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 in accordance with the requirements of Financial Reporting Standard (“FRS”) 134: Interim Financial Reporting and Chapter 9 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 2007. 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 2007.
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 2007 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) that are effective for the financial period beginning on or after 1 October 2006:
FRS 6

Exploration for and Evaluation of Mineral Resources

FRS 107
Cash Flow Statements

FRS 111
Construction Contracts 
FRS 117
Leases
FRS 118
Revenue

FRS 120
Accounting for Government Grants and Disclosures of Government Assistance
FRS 124
Related Party Disclosures
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: 
FRS 117 : Leases
The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. In the previous financial years, leasehold land held for own use was classified as property, plant and equipment and was stated at cost/valuation less accumulated depreciation and impairment losses, if any. Leasehold land held for own use is now classified as operating lease and where necessary, the up-front payments made are allocated between the land and buildings element in proportion to the relative fair values for leasehold interests in the land element and building elements. The up-front payments represent prepaid lease payments and are amortised on a straight-line basis over the lease term.
Upon the adoption of the revised FRS 117, as allowed by the transitional provisions of FRS 117, the unamortized amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments.

The reclassification of leasehold land as prepaid Land leases has been accounted for restropectively and the comparative figures have been restated as follows:




As previously
      Effect on Adoption



Stated

      of FRS 117

As restated


            RM’000                RM’000


RM’000
Balance Sheet

As at 31 Aug 2007

Property, plant and
  21,738
      (3,720)


18,018
Equipment

Prepaid Land leases               -

        3,720


  3,720
· FRS 117
FRS 6 and FRS 111 are not relevant to the Group’s operations.

3.
Audit Qualifications

There were no qualifications in the auditors’ report of the Group’s most recent annual financial statements ended 31 August 2007.
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 2007 to 31 August 2008 are as follow:-

	
	No of shares

	
	(‘000)

	
	

	Balance as at 1/9/07
	6.6

	Lapsed
	     -

	Exercised
	     -

	Balance as at 31/08/08
	 6.6

	
	


8.       Dividend Paid

On 28 September 2007, the Company paid the First interim dividend of 3 sen per share less tax at 27% amounting to RM 928,060 for the financial year ended 31 August 2007 as approved by the Board of Directors at its meeting held on 27 July 2007.


On 31 March 2008, the Company paid the final dividend of 3 sen per share less tax at 26% amounting to RM 940,774 in respect of the financial year ended 31 August 2007 which was approved by the Shareholders at the Annual General Meeting held on 28 February 2008.
 9.
Segmental Reporting
i) The Group’s main business segments comprises the following:-

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


   b)
Others
Investment holding and provision of management services. 
	
	
	Revenue
	Profit before
	

	
	
	
	Taxation 
	

	
	By Activities
	RM’000
	RM’000
	

	
	Manufacturing & Trading of

household appliances
	116,251

	          8,887         
	

	
	Others
	3,301
	            95           
	

	
	
	
	
	

	
	
	119,552
	          8,982          
	

	
	
	
	
	Total

	
	
	
	
	Assets

	
	By Geographical Locations
	
	
	RM’000

	
	Malaysia  operations

	115,240
	          10,193                
	108,378

	
	Overseas  operations
	          4,312
	
          (1,211)              
	
      1,853

	
	
	119,552
	          8,982         
	110,231


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 2007. Any addition to the property, plant and equipment are carried at cost less depreciation charge for the current quarter.
11.
Subsequent Material Event   
There were no material events subsequent to the current financial quarter ended 31 August 2008 up to the date of this report which, is likely to substantially affect the results of the operations of  the Group.

12.
Changes in the composition of the Group
There were no changes in the composition of the Group during the three months ended 31 August 2008.
13.
Contingent Liabilities
The contingent liabilities of the Group as at 31 August 2008 comprised of  corporate guarantees extended to financial institutions for credit facilities granted to certain subsidiary companies which amounted to RM50.80 million. Of these, RM24.41 million were utilized by these subsidiaries as at the same date.
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 Group
The Group’s revenue for the 3 months ended 31 August 2008  at RM 31.08  million was 37.10 % or RM 8.41 million higher compared to that of the preceding year corresponding quarter revenue of RM 22.67 million. This was attributed to continued increase in both local and export revenue generated by the major operating subsidiaries of the Group.
The Group generated a profit before taxation of RM 2.471 million for the 3 months ended 31 August 2008 compared to a loss of RM0.641 million recorded  in the preceding year corresponding quarter. However the preceding year corresponding quarter was affected by a one-time write off amounting to RM2.332 million. If not for the one-time write off, the Group would have recorded a profit before tax of RM 1.691 million. The increase in PBT was in- line with the increase in revenue recorded, further boosted by increasing economy of scale.  
There was a slight increase in the inventories and receivables due to stocking for anticipated export and festive sales respectively in the current quarter under review.
 2.
Comparison with Immediate Preceding Quarter's Results
	
	Current

Year

Quarter

RM’000
	Immediate

Preceding

Quarter

RM’000
	Difference
%

	Revenue
	31,086
	28,803
	7.93

	Profit before taxation 
	2,471
	2,645
	6.58


For the quarter under review, the Group recorded a revenue of RM 31.08 million as compared to a revenue of RM 28.803 million in the immediate preceding quarter. This represented an increase of 7.93 % or RM 2.283 million. 
However, profit before taxation during the current quarter was lower by 6.58% due mainly to a small percentage drop in gross profit and higher administrative and selling and distribution expenses incurred during the quarter.
3.
Commentary on Prospects
In view of current uncertainties as a result of the meltdown in the global financial market, the business environment going forward will be fraught with challenges. Consumer spending worldwide are expected to be adversely affected in the coming months and the domestic economy is not expected to be spared from this global crisis.

As such, the Group will continue to maintain a tight rein on costs, increasing productivity and efficiency to remain competitive in the face of such uncertainties.
Barring any unforeseen circumstances, the Group is confident of maintaining its profitability in the current new financial year.
4.
Variance of Actual Projects from Forecast Profit

Not applicable
5.
Tax Expense
	
	
	
	

	
	Current year
	
	Preceding year

	
	to-date ended
	
	to-date ended

	
	31/8/08
	
	31/8/07

	
	RM’000
	
	RM’000

	Income taxation:
	              
	
	               

	Current period 
	           1,922
	
	       1,422

	(Under)/Over provision in prior
	
	
	

	years
	          -   
	
	          -

	Total

	      1,922
	
	             1,422

	
	
	
	


The effective tax rate of the Group is 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  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 

31 Aug 2008 were as follows:
	
	

	
	As at

	
	31.08.08

	 
	RM

	
	

	Total investments at carrying value / book value
	15,300

	
	

	Total investments at market value at end of reporting period
	
6,325

	
	


 8.
Status of Corporate Proposals
There were no corporate proposal announced as at the date of this interim report that are pending completion.
  9.
Group Borrowings and Securities
The Group’s borrowing for the quarter ended 31 August 2008 were as follows:-










RM’000
a) Secured and Unsecured Borrowings

i)
Secured




   13,025
ii)
Unsecured




   14,041









   27,066
b) Hire Purchase Creditors

i)
Payable within the next twelve months
        264
ii)
Payable after the next twelve months
                    319








        583
 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
The Board of Directors has recommended an interim dividend of 3 sen per share less tax and will be paid on 28th November 2008 to Depositors whose names appear in the Record of Depositors on 14th November 2008.
 13.
Earnings Per Share

(i) Basic Earnings Per Share
The basic earnings per share attributed to equity holders of the parent had been calculated by dividing the Group’s net profit for the period attributable to equity holders of the parent 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)

     1,943
                    7,146
             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)


            

        4.59
           
        16.86 

(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)

      1,943  

           7,146
             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)


            

        4.58

            16.86
Dated : 29 October 2008
