M N C WIRELESS BERHAD

(Company No. 635884 - T)
(Incorporated in Malaysia)

NOTES TO THE QUARTERLY REPORT - 31 DECEMBER 2005

Part A – Explanatory Notes Pursuant to FRS 134 – Interim Financial Reporting 

1. Basis of Preparation


The interim financial report of M N C Wireless Berhad (“MNCW”) and its subsidiary (“Group”) is unaudited and has been prepared in accordance with the Financial Reporting Standards 134 – Interim Financial Reporting and Appendix 7A of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Malaysia”) for the MESDAQ Market. 

The interim financial report should be read in conjunction with the Group’s audited financial statements for the financial period from 3 December 2003 (date of incorporation) to 31 December 2004.


The accounting policies and methods of computations adopted in this interim financial report is consistent with those adopted in the audited financial statements for the financial period from 3 December 2003 (date of incorporation) to 31 December 2004.

2. Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements of the Group for the financial period from 3 December 2003 (date of incorporation) to 31 December 2004 was not subject to any qualification.

3. Comments About Seasonal or Cyclical Factors

The business of the Group is not affected by any significant seasonal or cyclical factors.

4. Unusual Items Due to Their Nature, Size or Incidence

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

5. Changes in Estimates


There were no significant changes in estimates that have a material effect in the current financial quarter under review.

6. Changes in Debt and Equity Securities 

Save as disclosed below, there were no issuance and repayment of debt and equity securities, share-buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the current financial quarter under review:-

(a) Public issue of 16,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.48 per ordinary share.
(b)
Bonus issue of 30,500,000 new ordinary shares of RM0.10 each, credited as fully paid-up, on the basis of approximately one (1) new ordinary share of RM0.10 each for every two (2) existing ordinary shares of RM0.10 each held after the public issue.

The entire enlarged share capital of MNCW of 91,500,000 ordinary shares of RM0.10 each was successfully listed on the MESDAQ Market of Bursa Malaysia on 25 October 2005.

(c)
On 17 October 2005, MNCW had offered 7,000,000 options pursuant to its Employee Share Option Scheme (“ESOS”) at an exercise price of RM0.32 per share to the eligible employees of the Group, of which 6,800,000 ESOS options offered have been accepted.

(d)
On 16 December 2005 and 23 December 2005, 743,500 and 2,000,000 new ordinary shares of RM0.10 each of MNCW were issued, respectively, at an issue price of RM0.32 per share pursuant to the exercise of options granted under the MNCW ESOS of which the proceeds will be used for working capital purpose.

7. Dividends Paid

There were no dividends paid during the current financial quarter under review.

8. Segmental Information

The segmental result of the Group for the financial year ended 31 December 2005 based on segment activities are as follows:-


Mobile Content
Wireless & Multimedia Software Applications
Elimination
Consolidation


RM’000
RM’000
RM’000
RM’000

Turnover





External  customers
14,410
2,636
-
17,046

Inter-segment sales
295
13,124
(13,419)
-


14,705
15,760
(13,419)
17,046







Profit after taxation 
3,277
270
-
3,547

Amortisation of negative goodwill



5

Interest income



14







Net Profit For The Year



3,566



















9. 
Valuation of Property, Plant and Equipment 

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

10. 
Subsequent Material Events


Save as mentioned below, there were no material events subsequent to the end of the current financial quarter that have not been reflected in the financial statements of the quarter.


On 27 January 2006, MNCW acquired two (2) ordinary shares of SGD1.00 each, representing the entire issued and paid-up share capital of MNC Wireless Pte Ltd for a total cash consideration of SGD2.00. 

11.
Changes in the Composition of the Group


There is no change in the composition of the Group for the current financial quarter under review.

12. 
Contingent Assets and Contingent Liabilities

There were no material contingent assets and contingent liabilities as at the date of this report.

Part B – Explanatory Notes Pursuant to Appendix 7A of the Listing Requirements of Bursa Malaysia for the MESDAQ Market

1.
 Performance Review

The Group recorded a revenue and profit after taxation of RM4.6 million and RM0.4 million respectively for the current financial quarter under review. Whilst, for the financial year ended 31 December 2005, the Group achieved a profit after taxation of RM3.6 million on the back of revenue of RM17.0 million.

2. 
Variation of Results Against Preceding Quarter









Q4 2005
Q3 2005
 



       RM’000
       RM’000
% changes


Revenue
 4,624
5,338
 -13.4%


Profit after taxation
410
1,308
 -68.7%


The revenue of the Group for the current financial quarter under review was decreased by 13.4% as compared to RM5.3 million recorded in the previous quarter. This was mainly due to the increase competition from existing and new competitors.


The profit after taxation for the current financial quarter was substantially lower as compared to previous quarter mainly due to lower sales revenue and higher advertisement spending.

3. 
Prospects


The Group will continue to focus on developing new business opportunities with its core businesses and competencies and barring any unforeseen circumstances, the Group remains confident that the mobile contents and applications will continue to experience strong growth in Malaysia and regionally in line with the growth of the mobile communication industry.

4. 
Profit Forecast and Profit Guarantee 

The Group did not issue any profit forecast or profit guarantee in any public document during the current financial quarter under review.

5. 
Taxation


Current Year
Current Year


Quarter
To Date


31.12.2005
31.12.2005


RM’000
RM’000

Current Tax



- current year
25
53

- Over provision of tax in prior year
(33)
(33)


(8)
20

Deferred Tax



- current year
28  
40

- Over provision of tax in prior year
(86)
(48)


(66)
12






The effective tax rate of the Group is lower than the Malaysian statutory tax rate of 28%. There is no taxation charge on certain business income as MNCW was accorded the Multimedia Super Corridor (“MSC”) status, which qualifies for Pioneer Status incentive under the Promotion of Investment (Amendment) Act, 1986. Hence MNCW enjoys tax exemption on approved activities during the current financial quarter under review. The taxation charge is in respect of interest income and profits derived from its non pioneer activities.

6. 
Sale of Unquoted Investments and Properties

There were no sale or purchase of unquoted investments and/or properties during the current financial quarter under review.

7. 
Quoted Securities

There were no purchase or disposal of quoted securities during the current financial quarter under review. The Group has no investment in quoted securities as at the date of this report.
8. 
Status of Corporate Proposals


There was no corporate proposal announced but not completed in the current financial quarter under review.

The listing of and quotation for the entire enlarged issued and paid-up share capital of the Company comprising 91,500,000 shares on the MESDAQ Market of Bursa Malaysia was completed on 25 October 2005 and the details are disclosed in Note A6 of this interim financial report. 
 The status of the utilization of the Group’s Initial Public Offer proceeds for the quarter ended 31 December 2005 are as follows:-


Proposed Utilization
Actual Utilization
Transfer
Balance

Description
RM’000
RM’000
RM’000
RM’000







Purchase of new equipment
1,580
(28)
-
1,552

Working capital
1,200
-
(153)
1,047

Overseas expansion
1,500
-
-
1,500

Research and Development   expenditure
2,100
(143)
-
1,957

Estimated listing expenses
1,300
(1,453)
153
-


7,680
(1,624)
-
6,056

9. 
Group Borrowings and Debt Securities


The Group does not have any borrowings or debt securities as at 31 December 2005.

10. 
Off Balance Sheet Financial Instruments

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

11. 
Changes in Material Litigation

There were no material outstanding litigation as at the date of this report.

12. 
Dividend Payable

No dividend has been declared or paid during the financial quarter under review.

13.
 Earnings per Share

The earnings per share were calculated by dividing the Company’s profit after taxation by the weighted average number of ordinary shares in the respective period as follows:

Current Year Quarter

31.12.1005

Current Year To Date 

31.12.2005






Profit after taxation (RM’000)
410

3,566






Weighted average number of ordinary shares (’000)




- basic earnings
87,651

77,096

- diluted earnings
88,635

77,344






Earnings per share (Sen)




- basic
0.47

4.63

- diluted
0.46

4.61

14.
Authorisation For Issue


The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors dated 20 February 2006.
By Order of the Board

Mah Li Chen (MAICSA 7022751)

Lim Siew Ting (MAICSA 7029466)

Company Secretaries
Kuala Lumpur
20 February 2006
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