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 MICRO-MECHANICS (HOLDINGS) LTD 
 
Unaudited First Quarter Financial Statements Announcement for the period ended 30/09/2012 
 
PART I INFORMATION REQUIRED FOR ANNOUNCEMENTS OF FIRST QUARTER RESULTS 
 
1(a) A statement of comprehensive income (for the group) together with a comparative statement for the 

corresponding period of the immediately preceding financial year. 
 

  

Group (First Quarter) 
3 months ended 

  Note 
30 Sep 12

S$ 
30 Sep 11

S$ 
Change 

 
Revenue (1) 9,894,509 10,370,649 (4.6%) 
Cost of sales (2) (5,046,997) (5,691,944) (11.3%) 
         
Gross profit  4,847,512 4,678,705 3.6% 
Other income (3) 132,421 372,973 (64.5%) 
Distribution costs  (762,644) (844,981) (9.7%) 
Administrative expenses  (1,922,073) (1,946,189) (1.2%) 
Other operating expenses  (667,507) (553,241) 20.7% 
         
Profit from operations  1,627,709 1,707,267 (4.7%) 
Finance costs  - - - 
Profit before taxation (4) 1,627,709 1,707,267 (4.7%) 
Taxation (5) (452,918) (463,303) (2.2%) 
         
Profit after tax  1,174,791 1,243,964 (5.6%) 
Minority interests  - - -  
Net profit for the period  1,174,791 1,243,964 (5.6%) 

Statement of Comprehensive Income         
Profit for the period  1,174,791 1,243,964 (5.6%) 
Other comprehensive income:     
Foreign currency translation differences for foreign 
operations, net of tax    (188,390) 429,513 (143.9%) 
Total comprehensive income for the period  986,401 1,673,477 (41.1%) 

NM: Not meaningful 
 
Notes: 
(1) Please refer to section 8 of this announcement for an analysis of the Group’s revenue. 
  
(2) Cost of sales decreased mainly from reduction of production headcount to 319 in 1Q13 compared to 414 in 1Q12.  
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(3) Other income consists of: 

 Group (First Quarter) 
3 months ended 

 
 

30 Sep 12 
S$ 

30 Sep 11 
S$ 

Change 
 

Interest income from banks and others 19,179 34,069 (43.7%) 
Gain on disposal of property, plant and 
equipment 

71,878 136,835 (47.5%) 

Government grant – Skill Redevelopment 
and Capability Development Scheme 

4,088 14,888 (72.5%) 

Exchange gain - 147,601 (100.0%) 
Others 37,276 39,580 (5.8%) 

 
 
(4) Profit before taxation includes the following expenses: 

 Group (First Quarter) 
3 months ended 

 30 Sep 12 
S$ 

30 Sep 11 
S$ 

Change 
 

Trade receivables written off  - - - 
Depreciation of property, plant and 
equipment 

 
1,073,318 

 
956,434 

 
12.2% 

Exchange loss 28,645 - n.m. 
Inventories written off 19,011 14,144 34.4% 

 
(5) The effective tax rate for 1Q13 was 27.8%, compared to 27.1% for 1Q12. This was mainly due to a loss incurred 

by our USA subsidiary. 
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1(b)(i) A balance sheet (for the issuer and group), together with a comparative statement as at the end of 
the immediately preceding financial year. 

 
  
  
  

 
 

Note 

Group
30 Sep 12

S$ 

Group
30 Jun 12

S$ 

Company 
30 Sep 12 

S$ 

Company
30 Jun 12

S$ 

Non-current assets          
Property, plant and equipment  26,328,110 27,343,519 - - 
Investment in subsidiaries  - - 17,257,474 17,257,474 
Trade and other receivables   - 4,256,180 4,416,030 
   26,328,110 27,343,519 21,513,654 21,673,504 
Current assets        
Inventories  2,142,410 2,216,618 - - 
Trade and other receivables  7,876,335 8,087,097 2,156,467 2,766,283 
Cash and cash equivalents  8,029,511 5,969,428 1,849,484 235,909 
   18,048,256 16,273,143 4,005,951 3,002,192 
         
Total assets  44,376,366 43,616,662 25,519,605 24,675,696 
      
Shareholders’ equity        
Share capital  14,782,931 14,782,931 14,782,931 14,782,931 
Foreign currency translation reserve (1) (2,468,070) (2,279,680) - - 
Accumulated profits  25,654,607 24,479,816 10,407,090 9,557,878 
   37,969,468 36,983,067 25,190,021 24,340,809 
      
Non-current liabilities        
Deferred tax liabilities  1,432,222 1,461,196 - - 
   1,432,222 1,461,196 - - 
Current liabilities        
Trade and other payables  3,690,416 4,078,995 326,193 332,166 
Provision for taxation  1,284,260 1,093,404 3,391 2,721 
   4,974,676 5,172,399 329,584 334,887 
         
Total liabilities  6,406,898 6,633,595 329,584 334,887 
         
Total equity and liabilities  44,376,366 43,616,662 25,519,605 24,675,696 
            
Notes: 
 
(1) The movement in foreign currency translation reserves was mainly due to the appreciation of the Renminbi 

against the Singapore Dollar. 
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1(b)(ii) Aggregate amount of group’s borrowings and debt securities. 
 

Amount repayable in one year or less, or on demand 
 

As at 30 Sep 12 As at 30 Sep 11 
Secured Unsecured Secured Unsecured 

Nil Nil Nil Nil 
 

Amount repayable after one year 
 

As at 30 Sep 12 As at 30 Sep 11 
Secured Unsecured Secured Unsecured 

Nil Nil Nil Nil 

 
Details of any collateral 

 
Not applicable 
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1(c) A cash flow statement (for the group), together with a comparative statement for the corresponding period 
of the immediately preceding financial year. 

 

  
Group (First Quarter) 

3 months ended 

  Note 
30 Sep 12 

S$ 
30 Sep 11

S$ 
Cash flows from operating activities      
Profit before taxation  1,627,709 1,707,267 
Adjustments for:    
Depreciation of property, plant and equipment  1,073,318 956,434 
Gain on disposal of property, plant and equipment  (71,878) (136,835) 
Interest income  (19,179) (34,069) 
Operating profit before changes in working capital  2,609,970 2,492,797 
Inventories   74,208 (206,606) 
Trade and other receivables  673,900 (384,794) 
Trade and other payables  (880,849) 829,315 
Cash generated from operations  2,477,229 2,730,712 
Interest received  23,036 38,304 
Income tax paid  (279,397) (272,124) 
Net cash from operating activities  2,220,868 2,496,892 
     
Cash flows from investing activities    
Purchase of property, plant and equipment  (466,376) (1,454,606) 
Proceeds from disposal of property, plant and equipment  153,390 153,259 
Net cash used in investing activities  (312,986) (1,301,347) 
     
Cash flow from financing activities    
Proceeds from issue of ordinary shares  - - 
Deposits pledged  (129) (5) 
Net cash used in financing activities  (129) (5) 
     
Net increase/(decrease) in cash and cash equivalents  1,907,753 1,195,540 
Cash and cash equivalents at beginning of the period  5,760,854 7,314,746 
Effect of exchange rate fluctuations  152,203 107,130 
Cash and cash equivalents at end of the period (1) 7,820,810 8,617,416 

    
Notes: 
 
(1) Cash and cash equivalent is derived from: 

   

Group 
30 Sep 12 

S$ 

Group
30 Sep 11

S$ 
Cash and cash equivalent balances  8,029,511 8,765,921 
Less: Pledged cash placed with bank  (208,701) (148,505) 
  7,820,810 8,617,416 
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1(d)(i) A statement (for the issuer and group) showing either (i) all changes in equity or (ii)changes in equity other 
than those arising from capitalisation issues and distributions to shareholders, together with a comparative 
statement for the corresponding period of the immediately preceding financial year. 

 
 Share

Capital 
Foreign 

Currency 
Translation 

Reserve 

Accumulated 
Profits 

Total 

 S$ S$ S$ S$ 
The Group     
As at 1 July 2011 14,685,321 (2,336,291) 24,430,094 36,779,124 
Total comprehensive income for the period     
Net profit for the period - - 1,243,964 1,243,964 

Other comprehensive income     

Foreign currency translation differences, net of tax - 429,513 - 429,513 

Total comprehensive income for the period - 429,513 1,243,964 1,673,477 
As at 30 September 2011 14,685,321 (1,906,778) 25,674,058 38,452,601 
     
As at 1 July 2012 14,782,931 (2,279,680) 24,479,816 36,983,067 
Total comprehensive income for the period     
Net profit for the period - - 1,174,791 1,174,791 

Other comprehensive income     

Foreign currency translation differences, net of tax - (188,390) - (188,390) 

Total comprehensive income for the period - (188,390) 1,174,791 986,401 

As at 30 September 2012 14,782,931 (2,468,070) 25,654,607 37,969,468 
 
 Share

Capital 
Foreign 

Currency 
Translation 

Reserve 

Accumulated 
Profits 

Total 

The Company     
As at 1 July 2011 14,685,321 - 7,805,876 22,491,197 
Total comprehensive income for the period     
Net profit for the period - - 1,491,382 1,491,382 
Total comprehensive income for the period - - 1,491,382 1,491,382 
As at 30 September 2011 14,685,321 - 9,297,258 23,982,579 
     
As at 1 July 2012 14,782,931 - 9,557,878 24,340,809 
Total comprehensive income for the period     
Net profit for the period - - 849,212 849,212 
Total comprehensive income for the period - - 849,212 849,212 
As at 30 September 2012 14,782,931 - 10,407,090 25,190,021 
 
 
1(d)(ii) Details of any changes in the company's share capital arising from rights issue, bonus issue, share buy-

backs, exercise of share options or warrants, conversion of other issues of equity securities, issue of shares 
for cash or as consideration for acquisition or for any other purpose since the end of the previous period 
reported on. State also the number of shares that may be issued on conversion of all the outstanding 
convertibles as at the end of the current financial period reported on and as at the end of the corresponding 
period of the immediately preceding financial year. 

 
There was no change in share capital for the financial period ended 30 September 2012. 
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1(d)(iii)To show the total number of issued shares excluding treasury shares as at the end of the current financial 
period and as at the end of the immediately preceding year. 

 
The total number of shares were 139,031,881 ordinary shares as at 30 Septermber 2012 and 138,804,881 ordinary 
shares as at 30 September 2011. The Company does not have any treasury shares as at the end of the current 
financial period and as at the end of the immediately preceding period. 

 
1(d)(iv) A statement showing all sales, transfers, disposal, cancellation and/or use of treasury shares as at the end of 

the current financial period reported on. 
 

Not applicable. 
 

2. Whether the figures have been audited or reviewed and in accordance with which auditing standard or 
practice. 

 
The figures have not been audited or reviewed by the auditors. 
 

3. Where the figures have been audited or reviewed, the auditors’ report (including any qualifications or 
emphasis of a matter). 

 
Not applicable. 

 
4.  Whether the same accounting policies and methods of computation as in the issuer’s most recently audited 

annual financial statements have been applied. 
 
Yes. 
 

5.  If there are any changes in the accounting policies and methods of computation, including any required by 
an accounting standard, what has changed, as well as the reasons for, and the effect of, the change. 

 
Not applicable 
 

6.  Earnings per ordinary share of the group for the current financial period reported on and the 
corresponding period of the immediately preceding financial year, after deducting any provision for 
preference dividends. 

 
 Group (First Quarter) 

3 months ended 
 30 Sep 12 30 Sep 11 
Earnings per ordinary share for the period based on net profit 
after tax and minority interest:- 

  

(i) Based on weighted average number of ordinary shares in issue 0.84 cents 0.90 cents 
(ii) On a fully diluted basis 0.84 cents 0.90 cents 

 
The calculation is based on the weighted average number of shares in issue during the period. The weighted 
average number of shares outstanding during the year was 139,031,881 (30 September 2011: 138,804,881). 

 
7.  Net asset value (for the issuer and group) per ordinary share based on issued share capital of the issuer at 

the end of the:- 
(a) current financial period reported on; and  
(b) immediately preceding financial year. 

 
 Group Group Company Company 
 30 Sep 12 30 Jun 12 30 Sep 12 30 Jun 12 
Net Asset Value per ordinary share (cents) 27.31 26.60 18.12 17.51 

 
The net asset value per ordinary share is calculated based on net assets of S$38.0 million (30 June 2012: S$37.0 
million) and 139,031,881 (30 June 2012: 139,031,881) shares in issue at the end of the currrent financial period 
reported on/immediately preceding financial year.  
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8.  A review of the performance of the group, to the extent necessary for a reasonable understanding of the 
group’s business. It must include a discussion of the following:- 
(a)any significant factors that affected the turnover, costs, and earnings of the group for the current 

financial period reported on, including (where applicable) seasonal or cyclical factors; and 
(b)any material factors that affected the cash flow, working capital, assets or liabilities of the group during 

the current financial period reported on. 
 
REVIEW OF PROFIT AND LOSS  
 
Semiconductor industry review 
 
Based on data from the Semiconductor Industry Association (SIA), worldwide chip sales in July and August 2012 
declined 2.8% year-on-year (yoy) to a total of US$48.57 billion, compared to the corresponding period in 2011. 
The SIA attributed the industry’s flat performance to prevailing macroeconomic headwinds which are hampering 
growth. On a geographical basis, chip sales during these two months were relatively steady in Japan and Asia 
Pacific while Europe and America have lagged. 
  
Group Revenue  

 
 1Q 2Q 3Q 4Q Full Year 

FY2013 S$9,894,509 NA NA NA NA 

FY2012 S$10,370,649 S$8,725,025 S$9,353,529 S$10,343,899 S$38,793,102 

 
Group 

Revenue 
 

% growth (4.6%) NA NA NA NA 
 
For the three months ended 30 September 2012 (1Q13), Group revenue declined 4.6% to S$9.9 million, from 
S$10.4 million in 1Q12, as a result of lower sales from both semiconductor tooling and the Custom Machining & 
Assembly (CMA) divisions.  
 
On a quarter-on-quarter (qoq) basis, Group revenue was also down 4.3% from S$10.3 million in 4Q12, due to 
lower revenue from the CMA division.  
 

 Revenue breakdown by Product Segment 
  

 1Q 2Q 3Q 4Q Full Year 

FY2013 S$8,622,533 NA NA NA NA 

FY2012 S$8,812,748 S$7,369,355 S$7,748,417 S$8,603,873 S$32,534,393

 
 
Semiconductor 

Tooling 
Revenue 

 % growth (2.2%) NA NA NA NA 
 

 1Q 2Q 3Q 4Q Full Year 

FY2013 S$1,271,976 NA NA NA NA 

FY2012 S$1,557,901 S$1,355,670 S$1,605,112 S$1,740,026 S$6,258,709 

 
 

CMA 
Revenue 

 % growth (18.4%) NA NA NA NA 
 

Revenue from the Group’s semiconductor tooling segment, which serves customers involved in the assembly and 
testing of semiconductors, eased 2.2% (or S$0.2 million) to S$8.6 million in 1Q13, from S$8.8 million in 1Q12. 
This was due mainly to the Thailand market which witnessed a yoy decrease in sales of S$0.4 million. The Group 
temporarily closed its Thailand factory in 2Q12 after the severe floods and subsequently rightsized our operations 
to the market’s requirements during the second half of FY2012.  
 
On a qoq basis, sales of our semiconductor tooling segment in 1Q13 were steady compared to 4Q12. 

 
Revenue from our CMA division, which mainly serves high technology capital equipment manufacturers in the 
aerospace, medical, laser and wafer fabrication industries, decreased to S$1.3 million in 1Q13 from S$1.6 million 
in 1Q12 and S$1.7 million in 4Q12. The CMA division’s revenue was affected by reduced orders especially from 
customers in the semiconductor industry.  
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In 1Q13, our semiconductor tooling and CMA segments accounted for 87% and 13% respectively of the Group’s 
revenue. 

 
  Revenue breakdown by Geographical Market 
 

1Q13 1Q12 Country 
S$ m % S$ m % 

% change 

Singapore 0.5 5% 0.3 3% 49.1% 
Malaysia 2.2 22% 2.2 21% (0.4%) 
Philippines 0.9 9% 0.8 7% 15.8% 
Thailand 0.5 5% 0.9 9% (43.2%) 
China 2.2 22% 2.1 20% 2.3% 
USA 1.4 14% 2.0 19% (29.6%) 
Europe 0.5 5% 0.5 5% 8.8% 
Japan 0.3 3% 0.4 4% (14.0%) 
Taiwan 1.0 10% 0.9 9% 10.8% 
Rest of world 0.4 5% 0.3 3% 32.6% 

 9.9 100% 10.4 100% (4.6%) 
  
In 1Q13, Malaysia and China remained our largest markets for semiconductor tools with a combined contribution 
of 44% of Group revenue. Sales to Malaysia market in 1Q13 remained steady at S$2.2 million while sales to 
China market improved slightly to S$2.2 million from S$2.1 million in 1Q12.  
 
Revenue from other markets for our semiconductor tooling business such as Philippines and Taiwan also inched 
up during 1Q13. These markets partially compensated for the decline in sales to Thailand which contracted 43.2% 
to S$0.5 million. This was due to temporary factory closure and rightsizing of our operations in Thailand during 
the second half of FY2012. However, sales to the Thailand market were unchanged when compared to 4Q12.  
 
The USA, which is mainly a market for our CMA business, witnessed a sales decline of 29.6% to S$1.4 million in 
1Q13, from S$2.0 million in 1Q12.  
 
Revenue from Singapore increased 49.1% to S$0.5 million in 1Q13 from S$0.3 million in 1Q12, partly due to 
incremental CMA sales contribution of S$0.1 million.  
 
Capacity Utilisation 

 
 1Q 2Q 3Q 4Q Full Year 

FY2013 46% NA NA NA NA 
 

Capacity 
Utilisation FY2012 55% 46% 41% 46% 47% 

 
Our average capacity utilisation rate in 1Q13 was lower at 46% compared to 55% in 1Q12 but steady from 4Q12. 
The yoy decline was due to lower sales combined with additional production equipment that were installed last 
year. 
 
Gross Profit (GP) Margin 
 

 1Q 2Q 3Q 4Q Full Year 
FY2013 49.0% NA NA NA NA 

 
Group 

GP Margin FY2012 45.1% 44.4% 46.0% 49.5% 46.3% 
  

 1Q 2Q 3Q 4Q Full Year 
Semiconductor 56.6% NA NA NA NA FY2013 

CMA (2.4%) NA NA NA NA 
Semiconductor 52.2% 52.5% 53.1% 55.6% 53.4% 

 
Gross Profit 

Margin 
(By Product 

Segment) FY2012 
CMA 4.8% 0.1% 12.0% 19.3% 9.7% 

  
Although Group revenue was down, our gross proft (GP) in 1Q13 increased 3.6% to S$4.8 million, compared to 
S$4.7 million in 1Q12, driven by our semiconductor tooling division. As such, the Group’s GP margin gained 3.9 
percentage points to 49.0% in 1Q13, from 45.1% in 1Q12.  
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The increase in GP margin reflects the Group’s continued focus on cost, productivity and cycle time management 
through a greater level of automation and process improvements. In tandem with our efforts to steadily streamline 
our manpower requirements, the Group’s production headcount was reduced to 319 in 1Q13 compared to 414 in 
1Q12. 
 
In 1Q13, our semiconductor tooling division posted GP of S$4.9 million, up 6% from S$4.6 million despite 
recording lower sales. Correspondingly, the gross profit margin of this segment expanded to 56.6% from 52.2%.  
 
On the other hand, the CMA segment recorded a gross loss as compared to a gross profit of nearly S$0.1 million 
in 1Q12. As a result of the decline in CMA sales, the division’s GP margin in 1Q13 fell to negative 2.4% 
compared to 4.8% in 1Q12 due to the combined effects of lower utilisation rate and fixed manufacturing 
overheads at our CMA factory in the USA. At the same time, the CMA division’s production overheads were also 
higher in 1Q13 due to additional depreciation costs arising from our 24/7 Machining Line which commenced at 
the end of June 2012.  
  
Other income, Distribution Cost, Administrative Expenses and Other Operating Expenses 
 

 1Q 2Q 3Q 4Q Full Year 
FY2013 S$3,219,803 NA NA NA NA 

% of sales 32.5%     
FY2012 S$2,971,438 S$2,879,942 S$3,059,805 S$3,259,633 S$12,170,818

Admin, 
Distribution and 
Other Operating 
Expenses (net of 

other income) 
% of sales 28.7% 33.0% 32.7% 31.5% 31.4% 

 
Other income in 1Q13 decreased to S$0.1 million compared to S$0.4 million in 1Q12. This was attributed to 
lower gain on disposal of assets and the absence of a foreign exchange gain recorded in 1Q12.  
 
We continued to keep a close watch on our expense structure during 1Q13. Our administrative expenses remained 
steady at S$1.9 million. Distribution costs declined 9.7% to S$0.8 million due to a reduction in sales personnel 
and a decrease in Sales Incentive Payments and other sales and marketing-related expenses in line with lower 
Group sales. 
 
Other operating expenses increased 20.7% to S$0.7 million in 1Q13 from S$0.6 million in 1Q12. This was mainly 
attributable to additional expenses of about S$100k related to our design and engineering team in the USA 
factory. During 3Q12, a number of engineers at our factory in the USA were moved from manufacturing roles to 
the design and engineering team to develop our new 24/7 Manufacturing Line. In 1Q13, the Group also recorded a 
foreign exchange loss of S$28k as compared to a gain of S$147k in 1Q12. 
 
In total, our administrative, distribution and other operating expenses (inclusive of other income) increased by 
S$0.2 million to S$3.2 milllion in 1Q13, from S$3.0 million in 1Q12. With lower revenue in 1Q13, these 
overhead expenses during the quarter were 32.5% of Group sales, compared to 28.7% in 1Q12. However, the 
Group’s overhead expenses were stable when compared to expenses of S$3.3 million in 4Q12.  

 
Profit before Tax and Net Profit 

 
 1Q 2Q 3Q 4Q Full Year 

FY2013 S$1,174,791 NA NA NA NA 
FY2012 S$1,243,964 S$747,436 S$872,377 S$1,356,901 S$4,220,678

 
 

Net Profit  
After Tax 

 % growth (5.6%)     
 

The Group reported profit before tax of S$1.6 million in 1Q13, a decrease of 4.7% (or around S$80k) from S$1.7 
million in 1Q12. The increase in GP helped to partially offset the effect of lower sales and higher administrative, 
distribution and other operating expenses (inclusive of other income) on our profit during 1Q13.  
 
After deducting taxation of S$0.5 million (S$0.5 million in 1Q12), the Group’s net profit declined 5.6% yoy to 
around S$1.2 million in 1Q13. The effective tax rate in 1Q13 was slightly higher at 27.8% due to a loss incurred 
by our USA subsidiary. As net profit decreased around the same pace with sales, the Group’s net profit margin in 
1Q13 remained unchanged at 11.9%.  
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Balance Sheet 
 
As at 30 September 2012, the Group remained in a sound financial position with a balance sheet that had total 
assets of S$44.4 million, shareholders’ equity of S$38.0 million, cash and cash equivalents of S$8.0 million and 
no bank borrowings. 
 
Accounts Receivable 

 
 As at end of 1Q As at end of 1H As at end of 3Q As at end of 2H 

FY2013 S$6,394,613 NA NA NA 
> 90 days 0.6% NA NA NA 
Write-off Nil NA NA NA 
FY2012 S$6,851,204 S$5,607,679 S$6,152,980 S$6,849,983 

> 90 days 0.8% 0.1% 0.8% 0.2% 

  
 
 

Accounts 
Receivable 

Write-off Nil Nil Nil Nil 
 

Trade receivables as at 30 September 2012 amounted to S$6.4 million (S$6.8 million at end of FY2012). Of this, 
0.6% was outstanding for 90 days or more (0.2% at end of FY2012). There were no bad debts during 1Q13.  
 
At the end of 1Q13, our trade payables totaled S$591k, of which S$62k was oustanding for 30 days or more. Non-
trade payables amounted to S$349k, of which S$11k was outstanding for more than 30 days. 

 
Inventory 

 
As a percentage of annualised sales, our inventory of S$2.1 million at the end of 1Q13 remained steady at 5.4% 
(5.5% at end-1Q12). Inventory written off in 1Q13 totaled S$19k, compared to S$14k in 1Q12.  

 
Capital Expenditure  
  

 1Q 2Q 3Q 4Q Full Year 
FY2013 S$466,376 NA NA NA NA 

% of sales     
FY2012 S$1,454,606 S$939,363 S$794,353 S$3,317,336 S$6,505,658 

 
 

Capital 
Expenditure 

% of sales    16.8% 
 

During 1Q13, our capital expenditure totaled S$0.5 million, attributed mainly to purchases of equipment and 
machine accessories for our factories in Singapore, the USA and Suzhou. Our planned capital expenditure for 
FY2013 is around S$2.5 million.  
 
Cash Flow Analysis 

 
The Group generated net cash from operating activities of S$2.2 million in 1Q13 (S$2.5 million in 1Q12). This 
was derived mainly from operating profit of S$2.6 million which was reduced by S$0.4 million for working 
capital and payment of income tax. Net cash used for investing activities amounted to S$0.3 million (S$1.3 
million in 1Q12) mainly for purchases of production equipment. We closed the period with cash of S$7.8 million 
and no bank borrowings. 
 

9. Where a forecast, or a prospect statement, has been previously disclosed to shareholders, any variance 
between it and the actual results. 

 
 No forecast or prospect statement had been issued for the current financial reporting period. There is no material 

variance from our previous financial year commentary under Section 10. 
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10. A commentary at the date of the announcement of the significant trends and competitive conditions of the 
industry in which the group operates and any known factors or events that may affect the group in the next 
reporting period and the next 12 months. 
 
Financial Performance 
During 1Q13, we began to see promising results from the investments and energy we have put into improving the 
Group’s operational efficiency. Although revenue eased 4.6% to S$9.9 million during 1Q13 from S$10.4 million 
in the same quarter a year ago, our GP margin rose to 49.0% in 1Q13 from 45.1% previously. This improvement 
would have been even more encouraging if not for the difficult business environment. While sales of our 
semiconductor tools declined 2% to S$8.6 million in 1Q13, the GP margin for this business segment increased to 
56.6% from 52.2% a year ago. Unfortunately, the Group’s overall performance was dampened by a tough quarter 
for our CMA division. After achieving a GP margin of 19.3% during 4Q12 on revenue of S$1.74 million, our 
CMA revenue during 1Q13 fell sharply to S$1.27 million on a pull back in orders from customers in the 
semiconductor industry and this is likely to persist in the short term. As manufacturing overhead is made up 
mainly of fixed costs and difficult to adjust quickly, the GP margin of our CMA division declined to negative 
2.4% in 1Q13.  
 
In addition to working to improve the Group’s GP margin, we kept a tight rein on distribution, administration and 
other expenses. Although these expenses were essentially flat during 1Q13, other income fell 65% (or S$241k) to 
S$132k from S$373k in 1Q12. As a result, total overhead (distribution, administrative and other expenses 
including other income) rose 8% to S$3.2 million in 1Q13 from S$3.0 million a year ago.  
 
With no bank borrowings to service and a careful watch over inventory and receivables, net cash generated from 
operating activities in 1Q13 totaled S$2.2 million.  After net investing activities of S$313k, we increased our cash 
position by S$1.9 million. At the end of 1Q13, the Group was in a strong financial position with S$8.0 million in 
cash, no bank borrowings and low trade payables of only S$0.6 million (of which just S$62k was outstanding for 
30 days or more). 
 
Market, Industry and Competitive Conditions 
As we approach the end of 2012, it remains difficult to see what lies ahead. Markets continue to be unpredictable, 
volatile and cost-competitive. Debt concerns in Europe, political wrangling  in Washington (not to mention a 
Presidential election in November 2012), slowing growth in China, surging food prices, high energy costs and 
continued unrest in various parts of the world, make short-term forecasting and business planning difficult.  

 
Although world-wide sales of semiconductors in July and August 2012 were down about 3% from a year ago 
(September numbers have not yet been released), the SIA still sees 2012 shaping up as a flat year for the chip 
industry. Against this global backdrop of slower growth and uncertainty, we are also facing cost challenges. As the 
semiconductor industry becomes increasingly driven by the demand for consumer electronics, we have seen price 
and delivery pressures from our customers. At the same time, several countries in Asia where we operate have 
introduced sudden and drastic changes to the minimum wage, setting off a chain reaction of wage hikes. Together 
with a shortage of skilled workers, which has been further exacerbated by a host of companies relocating to Asia 
from higher-cost geographies, the operating environment for the Group is likely to remain challenging. 

 
Customer Focused 
While the short-term may be hard to predict, we have a clear idea of what we need to do over the long term for the 
Group to remain successful. We aim to improve our focus on our customers; enhance the value we bring to their 
businesses; and build a sense of partnership based on strong mutual benefit. Whether we design and manufacture 
a tool for a delicate semiconductor assembly process or machine a critial part for a leading maker of aerospace, 
laser or medical equipment, our mission is to deliver “Perfect Parts and Tools, On Time, Every Time” based on 
repeatable, scalable and cost-effective processes.  
 
During 1Q13, our efforts to advance the science of machining and develop a fully-automated approach to around-
the-clock machining at our CMA facility in the USA were profiled in the September 2012 issue of Competitive 
Production, a publication by Makino Milling Machine Company. The article, photos of our 24/7 Machining Line 
and a short video are available on the Group’s website at www.micro-mechanics.com/about.php?id=4.  
 
Repeatable, Scalable and Cost-Effective 
While we have always been careful in our spending, hiring and investing decisions, the days of growing by adding 
more labor are over. With increasingly unpredictable, volatile and cost-competitive markets, we see the need for 
automated processes that are repeatable, scalable and cost-effective. From 588 people in our six factories around 
the world a year ago, we have been able to gradually streamline headcount to 476 at the end of 1Q13 by setting 
out initiatives, such as 24/7 Machining, to improve performance and productivity.  
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During FY2013, we intend to continue this focus, especially in areas that reduce set-up time, improve quality and 
enhance factory utilization rates. During FY2011 and FY2012, we invested approximately S$13 million to expand 
and strengthen the manufacturing capacity and capabilities of our factories in Asia and the USA. As we work to 
optimise the utilisation of this new equipment, we have lowered our planned capital expenditure for FY2013 to 
around S$2.5 million. During 1Q13, we made capital investments of S$466k compared to S$1.5 million in 1Q12.  
 
Whether it is learning how to deal with market volatility, implement complex engineering approaches such as 
24/7Machining, or improve any of our business practices and processes, we need a team of great people. To 
support this need, we officially opened during the quarter an in-house learning center we call MMUniversity. After 
completing a three-day “Boot Camp” in July for our managers to enhance strategic thinking, planning and 
leadership, we recently took another group of 14 managers through a program geared to enhancing their coaching, 
communication and team-building skills. 
 
We look forward to continue working together to build value for all our stakeholders. 
 

11. Dividend 
 
(a) Current Financial Period Reported On 

 
Any dividend declared for the current financial period reported on?  
Nil 
 
(b) Corresponding Period of the Immediately Preceding Financial Year 
 
Nil 
 
(c) Date payable 
 
Nil 
 
 (d) Books closure date 
 
Nil 
 

12.  If no dividend has been declared/recommended, a statement to that effect. 
  

Not applicable. 
 
PART II ADDITIONAL INFORMATION REQUIRED FOR FULL YEAR ANNOUNCEMENT 

(This part is not applicable to Q1, Q2, Q3 or Half Year Results) 
 
13.  Segmented revenue and results for business or geographical segments (of the group) in the form presented 

in the issuer’s most recently audited annual financial statements, with comparative information for the 
immediately preceding year. 

  
 Not applicable 
 
14.  In the review of performance, the factors leading to any material changes in contributions to turnover and 

earnings by the business or geographical segments. 
 

Not applicable  
 

15.  A breakdown of sales. 
 
 Not applicable 
 
16.  A breakdown of the total annual dividend (in dollar value) for the issuer’s latest full year and its previous 

full year. 
 

Not applicable 
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17. Interested Persons Transactions 
 
 There is no interested party transactions for the financial period ending 30 September 2012. 
 
18.  Confirmation Pursuant to Rule 705(4) of Listing Manual 
  

To the best of the Board of Directors’ knowledge, nothing has come to their attention which may render the 
financial results to be false or misleading. 

. 
 

 On behalf of the Board of Directors 
 
 
 ………………………..     ………………………. 
 Christopher Reid Borch     Chow Kam Wing 
 Chief Executive Officer     Chief Financial Officer 

 
 
BY ORDER OF THE BOARD 
 
 
CHOW KAM WING 
Company Secretary 
27 October 2012 
 

 


