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NOTES TO THE INTERIM FINANCIAL REPORT

A
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD (“FRS”) 134 INTERIM FINANCIAL REPORTING 

A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134 “Interim Financial Reporting” (formerly known as MASB 26) and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) for the MESDAQ Market.


The interim financial report should be read in conjunction with the latest audited financial statements of the mTouche Technology Berhad (“MTB or Company”) and its subsidiaries (“Group”) for the financial year ended 31 December 2004.

The accounting policies adopted by the Group in this interim financial statements are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2004.

A2.
Qualification of Financial Statements

The auditor’s report on the preceding financial statements of MTB for the financial year ended 31 December 2004 was not subject to any audit qualification.

A3.
Seasonal or Cyclical Factors

The results of the Group were not materially affected by any significant seasonal or cyclical factors during the current quarter under review.

A4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flow of the Group during the current quarter under review.

A5.
Material Changes in Estimates

There were no changes in estimates that have a material effect in the current quarter results. 

A6.
Debts and Equity Securities

On 19 December 2005, the Company has issued 7,500,000 new ordinary shares of RM0.10 each (“MTB Shares”) at an issue price of RM1.70 per share for placement to selected investors.

Save for the above, there were no other issuance, repurchase, cancellation, resale, and repayment of debt and equity securities for the current quarter under review.

A7.
 Dividend

There were no dividends paid for the quarter under review.

A8.
Segmental Information

The segmental analysis of revenue and profit for the current quarter ended 31 December 2005 are tabulated below:

	
	Malaysia  
RM
	Other Countries 
RM
	Elimination RM
	Total  

RM



	Segment revenue
	9,677,716
	6,908,228
	(1,939,664)
	14,646,280

	
	
	
	
	

	Segment results
	4,880,039
	(1,072,196)
	42,701
	3,850,544

	Share of results of jointly controlled entity
	
	
	
	2,163,175

	Total
	
	
	
	6,013,719


A9. 
Valuation of Property, Plant and Equipment

The Group did not revalue any of its property, plant and equipment during the current quarter under review.

A10.
Material Events Subsequent To the End of the Quarter
Proposed acquisition of 20% equity interest in IdotTV Sdn Bhd (“IdotTV’)

On 20 February 2006, MTB announced that it had entered into a Conditional Shares Sale Agreement (“Conditional SSA”) with a shareholder of IdotTV to acquire 50,000 ordinary shares of RM1.00 each of IdotTV, representing 20% of the issued and paid-up share capital of IdotTV for a cash consideration of RM4.5 million.

A10.
Material Events Subsequent To the End of the Quarter (Cont)
The proposed acquisition is expected to be completed within three (3) months from the date of the Conditional SSA.

A11.
Changes in Composition of the Group

a)
Acquisition of mTouche (HK) Ltd (formerly known as MMS G3 Limited)

On 4 October 2005, MTB announced that it has entered into a Share Sale Agreement with the vendors of MMS G3 Limited (‘MMSG3’) for the acquisition of 2,000,000 ordinary shares of Hong Kong Dollar (‘HK$’) 1.00 each, representing the entire issued and paid-up share capital of MMSG3 for a cash consideration of RM0.6 million. 

The acquisition was completed on 9 November 2005 and MMSG3 became a wholly-owned subsidiary of MTB. Subsequently MMSG3 changed its name to mTouche (HK) Ltd on 7 December 2005.
b)
Joint Ventures
On 22 December 2005, MTB announced that it had entered into a conditional Joint Venture Agreement with GPB and OSK Ventures International Berhad (‘OSKVI’) to form a new company, GMO Global Limited (“GMO”) to undertake investments in relation to the cellular communication and wireless value-added services (“WVAS”) business in the Asia Pacific region. On the same day, GMO together with Hong Xun Limited formed a jointly controlled entity, namely MH Capital Inc (“MH Capital”) to develop and carry on the business in relation to the research and development as well as provision of WVAS in the People’s Republic of China, Hong Kong, Macau Special Administrative Region and Taiwan.    

A12.
Contingent Assets or Liabilities

There were no contingent assets or contingent liabilities for the current quarter under review.

B. ADDITIONAL INFORMATION REQUIRED BY BURSA SECURITIES’ LISTING REQUIREMENTS 

B1. 
Review of Performance

For the financial year ended 31 December 2005, the Group recorded revenue and profit before taxation (“PBT”) of approximately RM36.5 million and RM12.2 million respectively. The higher revenue and PBT achieved was contributed by the increase in operation in all respective countries and the number of projects undertaken with the media and telecommunication companies during the financial year. In addition, the jointly controlled entity set up in the British Virgin Islands (“BVI”) together with Green Packet Berhad (“GPB”) and OSK Ventures International Berhad (“OSKVI”) to undertake investments in relations to the cellular communication and wireless value-added services business in the Asia Pacific region has contributed approximately RM2.2 million in profits to the results of the Group for the current financial year.    
B2.
Comparison with Preceding Quarter's Results

For the financial quarter ended 31 December 2005, the Group recorded revenue and PBT of approximately RM14.6 million and RM6.0 million respectively. The strong performance is mainly due to the higher revenue recorded during the year-end festive season coupled with the increase in projects undertaken with media companies during this peak period. Higher PBT was also contributed by the share of results of the jointly controlled entity as mentioned in Note B1.              

B3.
Current Year's Prospect


The Group will continue to focus on its core activities and barring any unforeseen circumstances, the Directors anticipate that the performance of the Group will be satisfactory in the financial year ended 31 December 2005. 

B4.
Variance on Profit Forecast/Profit Guarantee

The Group has not issued any profit forecast/profit guarantee for the current period and financial year to-date.

B5.
Taxation

	
	Individual Quarter
	Cumulative Quarter

	
	Current year

Quarter
	Preceding year corresponding quarter
	Current year to date
	Preceding year corresponding period

	
	31.12.2005
	31.12.2004
	31.12.2005
	31.12.2004

	
	RM
	RM
	RM
	RM

	
	
	
	
	

	Current income taxation
	29,639
	-
	(13,921)
	-

	Deferred Taxation
	427,340
	-
	427,340
	-

	
	
	
	
	

	
	456,979
	-
	413,419
	-


Malaysian income tax is calculated at the Malaysian statutory tax rate of 28% of the estimated assessable profit for the period. Taxation for other jurisdiction is calculated at the rate prevailing in the respective jurisdiction. The provision for taxation for MTB is in respect of the interest income earned from fixed deposits. No provision for taxation has been made for the Malaysia, Singapore, Indonesia and Thailand subsidiaries as they are in a net loss position. No provision for taxation has been made on the chargeable income of MTB as there was no income tax liability imposed on the approved qualifying activities based on the Pioneer Status incentive awarded to MTB as a Multimedia Super Corridor Status company under Section 4A of the Promotion of Investment Act, 1986 except for the interest income earned from fixed deposit which are taxable.
B6.
Profit on Sales of Unquoted Investment and/or Properties

There were no disposals of unquoted investments and/or properties by the Group for the current quarter under review and financial year to-date.

B7.
Quoted Securities

There was no purchase or disposal of quoted securities by the Group for the current quarter under review and financial year to-date.

B8.
Status of Corporate Proposal

a)
Joint Acquisition of Inova Venture Pte Ltd (‘Inova’)
On 18 November 2005, MTB announced that it has together with Green Packet Berhad (‘GPB’) entered into a Conditional Share Sale Agreement (‘SSA’) with the vendor of Inova, for a joint acquisition of 71,000 ordinary shares of Singapore Dollar (‘SGD’) 1.00 each (‘Inova Shares’), representing 71% of the issued and paid-up share capital of Inova for a total cash consideration of SGD 7.1 million. 

Pursuant to the SSA, MTB will acquire 51% equity interest in Inova comprising 51,000  Inova Shares for a cash consideration of SGD5.1 million.

The acquisition is pending approval from the shareholders of MTB in an Extraordinary General Meeting to be held on 6 March 2006. Upon completion of the acquisition, Inova will be a subsidiary of MTB.

b)   Proposed acquisition 20% equity interest in IdotTV 

On 20 February 2006, MTB announced that it had entered into a Conditional SSA with a shareholder of IdotTV to acquire 50,000 ordinary shares of RM1.00 each of IdotTV, representing 20% of the issued and paid-up share capital of IdotTV for a cash consideration of RM4.5 million.

The proposed acquisition is expected to be completed within three (3) months from the date of the Conditional SSA.

c)
Utilisation of proceeds from Initial Public Offering and Private Placement


As at 31 December 2005, the Company has utilised approximately 81.6% of the proceeds raised from the Initial Public Offering on 21 July 2005.
	
	Proposed Amount
	Actual Utilisation
	Unused Amount

	
	RM’000
	RM’000
	RM’000

	Nature of Expenses
	
	
	

	Overseas expansion
	3,500
	(3,500)
	-

	Research &  Development 
	1,500
	(343)
	1,157

	Working capital
	2,250
	(1,757)
	493

	Listing expenses
	1,750
	(1,741)
	9

	Total
	9,000
	7,341
	1,659


B8.
Status of Corporate Proposal (Cont)

c)
Utilisation of proceeds from Initial Public Offering and Private Placement (Cont)
As at 31 December 2005, the Company has utilised approximately 19.8% of the proceeds raised from the Private Placement exercise on 19 December 2005.

	
	Proposed Amount
	Actual Utilisation
	Unused Amount

	
	RM’000
	RM’000
	RM’000

	Nature of Expenses
	
	
	

	Future viable investment
	12,450
	2,043
	10,407

	Placement expenses
	300
	480
	(180)

	Total
	12,750
	2,523
	10,227


B9.
Borrowings and Debt Securities

Save as disclosed below, there were no other borrowings or debt securities in the Group as at 31 December 2005.

	Hire purchase payables


	RM

	Payable within 12 months
	194,856

	Payable after 12 months
	328,205


B10.
Off Balance Sheet Financial Instruments

The Group does not have any off balance sheet financial instruments.

B11.
Material Litigation

Save as disclosed below, the Group is not engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings pending or threatened against the Group as at the date of this report.

(a)
Kuala Lumpur High Court Civil Suit No. D4-1739-2004


Goodsound Music Publishing & Others v Celcom (Malaysia) Berhad
Based on the legal confirmation by Messrs Wong Jin Nee & Teo, our Board is pleased to announce that MTB and its subsidiary, Mobile Touchetek Sdn Bhd, is no longer a party to the third party proceedings.
B12.
Dividend


Interim dividend has not been declared. 

B13.
Earnings Per Share

The basic earnings per share has been calculated based on the net profit attributable to ordinary shareholders divided by the weighted number of ordinary shares of RM0.10 each in issue during the period.
	
	3 months ended
	12 months ended

	
	31.12.2005
	31.12.2005

	
	
	

	Net profit for the period
	6,470,698
	12,614,682

	Weighted average number of ordinary  shares in issue
	76,059,782
	67,006,849

	
	
	

	Basic earnings per share (sen)
	8.5
	18.8
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