair” because they were 
close to the book values.  
 
Book values of other Wayco fixed assets 
 
The book values for other fixed assets in Annex A were also considerably higher than the book 
values that should be recorded in Wayco’s accounts. According to Annex A, the total of the 
book values of these other fixed assets as of 30 June 2017 was RM486,418.64 (total book value 
of RM7,986,428.64 minus the six book values of the properties). Wayco’s financial statements 
Note 4 states that the total book values of these assets as of 31 December 2016 was RM256,620 
(RM198,293 + RM32,812 + RM25,515). The accounting policies for these remaining fixed 
assets state that annual depreciation is 12.5% to 33% of the asset cost on a straight line basis 
(see depreciation rates shown under note 5 earlier). Using the lowest rate of 12.5%, 6 months 
depreciation is 6.25% on the cost of these assets.  The cost of these remaining assets as of 31 
December 2016 was RM2,717,142 and therefore 6 months’ depreciation is a minimum of 
RM169,821. This will bring down the book values as of 30 June 2017 to RM86,799 
(RM256,620-RM169,821). This is RM399,619 below the book values stated in Annex A. In 
other words, the total book value of these fixed assets in Annex A was 460% above the 
maximum book value would be in Wayco’s accounts based on Wayco’s accounting policies. 
 
In the case of these other fixed assets, there could be additions between 31 December 2017 and 
30 June 2017 which explain the higher book value in DT’s response. However, for the year 
ending 31 December 2016, additions to these other fixed assets only amounted to RM51,262. 
I would therefore not expect additions to explain the RM486,418 difference between what 
should be in Wayco’s books and the board’s response as at 30 June 2017. Further, in the board’s 
response, plant and machinery for the factory accounted for RM396,329.72 out of 
RM486,418.64  of the book value of these other fixed assets.  According to the circular, “certain 
of Wayco Manufacturing’s assets such as plant and machineries have been almost fully 
depreciated” and the manufacturing facilities were described as being “fully depreciated or 
expected to be fully depreciated in the near future”.  
 
Again, the difference in the book values of these fixed assets as of 30 June 2017 in Annex A 
compared to the amounts that should be in Wayco’s accounts needs to be explained.  
 
Summary 
 



To summarise, this is what happened. The book values of the three properties owned by Wayco 
were RM3,958,754 as at 30 June 2017 according to Wayco’s accounts, but they were 
RM7,500,010 (or by 89% higher) according to the board’s response to SGX. The difference is 
due to the book values of the three pieces of freehold land being much higher in the latter.  
 
When the valuers appointed by the vendor valued these three properties in late November and 
early December, they valued them at RM7,300,000. This would suggest that the valuers 
valued the properties at 2.67% below the book values of RM7,500,100 as at 30 June 2017 
(or 2.35% based on book values of RM7,475,855 as of end of November after allowing for 
another 5 months depreciation for the buildings). However, they would have valued the 
properties at 84.4% above the book values of RM3,958,754 based on Wayco’s accounts 
as of 30 June 2017 after deducting another 6 months of depreciation for the buildings (or 
85.5% based on book values of RM3,934,509 as of end of November after allowing for 
another 5 months depreciation for the buildings).  
 
The book values of other fixed assets were similarly higher in the board’s response to SGX 
compared to Wayco’s accounts as at 30 June - by at least RM399,619 or 460%. In fact, the 
total book value of these other fixed assets in Annex A was higher than the total book value of 
these assets in Wayco’s accounts 6 months earlier – as at 31 December 2016, even though these 
assets depreciate at a minimum rate of 12.5% per year.  
 
The Wayco directors had also confirmed on 13 June 2017 that the valuation methods were 
appropriate. Under Wayco’s accounting policies, fixed assets are to be measured at cost less 
accumulated depreciation. There is no provision for revaluation. Indeed, the accounting policy 
for  investment properties specifically states: “After initial recognition, investment properties 
are measured at cost less accumulated depreciation and any impairment losses as the fair value 
cannot be measured reliably without undue cost or effort due to lack of reliable evidence 
about comparable market transactions (emphasis is mine).” Yet, the book value of the 
freehold land under investment properties had somehow increased from RM335,000 to 
RM930,850 between 13 June 2017 and 30 June 2017.  
 
In total, the book values of Wayco’s fixed assets shown in Annex A is at 
least  RM3,940,965  (RM3,41,346+RM399,619) or  97% higher than the book values based on 
the Wayco’s accounts (adjusted for additional depreciation). 
 
Based on the revised book values of RM4,045,553 or about S$1,340,030 as of 30 June 2017,  
and the consideration of S$3,433,760, DT paid 2.56 times of book value, not 1.3 times based 
on the book values in Annex A provided by DT in its response to SGX. (Based on book values 
as of 15 December 2017, the date of completion of Wayco’s acquisition, it would be 2.65 
times). 
 
Wayco’s profits 
 
When DT first announced the acquisition of Wayco on 12 December 2017, it stated: “The 
Board is of the view that the Proposed Acquisition is opportune for the Company to acquire a 
profitable business and diversify its core business into the beauty/wellness products or industry, 
which should have reasonable prospects for growth.” The directors also made similar 
statements about Wayco being a profitable business in the EGM circular (e.g., on page 36). 
 



Further, on page 35 of the EGM circular, the directors said as part of its due diligence prior to 
deciding to acquire Wayco, the Board had taken certain steps or actions to review and evaluate 
Wayco’s business, including “Review and consideration of the financial performance of 
Wayco based on the audited accounts for the financial years ended 31 December 2014, 31 
December 2015 and 31 December 2016 and the unaudited accounts of Wayco for the financial 
period ended 30 June 2017.” 
 
Let’s look at the actual profitability of Wayco. According to the company’s announcement of 
12 December 2017, Wayco unaudited after-tax profit was RM160,632 (or S$53,201) for the 
six months to 30 June 2017. On an annualised basis, the after-tax profit for the year ended 31 
December 2017 was S$106,402. 
 
According to Wayco’s audited accounts for the year ended 31 December 2016 shown below, 
after-tax profit was RM125,801 or just S$41,670.  
 

 
 

 
 



In other words, Wayco’s unaudited annualised profit for FY2017 was said to be more than 2.5 
times its audited profits for FY2016. If the value of the property, plant and equipment is now 
higher than the book value as at 31 December 2016 (as discussed earlier), this would mean 
higher depreciation.  This would adversely impact upon the profitability of Wayco in FY2017 
and going forward.   
 
Note from the income statement above taken from the audited accounts for the year ended 31 
December 2016, that other operating income, which included inter alia a net foreign exchange 
gain of RM51,537 and rental income of RM36,000, was RM155,201. This was larger than the 
total before-tax profit of RM136,629. Therefore, the profitability of the core hair care business 
is questionable. 
 
The table below taken from page 28 of the circular shows Way Company sales in Singapore. 
As the paragraph above the table explains, sales of Wayco in Singapore is mainly to Way 
Company, which in turn sells through different channels (the circular notes that Wayco’s sales 
in Malaysia only accounts for 15% of its total revenues). Notice that the revenues for Way 
Company have declined by 9.3% between FY2016 and FY2017 (based on difference between 
annualised FY2017 sales and actual FY2016 sales), and this decline is across all sales channels. 
 

 
 
Therefore, any increase in profits for Wayco in 2017 is unlikely to be due to increased sales to 
external customers.  
 
As I have written in my previous articles, Wayco is analogous to the manufacturing division in 
a company, and Way Company and Wayco Trading are like its sales and distribution divisions. 
The profits of each of these companies is to a great extent determined by internal transfer prices 
between the three companies, which may not necessarily be based on arms-length market prices 
(they could be also determined by tax considerations, especially given that Malaysia corporate 
tax rate is lower than Singapore, and Way Company is a Singapore company, and Wayco and 
Wayco Trading are Malaysia companies). The Ernst & Young (EY) review states that one of 
the four conditions for Wayco to be sustainable is  that “there are fair commercial terms 
regarding the sharing of profit margins and payment collection terms with its current key 
customer [Way Company].” 
 



In other words, the supposedly historical profitability of Wayco is not meaningful for assessing 
its future profitability  as it was a matter of profit sharing between Wayco, Way Company and 
Wayco Trading. Since all the companies were owned by AKM, it did not matter under which 
company the profits were reported (except for tax considerations) as they all ultimately 
belonged to AKM anyway.  
 
Consider the income statements of Wayco and Wayco Trading below (I could not obtain Way 
Company’s accounts). Wayco’s gross profit margin was 11.2% in FY2016 and 15.5% in 
FY2015, while Wayco Trading’s gross profit margin were 59% and 52.6% respectively. Since 
Wayco sells to Way Trading (and especially Way Company), the revenue of Wayco and the 
cost of sales for Way Trading (and Way Company) will be significantly determined by transfer 
prices that are charged for such sales. Higher transfer prices will increase the revenue of Wayco 
and increase the cost of sales for Wayco Trading (and Way Company), and vice versa, and 
affect the profitability of each company.  
 

 
 



 
 
If there was indeed an increase in profitability for Wayco in 2017, it was likely to be due to an 
increase in other operating income (which is not core to the business and is unpredictable), or 
one or more of the following factors: (a) increased unit sales to other Way companies that are 
building inventories in those companies; (b) changes in prices charged for purchases made by 
other Way companies; or (c) reduced costs in Wayco.  
 
Note that any profit increase due to (a) or (b) is a “zero sum” game for the entire Way group 
of companies. If DT does not go on to acquire the other Way companies, Wayco’s profits will 
likely decline. If it does go on to acquire the other Way companies, then the increased 
profitability of Wayco in FY2017 is unlikely to translate to increased profitability for the entire 
group of Way companies. Reduced costs are unlikely to be sustainable because as page 44 of 
the Circular states:  “Wayco may also need to incur capital expenditure, not only to expand, 
but to upgrade its existing plant and machinery, as most of its manufacturing facilities 
are either fully depreciated or expected to be fully depreciated in the near future.” 
(emphasis is mine). In other words, depreciation costs are likely to increase as the very old 
plant and machinery is replaced. Further, if the value of the property, plant and equipment is 
now higher as the board has now stated based on its response to SGX, this would mean higher 
depreciation.  This would adversely impact upon the profitability of Wayco in FY2017 and 
going forward. 
 
The higher unaudited profits of Wayco for the six months to 30 June 2017 may be due to 
increased unit sales that build inventories in downstream Way companies or adjustments in 
transfer prices. Based on the effective purchase consideration of $3,433,760 and FY2016 
audited profits of Wayco of $41,670, the Wayco acquisition was at a P/E ratio of  82.4 times.  
 
Further, as mentioned above, the profitability of the core hair care business is questionable as 
“other operating income” was larger than net profit before tax for Wayco. The table above also 



suggests that contrary to the board’s claim about “reasonable prospects for growth” in the hair 
care business, sales were actually declining between FY2016 and FY2017 for Way Company 
(which accounts for 85% of Wayco’s revenues).  
 
	


