THE AYER MOLEK RYBBER COMPANY BERHAD (1292-P)
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS
BURSA SECURITIES LISTING REQUIREMENTS

1.   Review of Performance 

The Company and its subsidiaries did not carry on any business operation during the period under review as the plantation lands had been disposed off by the former directors. This position would continue until the Group is able to acquire revenue generating assets.
As stated in Note 8 below, the Company has on 11 August, 2009 entered into a Restructuring Agreement with Yuwang Group whereby, subject to approval of shareholders the Company, Yuwanf Group and regulatory authorities, 19,119.69          acres of palm oil plantation land belonging to Yuwang Group will be injected in the Company on terms and conditions set out therein. 
2.
Prospects for the current Financial Year

The prospect for the current financial year would remain unchanged until the Restructuring Scheme is successfully implemented. The Board anticipates that to achieve this in the new financial year.  

3. Profit forecast
Not applicable as no profit forecast was published.

4.
Taxation
There was no provision for taxation or adjustment of deferred taxation as the Group was dormant during the period under review.

5. Unquoted Securities

The Company had in 2006 through its wholly owned subsidiary The Ayer Molek Plantation Sdn Bhd (AMP) acquired unquoted investment comprising of 30% equity in P.T. Varita Majutama (Varita) a company incorporated in Indonesia for Indonesian Rupiah 5.4 billion. Agreement has been reached to sell this investment back to the original vendor at Indonesian Rupiah 5.4 billion. 
The Company had earlier through its wholly owned subsidiary The Ayer Molek Plantation Sdn Bhd (AMP) advanced a sum of Indonesian Rupiah 10 billion to Varita. Agreement has been reached to accept Indonesian 7.4 billion as full and final settlement of this sum advanced to Varita by AMP.
Due to administrative constraints payments have not been received. 

6.
Quoted Securities

The Group did not purchase or dispose off any quoted securities during the period.

7.
Material litigations

As reported in the Annual Reports for 2006, 2007 and 2008, certain landed properties of the Company had been unlawfully disposed and transferred. The Company has since commenced legal actions in the High Court of Malaysia seeking to set aside the disposal and transfer of the said properties. The relevant legal actions are set out below: 
a. High Court in Melaka Civil Suit No. 22-48-2009 The Ayer Molek Rubber   Company Berhad vs Bintang-Bintang Sdn Bhd & 6 others in respect of “Jasin Lands”
b. High Court in Johor Bahru Civil Suit No. 22-217-2009 The Ayer Molek Rubber Company Berhad vs  Bintang-Bintang Sdn Bhd & 6 others in respect of “Segamat Land”

c. High Court in Johor Bahru Civil No. 216-2009 The Ayer Molek Molek Rubber Company vs Ropie Subari and 4 others in respect of “Jementah Land” 
d. High Court in Melaka Civil Suit No. 22-90-2009 The Ayer Molek Rubber Company Berhad vs Magma Tenggara Sdn Bhd & 5 others in respect of “Ayer Panas Land”

In 2006 the former Managing Director of the Company had in the name of the Company’s wholly owned subsidiary The Ayer Molek Plantation Sdn Bhd (AMP) issued a Letter of Undertaking to Mr. Gautama Hartarto (the original vendor of the 30% equity interest in P.T. Varita Majutama to AMP) providing for: 

i) Goodwill payment amounting to US Dollars 5,500,000;
ii) Assumption of Heavy Equipment Liability amounting to US Dollars 2,000,000;

iii) Making advances to Varita. 

Based on the Letter of Undertaking Mr. Gautama Hartarto had commenced civil action in the Southern Jakarta District Court under Civil Case No. 644/Pdt. G/2008/PN Jak SEL. Seeking to enforce the terms of the Letter of Undertaking. The Company and The Ayer Molek Plantation Sdn Bhd have been named as first and second defendants. 
The present Board has reviewed the documents and circumstances surrounding the issue of the Letter of Undertaking and are of the view that there was no authorization for the issue of the Letter of Undertaking and accordingly unenforcible. We have instructed counsels in Jakarta to defend the action. 

On 14 June, 2009 agreement was reached with Mr. Gautama in Singapore to settle the disputes and Mr. Gautama Hartarto has agreed to withdraw the case against The Company and The Ayer Molek Plantation Sdn Bhd 
8. Restructuring Agreement with Yuwang Group

As announced by MIMB Investment Bank on behalf of the Company on 11 August, 2009, the Company has entered into a Restructuring Agreement with Yuwang Group providing for 

(i) Proposed Acquisition of Yuwang Group;

(ii) Proposed Shares Exchange;

(iii) Proposed Distribution of Shares; 

(iv) Proposed Placement and/or Offer for Sale;

(v) Proposed Transfer of Listing Status; and

(vi) Proposed Disposal of AMolek Group.

8.1
Proposed Acquisition of Yuwang Group


8.1.1
Details of the Proposed Acquisition of Yuwang Group

The Proposed Acquisition of Yuwang Group will comprise of the following acquisitions by a new company to be incorporated (“Newco”) which will eventually assume the listing status of AMolek:-

(a) 1,000,000 ordinary shares of RM1.00 each in Yuwang (“Yuwang Sale Shares”) representing 100% of the equity interest of Yuwang for a purchase consideration to be determined by the Board and the vendors of Yuwang (“Proposed Acquisition of Yuwang”); 

(b) 4,000,002 ordinary shares of RM1.00 each in Seraya (“Seraya Sale Shares”) representing 100% of the equity interest of Seraya for a purchase consideration to be determined by both the Board and the vendors of Seraya (“Proposed Acquisition of Seraya”); 

(c) 6,000,000 ordinary shares of RM1.00 each in LUTSB (“LUTSB Sale Shares”) representing 100% of the equity interest of LUTSB for a purchase consideration to be determined by both the Board and the vendors of LUTSB (“Proposed Acquisition of LUTSB”); and

(d) 2,500,000 ordinary shares of RM1.00 each in Consoway (“Consoway Sale Shares”) representing 100% of the equity interest of Consoway for a purchase consideration to be determined by both the Board and the vendors of Consoway (“Proposed Acquisition of Consoway”).

(collectively referred to as the “Proposed Acquisition of Yuwang Group”).

The final purchase consideration for the Proposed Acquisition of Yuwang Group will be fully satisfied via the issuance of new shares by Newco and will be determined later after a valuation on all its plantations covering total land area of approximately 19,119.69 acres of the acquiree companies has been completed by an independent firm of registered valuers to be appointed.  The basis of arriving at the purchase consideration after such valuation is provided in Section 2.1.5.

The total purchase consideration for the Proposed Acquisition of Yuwang Group is expected to be in the region of RM300,000,000 to be wholly satisfied by the issuance of 300,000,000 new ordinary shares of RM1.00 each in Newco (“Newco Shares”) at an issue price of RM1.00 per share (“Consideration Shares”).

8.2
Proposed Shares Exchange

8.2.1
Details of the Proposed Shares Exchange

The Proposed Shares Exchange would involve the exchange of 1,800,000 ordinary shares of RM1.00 each in AMolek (“AMolek Shares”) held by the existing shareholders of AMolek with 1,800,000 Newco Shares pursuant to Section 176 of the Act on the basis of one (1) new Newco Share for every one (1) existing AMolek Share held at a date to be determined later by the Board (“Proposed Shares Exchange”) after the completion of the Proposed Acquisition of Yuwang Group.

Under the Proposed Shares Exchange, the existing shareholders of AMOLEK shall receive one (1) Newco Share for every one (1) existing AMolek Share surrendered.

The effects of the Proposed Shares Exchange are as follows:

(i) The existing shareholders of AMolek will become the shareholders of Newco, collectively holding 1,800,000 Newco Shares; and

(ii)
Newco shall become the ultimate holding company of AMolek and its subsidiaries.

The AMolek Shares to be acquired by Newco shall be free from all charges, mortgages, pledges and all other encumbrances attaching thereto.  There are no liabilities to be assumed by Newco pursuant to the Proposed Shares Exchange.

8.2.2
Ranking of Newco Shares

The Newco Shares shall, upon issue and allotment pursuant to the Proposed Shares Exchange, rank pari passu in all respects with the then existing ordinary shares of Newco.

8.2.3
Rationale 

The Proposed Shares Exchange is to facilitate the Proposed Transfer of Listing Status so as to ensure that the existing AMolek shareholders will migrate their shareholdings from the existing listed vehicle (i.e. AMolek) to the new listed vehicle (i.e. Newco) and not hold shares in AMolek which will eventually be de-listed from the Official List of the Main Market of Bursa Securities.  Accordingly, the existing shareholders of AMolek will benefit from the profitable plantation business of the Yuwang Group.

8.3
Proposed Distribution of Shares


8.3.1
Details of the Proposed Distribution of Shares

The Proposed Distribution of Shares involves the distribution of 5,220,000 Newco Shares from the Consideration Shares to the existing shareholders of AMolek by the Yuwang Vendors for free (“Distributed Shares”) on the basis of two point nine (2.9) Distributed Shares for every one (1) Newco Shares held at a date to be determined later by the Board.

8.3.2
Rationale

The Distributed Shares are distributed to AMolek shareholders out of goodwill from the Yuwang Vendors.  It would also enable the existing shareholders of AMolek to benefit from the future growth of Newco and any potential capital appreciation arising thereof.

8.4
Proposed Placement and/or Offer for Sale

8.4.1
Details of the Proposed Placement and/or Offer for Sale

The Yuwang Vendors will undertake a placement and/or offer for sale of an aggregate of 68,430,000 Newco Shares (“Placement Shares and/or Offer Shares”) representing 22.67% of the entire issued and paid-up capital of Newco (“Proposed Placement and/or Offer for Sale”).  The Placement and/or Offer Shares will be allocated to investors at an indicative offer price of RM1.00 per ordinary share in Newco.

8.4.2
Basis of determining the indicative offer price of the Placement and/or Offer Shares

The offer price for the Placement and/or Offer Shares will be fixed at the same price as the issue price for the Consideration Shares.  Kindly refer to Section 2.1.5 herein for the basis of determination of the issue price for the Consideration Shares.

2.4.3
Status of the Placement and/or Offer Shares

All the Placement and/or Offer Shares shall rank pari passu in all respects with the existing Newco Shares and shall be free from all claims, charges, liens, encumbrances and equity whatsoever with all rights attaching thereto including all dividends, rights and distribution declared, paid or made in respect thereto on or before the date of completion of the Proposed Placement and/or Offer for Sale.


8.4.4
Rationale

The Proposed Placement and/or Offer for Sale is required in order for Newco to comply with paragraph 8.02 (1) of the Main Market Listing Requirements, i.e. at least 25% of its enlarged issued and paid-up share capital should be in the hands of public shareholders.   

2.5
Proposed Transfer of Listing Status

It is proposed that the entire issued and paid-up share capital of AMolek of RM1,800,000  comprising 1,800,000 AMolek Shares after the Proposed Shares Exchange be de-listed from the Official List of the Main Market of Bursa Securities and that the entire issued and paid-up share capital of Newco of RM301,800,002 comprising 301,800,002 Newco Shares be admitted to the Official List of the Main Market of Bursa Securities (“Proposed Transfer of Listing Status”).  

8.6
Proposed Disposal of AMolek Group

8.6.1
Details of the Proposed Disposal of AMolek Group

A special purpose vehicle (“SPV”) will be incorporated under the Act with an authorised share capital of RM500,000 divided into 5,000,000 ordinary shares of RM0.10 each and a fully paid-up share capital of RM180,000 divided into 1,800,000 ordinary shares of RM0.10 each to be issued to all the existing shareholders of AMolek.

Newco shall dispose of AMolek and its subsidiaries (“AMolek Group”) to the SPV involving 1,800,000 ordinary shares of RM1.00 each in AMolek (“AMolek Shares”) representing the entire issued and paid-up share capital of AMolek for a nominal cash consideration of RM1 (“Proposed Disposal of AMolek Group”). 
Listing and quotation of the Newco Shares

Application will be made to Bursa Securities for the listing of and quotation for 301,800,002 Newco Shares pursuant to the incorporation of Newco, Proposed Acquisition of Yuwang Group and the Proposed Shares Exchange on the Main Board of Bursa Securities.  

8.6.2
Rationale

The Proposed Disposal of AMolek Group is for AMolek to continue pursuing the legal proceedings that are outstanding without involving Newco and its subsidiaries (“Newco Group”).  Any proceeds or sale of any assets realised from such legal proceedings (net of operational, administrative and legal expenses) will be distributed to the then ultimate shareholders of AMolek (i.e. existing shareholders of AMolek prior to the Proposed Restructuring). 

8.7
Conditions Precedent
8.7.1
Agreement conditional

Except for the obligations set out in this clause 2.1 and the provisions of clause 8 (Termination), the obligations of the parties that are set out in this agreement are conditional upon the following being fulfilled or obtained by the Cut-Off Date:

(a)
a satisfactory outcome of the due diligence examination and verification on the legal, financial, insurance, technical and business aspects of Yuwang Group (Due Diligence Audit) by Ayer Molek at its own costs and expenses and the management, directors and/or shareholders of Yuwang Group having successfully remedied and/or rectified specific issues/concerns uncovered from the Due Diligence Audit;

(b)
Ayer Molek obtaining the approval, or no objection of the SC and/or Bursa Malaysia for the Restructuring;

(c)
Ayer Molek obtaining the sanction of the High Court of Malaya for the Restructuring; 

(d)
The approval of the Board and shareholders of Ayer Molek for the Restructuring;

(e)
The Restructuring Agreements being entered into within one (1) month from the date of this agreement or such other date as may be agreed by the parties in writing;

(f)
The conditions precedent for all the Restructuring Agreements having been fulfilled or waived by the parties in whole or in part.
8.8
Upon successful implementation of the scheme the present shareholders of the Company will receive 7,020,000 shares of RM1/- each in the NEWCO, proportionate  to their present shareholding in the Company, and will continue to preserve their present interest in the Company.
