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PART A – EXPLANATORY NOTES PURSUANT TO FRS 134 PARAGRAPH 16
A1.
BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with the reporting requirements as set out in Financial Reporting Standard (FRS) 134: Interim Financial Reporting and paragraph 9.22 of Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements. The interim financial report should be read in conjunction with Group’s audited financial statements for the financial year ended 30 June 2010. 
The accounting policies and methods of computation adopted in the Mikro MSC Berhad Group’s annual audited financial statements for the financial year ended 30 June 2010 have been consistently adopted in the preparation of the interim financial statements except for the following:
	
	

	Effective for financial period beginning on or after 1 July 2009

FRS 8
	Operating Segments 

	Effective for financial period beginning on or after 1 January 2010

FRS 101 (revised)
	Presentation of Financial Statements

	FRS 123 (revised)
	Borrowing Costs 

	FRS 132 (revised)  
	Financial Instruments: Presentation

	FRS 139
	Financial Instruments: Recognition and Measurement 

	IC Interpretation 9
	Reassessment of Embedded Derivatives 

	IC Interpretation 10
	Impairment and Interim Financial Reporting 

	IC Interpretation 11FRS 2
	Group and Treasury Share Transactions 

	IC Interpretation 13
	Customer Loyalty Programmes 

	IC Interpretation 14 FRS 119
	The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

	Amendments to FRS 2
	Share-based payment: Vesting Conditions and Cancellations*

	Amendments to FRS 5
	

	Amendments to FRS 8
	

	Amendments to FRS 139, FRS 7 and IC Interpretation 9
	

	Amendments to FRS 107
	

	Amendments to FRS 108
	

	Amendments to FRS 110
	

	Amendments to FRS 116
	

	Amendments to FRS 117
	

	Amendments to FRS 118
	

	Amendments to FRS 119
	

	Amendments to FRS 120
	

	Amendments to FRS 123
	

	Amendments to FRS 127
	

	Amendments to FRS 128
	

	Amendments to FRS 129
	

	Amendments to FRS 131
	

	Amendments to FRS 132
	

	Amendments to FRS 134
	

	Amendments to FRS 136
	

	Amendments to FRS 138
	

	Amendments to FRS 140
	

	Effective for financial period beginning on or after 1 March 2010                               
	Classification of Rights Issues




The principal effects of the changes in presentation and accounting policies resulting from the adoption of the new and revised FRSs, IC Interpretations and Amendments are as follows:

FRS 101 (revised) Presentation of Financial Statements
Prior to the adoption of the revised FRS 101, the components of the financial statements presented consisted of a balance sheet, an income statement, a statement of changes in equity, a cash flow and notes to the financial statements. With the adoption of revised FRS 101, the components of the interim financial statements presented consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.

The effects of the change in presentation  are as follows:
The gains and losses that were recognized directly in equity in the preceding year corresponding period are presented as components in other comprehensive income in the statement of comprehensive income. The total comprehensive income for preceding year corresponding period is presented  separately and allocation is made to show amount attributable to owners of the parent and to non-controlling interests. There is no effect on the comparatives to the Group on adoption of FRS 101 as there were no gains and losses recognized directly in equity in the preceding year corresponding period.

The total comprehensive income for the period is presented as a one-line item in the statement of changes in equity.

FRS 139, Financial Instruments: Recognition and Measurement

With the adoption of FRS 139, financial assets and financial liabilities recognized and unrecognized in the prior financial year are classed into the following categories:
	
	Pre-FRS 139
	Post-FRS 139

	1
	Unrecognised derivative assets
	Financial assets at fair value through profit or loss

	2
	Long-term borrowings
	Financial liabilities at amortised cost

	3
	Unrecognised derivative liabilities 
	Financial liabilities at fair value through profit or loss


The measurement based applied to the financial assets and financial liabilities in the prior financial year were changed to conform to the measurement standards of FRS 139 in the current quarter. At initial recognition, all financial assets and financial liabilities are measured at fair value plus in the case of financial instruments not at fair value through profit or loss, transaction costs directly attributable to the acquisition or issuance of the instruments. Subsequent to their initial recognition, the financial assets and liabilities are measured as follows:

	
	Category
	Measurement basis

	1
	Financial instruments at fair value through profit or loss
	At fair value through profit or loss

	2
	Loan and other financial liabilities
	At amortised cost effective interest method


All financial assets other than those classified as fair value through profit or loss are subject to impairment test of FRS 139.

The adoption of the new and revised FRSs,  has no effect to the Group’s consolidated financial statements of the current quarter or the comparative consolidated financial statements of the prior financial year
FRS 7 Financial Instruments: Disclosures

Prior to adoption of FRS 7, the disclosures for the financial instruments were based on the requirements of the original FRS 132 Financial Instruments: Disclosures and presentation. With the adoption of FRS 7, financial assets and liabilities are disclosed in the statement of financial position based on their respective classifications.

FRS 8 Operating Segments

Prior to adoption of FRS 8, the Group’s segment reporting was based on a primary reporting format of business segments and a secondary reporting format of geographical segments. With the adoption of FRS 8, the Group’s segment reporting has been changed to operating segments based on the segment information provided to the Chief Executive Officier and Board of Directors. There is no impact arising on adoption of FRS 8 as the operating segments reported in the audited financial statements of the Group for the financial year ended 30 June 2010 is similar to segment information provided to Chief Executive Officer and Board of Directors.
The adoption of the new and revised FRSs, IC Interpretations and Amendments has no effect to the Group’s consolidated financial statements of the current quarter or the comparative consolidated financial statements of the prior financial year.
A2. 
AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The audit report of the preceding annual financial statements was not subject to any qualification. 

A3.
UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE

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

A4.
SEASONAL OR CYCLICAL FACTORS

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

A5.
CHANGES IN ESTIMATES

There were no changes in estimates of amounts reported during this quarter.
A6.
DEBT AND EQUITY SECURITIES

There was no issuance or repayment of debt and equity securities, share buy-back, share cancellations, shares held as treasury shares and resale of treasury shares during the current quarter.

A7.
DIVIDEND PAID


There was no dividend paid during this quarter.
A8.
SEGMENTAL INFORMATION

The business of the Group is generated from the sales of analogue, digital and computer-controlled electronic devices and there was only one business segment identified.

In the prior year’s audited consolidated financial statements, the basis of segmentation was on primary format of business segments and a secondary format of geographical segment. In the current quarter ended 30 June 2011 and for the current financial year ending 30 June 2011, the basis of segmentation is as follows:
	
	Revenue
RM’000
	Elimination

RM’000
	Total

RM’000

	Revenue
	
	
	

	External sales
	5,950
	
	5,950

	Inter-segment sales
	3,766
	(3,766)
	-

	Total revenue
	9,716
	(3,766)
	5,950

	
	
	
	

	Profit from

Operation


	
	
	3,439

	Interest expenses
	
	
	(31)



	Interest income
	
	
	5


	Other expenses
	
	
	(2,944)



	Profit before taxation
	
	
	469


	Income tax expense
	
	
	(60)



	Profit for the year
	
	
	409


	Attributable to:

	
	
	

	Equity holders of the company
	
	
	409


	Minority interest
	
	
	-

	
	
	
	409

	
	
	
	


A9.
CARRYING AMOUNT OF REVALUED ASSETS
The Company did not revalue any of its property, plant and equipment during the quarter.

A10.
SUBSEQUENT EVENTS

There were no material events subsequent to the end of the current quarter.

A11.
CHANGES IN COMPOSITION OF THE GROUP

There is no change in the composition of the Group including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations.
A12.
CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There were no material changes in contingent liabilities or contingent assets as at to date of issue of this report.

A13.
CAPITAL COMMITMENTS


There are no material commitments which require disclosure during the quarter. 

A14.
SIGNIFICANT RELATED PARTY TRANSACTION


There were no significant related party transactions at the date of this report. 


      THE REMAINDER OF THIS PAGE HAS BEEN INTENTIONALLY LEFT BLANK

PART B – EXPLANATORY NOTES PURSUANT TO RULE 9.22 OF THE LISTING REQUIRMENTS OF BURSA SECURITIES FOR THE ACE MARKET

B1.
PERFORMANCE REVIEW

The Group generated revenue of approximately RM5.95 million for the current quarter under review, representing a 8% increase in comparison to the revenue of approximately RM5.50 million recorded in the corresponding quarter of the preceding year. The Group achieved the profit before taxation (“PBT”) of approximately RM0.47 million for the current quarter ended 30 June 2011 representing a 55% decrease compare to PBT of approximately RM1.04 million recorded for the corresponding period of the preceding year.
B2.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group’s revenue for the current quarter under review of approximately RM5.95 million was higher as compared to approximately RM5.52 million achieved in the immediate preceding quarter ended 30 June 2011, representing an increase of about RM0.43 million or 7.7%. However, the Group recorded a profit before tax of RM0.41 million for the current quarter ended 30 June 2011 as compared to PBT of RM0.71 million in the preceding quarter.
B3.
COMMENTARY ON PROSPECTS

The Group will continue focus on its business activities to improve operating and cost efficiencies as well as in spite of efforts to enhance existing products, develop new products and develop domestic and export sales channels.
B4.
PROFIT FORECAST AND PROFIT GUARANTEE

Not applicable as Mikromb has not issued any profit forecast or profit guarantee in a public document.

B5. 
TAXATION

	
	Current year quarter 

30 June 2011
RM’000
	Current year to date 

30 June 2011
RM’000

	Estimated income tax :

  Malaysia income tax

  Foreign income tax
	60
                    -
	1,287
                    -

	
	60
	1,287


The Group’s effective tax rate is lower than the Malaysian statutory tax rate of 25%. This is primarily due to certain expenses that are allowable for double deductions and the utilisation of capital allowances.

B6.
SALE OF UNQUOTED INVESTMENT AND/OR PROPERTIES 

There was no sale of unquoted investments and/or properties during the current quarter under review and financial year to date.

B7.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES

The group does not have any investments in quoted securities for the current quarter under review and financial year to date.  There was no acquisition or disposal of quoted securities for the current quarter under review and financial year to date.
B8.
STATUS OF CORPORATE PROPOSALS 

On 24 February 2011, the Company announced that it is proposing to undertake a Proposed RTO Scheme, and a Proposed Public Issue after completion of the Proposed RTO Scheme. 

On 4 April 2011, the Company announced that further to the Acquisition SSA, Mikro MB and Mr. Yeung Yiu Ping had on even date entered into a supplemental agreement to amend certain provisions of the Proposed RTO Scheme.

On 8 April 2011, the Company announced that the Company had on even date submitted the necessary applications in respect of the Proposed RTO Scheme to the Securities Commission and Bursa Malaysia Securities Berhad.  Please refer to the Company’s announcement for further details on the Proposed RTO Scheme. 

On 2 August 2011, the Company announced that MikroMB and Mr. Yeung Yiu Ping had on even date entered into a second supplemental agreement to amend and vary certain terms of the Acquisition SSA (as amended by the first supplemental agreement dated 6 April 2011 in respect of the Acquisition SSA).

In addition, MikroMB, Phoenix Symphony and the Acquiree Shareholders had on even date entered into a supplemental agreement to vary certain terms of the Disposal SBA.

Pursuant to the above, certain salient terms of the Proposed Acquisition and Proposed Disposal have been amended and varied, details of which are set out in the attachment. Other than as set out in the attachment, all other salient terms of the Proposed Acquisition and Proposed Disposal remain unchanged. Kindly refer to the Company’s announcement for further details. 
B9.
BORROWINGS 

The borrowing of the Company as at 30 June 2011 are as follows:-

	
	
	As at 

30 June 2011

	
	
	RM’000

	Secured Short-term [due within 12 months]:
	
	

	   Hire purchase payables
	
	333

	
	
	

	Secured Long-term [due after 12 months] :
	
	

	Hire purchase payables
	
	542

	
	
	

	Total Borrowings
	
	875

	
	
	


There are no unsecured borrowings for the current quarter.

B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS 

The Company has no financial instruments with off balance sheet risk as at the date of issuance of this report. 
B11.
MATERIAL LITIGATION

There were no material litigations or pending material litigations involving the Group as at the date of issue of this report.

B12. 
DIVIDEND PAYABLE


No dividend was declared for the current quarter under review.
B13.
EARNINGS PER SHARE

a)
Basic earnings per share

The basic earnings per share is calculated based on the Group’s profit after taxation for the current year quarter and current year to date, and divided by the respective weighted average number of ordinary shares in issue as at 30 June 2011 as follows:- 

	
	Current year quarter 
	Current year to date

	
	30 June 2011
	30 June 2011

	Profit after tax 
	409
	3,398

	(RM ‘000)
	
	

	
	
	

	Weighted average number of ordinary shares in issue
	175,265
	175,265

	(‘000)
	
	

	
	
	

	Basic earnings per share (sen)
	0.23
	1.94


b)
Diluted earnings per share

The diluted earnings per ordinary share is not presented as the effect of assuming all outstanding ESOS being exercised will be anti dilutive and the Company has no other dilutive potential ordinary shares in issue as at balance sheet date.

B14.
Authorisation for issue

The interim financial statements and the accompanying notes were authorised for issue by the Board of Directors in accordance with a resolution of the Board of Directors passed on 25 August 2011.

BY ORDER OF THE BOARD

MIKRO MSC BERHAD
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