MILUX CORPORATION BERHAD

(Company No.313619-W)





       (Incorporated in Malaysia)
NOTES TO THE ACCOUNTS
PART A – EXPLANATORY NOTES PURSUANT TO FRS 134

1.
Basis of Preparation
The interim financial statements are unaudited and have been prepared under the historical cost convention and are in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad..  

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 August 2006. These explanatory notes attached to the interim financial statements 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 since the year ended 31 August 2006.
2.
Changes in Accounting Policies
The significant accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited annual financial statements for the year ended 31 August 2006 except for the adoption of the new/revised Financial Reporting Standards (“FRS”) effective for financial periods beginning on or after 1 January 2006.
FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories 

FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110
Events after The Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The 3 FRSs that have been issued by MASB but are not effective yet for the Group in the current financial year are as follows:

FRS 117
Leases

FRS 124
Related Party Disclosures

FRS 139
Financial Instruments: Recognition and Measurement

The adoption of the new/revised FRSs did not result in substantial changes to the Group’s accounting policies other than the effects of the FRSs disclosed as follows: 
i)
FRS 2 : Share-based Payment
FRS 2 requires an entity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets or equity instruments of the equity.
The Company has an Employee Share Option Scheme (“ESOS”) whereby share options are granted to eligble employees.

Prior to 1 September 2006, no compensation expense was recognized in the income statement when the share options are granted. Share capital and premium account are increased when the proceeds are received from the share options exercised by the employees in that financial period. 

Under the transitional provisions of  FRS 2, this standard must be applied to share options that were granted after 31 December 2004 and had not yet been vested on 1 January 2006. The adoption of this standard has not resulted in any retrospective impact to the Group as there were no new share options granted by the Company after 31 December 2004 which remain unvested on 1 January 2006.
ii) FRS 3: Business Combination, FRS 136: Impairment of Assets, FRS 138: Intangible Assets

In prior period, goodwill was amortised from the date of initial recognition using the straight line method over its estimated useful life or twenty (20) years and is stated at cost less accumulated amortization and impairment losses, if any.
With effect from 1 September 2006, in accordance with FRS 3 and FRS 136, the Group no longer amortises positive goodwill. Such goodwill will be tested annually for impairment, or more frequently if events or changes in circumstances indicate that it might be impaired 
The new policy in respect of positive goodwill has been applied in accordance with the transitional arrangements under the FRS 3. The cumulative amount of amortization as of 1 September 2006 has been offset against  the cost of goodwill and no amortization charge for goodwill has been recognized in the income statement for the six months ended 28 February 2007. This has increased the Group’s profit after tax for the six months ended 28 February 2007 by RM189,744.00
The changes in policy relating to negative goodwill had no effect on the interim financial statements as there was no negative goodwill deferred as at 31 August 2006.
The useful lives of other intangible assets are now assessed  at the individual asset level as having a finite or indefinite life. Prior to 1 September 2006, intangible assets were considered to have a finite useful life and were stated at cost less accumulated amortization and impairment losses.
iii)
FRS 101: Presentation of Financial Statements

In prior years, minority interests in the results of the Group were separately presented in the income statements as a deduction before arriving at the profit attributable to shareholders. Minority interests at the balance sheet date were presented in the consolidated balance sheet separately from liabilities and as a deduction from net assets.
In order to comply with FRS 101, minority interests in the results of the Group for the period are now presented on the face of the consolidated income statements as an allocation of the total profit or loss for the period between the minority interests and equity holders of the Company. Similarly, minority interests at the balance sheet date are presented in the consolidated balance sheet within equity, separately from the equity attributable to the equity holder of the Company.

The presentation of  minority interests in the income statement, consolidated balance sheet and statement of changes in equity for the comparative period has been restated accordingly.

3.
Audit Qualifications

There were no qualifications in the auditors’ report of the Group’s most recent annual financial statements ended 31 August 2006.
4.
Seasonal or Cyclical Factors
Other than festive periods and national campaigns, the business operations of the Group are not materially affected by any seasonal or cyclical factors. 
5.
Extraordinary and Exceptional Items
There were no extraordinary and exceptional items of an unusual nature affecting assets, liabilities, equity, net income or cash flow during the interim financial period under review.

6.
Changes In Estimates

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

7.
Debt and Equity Securities

There were no issuances, cancellations, repurchase, resale and repayments of debt and equity securities during the current quarter.
No options were granted nor were there any exercise of share options pursuant to the Company’s Employee Share Option Scheme during the period under review.

Total share option granted, lapsed and exercised by the eligible employees and executive directors from 1 September 2006 to 28 February 2007 are as follow:-

	
	No of shares

	
	(‘000)

	
	

	Balance as at 1/9/06
	134

	Lapsed
	      (8)

	Exercised
	   (120)

	Balance as at 28/2/07
	         6

	
	


8.       Dividend Paid
On 29 September 2006, the Company paid the First interim dividend of 3 sen per share less 28% taxation amounting to RM915,347.39 for the financial year ended 31 August 2006 (2005: 3 sen per share), which was approved by the Board of Directors at its meeting held on 26 July 2006.

Subsequent to the end of the second quarter under review, the Company had on 31 March 2007 paid the final dividend of 3 sen per share less tax at 27% amounting to RM928,060 in respect of the financial year ended 31 August 2006 (2005: 1 sen per share + special dividend of 2 sen per share) which was approved by the Shareholders at the Annual General Meeting held on 12 February 2007.
 9.
Segmental Reporting
i) The Group comprises the following main business segments:-

a) Home appliances
Manufacturing and dealing in household appliances and their related      products.

b) Property
Property Development


   c)
Others
Investment holding, provision of management services and the manufacturing and retailing of ice cream, creameries and snack bar.
	
	
	Revenue
	Profit before
	

	
	
	
	Taxation 
	

	
	By Activities
	RM’000
	RM’000
	

	
	Manufacturing & Trading of

household appliances
	42,784

	2,592

	

	
	Property Development 
	1,273
	                113  
	

	
	Others
	340
	               (325)
	

	
	
	44,397
	 2,380
	

	
	
	
	
	Total

	
	
	
	
	Assets

	
	By Geographical Locations
	
	
	RM’000

	
	Malaysia  
	44,397
	              2,556 
	85,681

	
	Indonesia
	         -
	
               (176)            
	4,357

	
	
	44,397
	2,380
	90,038


10.
Valuation Of Property, Plant and Equipment
The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 August 2006. Any addition to the property, plant and equipment are carried at cost less depreciation charge for the current quarter and current financial year todate.
11.
Subsequent Material Event   
There are no material events as at the date of the announcement that will affect the financial results of the financial period under review
12.
Changes in the composition of the Group
There were no changes in the composition of the Group during the three months ended 28 February 2007.
13.
Contingent Liabilities
There were no changes in contingent liabilities of the Company since the last annual balance sheet as at 31 August 2006, except for corporate guarantees amounting to RM23.88 million (2006: RM11.11 million) issued to financial institutions for banking facilities granted to certain subsidiary companies. Total amount utilized by these subsidiaries amounted to RM 4.682 million
14.
Capital Commitments
There were no material capital commitments incurred or known to be incurred by the Group which upon becoming enforceable, may have a material impact on the profit or net assets value of the Group as at the date of this report.

PART B- ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA’S LISTING REQUIREMENTS
1.
Review of Performance of the Company and its Principal Subsidiaries
The Group’s revenue for the 3 months ended 28 February 2007 increased by RM 5.93 million or 37.4 % to RM 21.80 million compared to RM 15.87 million in the  preceding year corresponding quarter. The increase during this second quarter compared to the preceding corresponding quarter was solely attributed to the contribution from the two newly acquired subsidiaries namely namely Euro Uno Sales & Service Sdn Bhd and Eurobay Industries Sdn Bhd which contributed a combined revenue of RM 6.191 million during the quarter under review.
The Group’s profit before taxation increased from RM 0.418 million in the preceding corresponding quarter to RM 0.988 million in the current quarter, an increase of 136%. This is in tandem with the higher revenue achieved and also contribution from Euro Uno Sales & Service Sdn Bhd and Eurobay Industries Sdn Bhd which has a relatively higher gross margin compared to the rest of the companies in the Group. 
 2.
Comparison with Immediate Preceding Quarter's Results
	
	Current

Year

Quarter

RM’000
	Immediate

Preceding

Quarter

RM’000
	Difference
%

	Revenue
	21,799
	22,598
	(3.54)

	Profit before taxation 
	988
	1,392
	(29.02)


For the quarter under review, the Group recorded a revenue of RM21.799 million as compared to a revenue of RM 22.598 million in the immediate preceding quarter. This represented a reduction of 3.54 %.
Higher administrative expenses coupled with higher finance costs incurred during the quarter under review resulted in a reduction of profit before taxation of 29.02% compared to the immediate preceding quarter.

The higher administrative expenses incurred during the quarter is not expected to recur in the remaining quarters of the financial year as this was due to a one-off charge for bonus paid that was not provided for.
3.
Commentary on Prospect
The Group will continue its ongoing efforts to increase revenue in both the domestic and the export sector and at the same time to continue exercising tight control on the Group’s expenses. The Group had on 5 March 2007 announced to Bursa Malaysia the proposed incorporation of a subsidiary in India known as Milux Home Appliances (India) Private Limited. This subsidiary will principally be involved in the manufacturing, retailing, trading and supply of household products in India. This is part of the Group’s initiative to tap new markets in the region. 
After having secured the  Sales Agency from Taiwan Sakura Corporation recently for the sale of Sakura’s Range Hood and Gas Cooker Tops in Malaysia, the Group have been actively promoting this range of products through heavy product promotion and advertisements during the quarter under review. These activities are expected to contribute positively to the Group’s revenue in the coming quarters.
4.
Variance of Actual Projects from Forecast Profit

Not applicable.
5.
Tax Expense
	
	
	
	

	
	Current year
	
	Preceding year

	
	to-date ended
	
	to-date ended

	
	28/02/07
	
	28/02/06

	
	RM’000
	
	RM’000

	Income taxation:
	
	
	

	Current period 
	595
	
	510


The effective tax rate of the Group for the current quarter is slightly lower than the statutory income tax rate due to the availability of tax allowances brought forward to set off against current period profit of certain subsidiaries.
6.
Sale of  Unquoted Investments and/or Properties
There were no sales of any unquoted investment or properties for the quarter under review. 

7.
Quoted Securities
There were no purchases or disposals of quoted securities made during the quarter under review
Investment in quoted shares at cost less allowances for diminution in value as at 

28 February 2007 were as follows:
	
	6 months

	
	ended

	
	28.02.07

	
	RM

	
	

	Total investments at carrying value / book value
	16,950

	
	

	Total investments at market value at end of reporting period
	21,850

	
	


 8.
Status of Corporate Proposals
As announced to Bursa Securites Malaysia Berhad on 24 February 2006, the Securities Commission vide its letter dated 21 February 2006 approved the proposed private placement of new ordinary shares of RM1.00 each of up to ten percent (10%) of the issued and paid-up share capital of the Company.
This proposed private placement has not been implemented and the approval by the Securities Commission has since lapsed during the quarter under review. 
  9.
Group Borrowings and Securities

The Group’s borrowing for the quarter ended 28 February 2007 are as follows:-










RM’000
a) Secured and Unsecured Borrowings

i)
Secured




     6,202
ii)
Unsecured




     8.167









   14,369
b) Hire Purchase Creditors

i)
Payable within the next twelve months
        281
ii)
Payable after the next twelve months
                    265








        546
 10.
Off Balance Sheet financial Instruments
There were no off balance sheet financial instruments entered into by the Group as at the date of this report.
 11.
Material Litigation
As at the date of this report, the Group has no knowledge of any pending material litigation either against the Company or any of its subsidiaries.

 12.
Dividend Payable
No interim dividend has been declared for the current quarter under review.
 13.
Earnings Per Share

(i) Basic Earnings Per Share
The basic earnings per share has been calculated by dividing the Group’s net  profit for the period by the number of ordinary shares in issue  during the period.
 





 Individual Current
   Cumulative Current





    Year Quarter

          Year Todate


Net Profit for the period (RM’000)

  
      725

        1,785
             Weighted average number of

             Ordinary shares of RM1.00 each in 

             Issue (‘000)



                42,377

        42,377

             Basic  Earnings Per Share based on

             adjusted weighted average number of

             Ordinary shares of RM1.00 each in issue

             (‘000)


            

       1.71

           4.21

(ii) Diluted Earnings Per Share

The diluted earnings per share for the quarter and cumulative year todate are computed as follows:






  Individual Current
       Cumulative Current





     Year Quarter

 Year Todate


Net Profit for the period (RM’000)

     725


        1,785
             Adjusted weighted average number of

             Ordinary shares of RM1.00 each in 

             Issue (‘000)



                42,383

        42,383
             Diluted Earnings Per Share based on

             adjusted weighted average number of

             Ordinary shares of RM1.00 each in issue

             (‘000)


            

       1.71

            4.21
Dated : 30 April 2007
