Mycom Berhad

Company No. : 7296-V

Explanatory Notes

PART A : Notes Required by FRS 134 

A1)
Accounting policies and methods of computation

The interim report has been prepared in accordance with Financial Reporting Standards (“FRS”) 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad, and should be read in conjunction with the Group’s financial statements for the year ended 30 June 2006.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the year ended 30 June 2006 except for the adoption of the new/revised FRSs effective from financial period beginning 1 July 2006 and early adoption of FRS 117 : Leases.

Except for the changes in accounting policies and their effects as discussed below, the new and revised FRSs do not have any other significant impact on the financial statements of the Group.

FRS 101
: Presentation of Financial Statements
The adoption of the FRS 101 has affected the presentation of the minority interest.  In the consolidated balance sheet, minority interests are now presented within the total equity.  In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period.  A similar requirement is also applicable to the consolidated statement of changes in equity where the amounts attributable to equity holders of the parent and to minority interest are shown separately for the total equity.

The current period’s presentation of the Group’s financial statements is based on the revised requirement of FRS 101, with the comparatives restated to conform with the current period’s presentation.

FRS 116
: Property, Plant and Equipment

The adoption of this FRS has resulted changes in the presentations of the following items in the balance sheet:

(i) investment property under construction – previously classified  as investment property is now presented as property, plant and equipment; and

(ii) Agriculture development expenditure – previously classified as property, plant and equipment is now presented as biological assets. 

 FRS 117
: Leases
Prior to 1 July 2006, leasehold land was classified as property, plant and equipment and was stated at costs and valuation less accumulated depreciation. The adoption of the revised FRS 117 has resulted in a change in the accounting policy relating to the classification of leases of land and buildings.  The up-front payment made for the leasehold land represents prepaid lease payments and are amortised on a straight line basis over the lease term.  A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease.  The Group has applied the change in accounting policy in respect of leasehold land in accordance with the transitional provisions of FRS 117. At 30 June 2006, the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions.

FRS 140
: Investment Property

The adoption of this FRS has resulted in reclassification of certain investment properties to property, plant and equipment. Investment property is stated at cost less accumulated depreciation and impairment losses.

. 

A2)
Comparatives

The following comparative amounts have been restated due to the adoption of the new and revised FRSs:

Previously
Adjustments



stated

RM’000
FRS116

RM’000
FRS 117

RM’000
FRS 140

RM’000
Restated

RM’000








Property, plant and equipment
406,336
164,563
(145,943)
(4,504)
420,452

Biological assets
0
178,646
0
0
178,646

Investment properties
344,170
(343,209)
0
4,504
5,465

Prepaid land lease payments
0

145,943
0
145,943

A3)
Declaration of audit qualification

The audit report of the Company’s preceding annual financial statements was not subject to qualification.

A4)
Seasonal or cyclical factors

The group’s business operations were not significantly affected by any seasonal or cyclical factors.

A5)
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence
On 27 April 2007, the Group has completed the implementation of its restructuring scheme.  The unusual items pursuant to the scheme had been reflected in the financial statements. 

A6)
Nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years, which give a material effect in the current interim period
There are no changes in the estimates of amounts, which give a material effect in the current financial year.

A7)
Debt and equity securities
There were no issuance, cancellation, repurchase, resale and repayment of debt or equity securities for the current financial year except for the followings: 

(a) Capital reduction from 392,682,073 ordinary shares of RM1.00 each to 392,682,073 ordinary shares of RM0.10 each through cancellation of RM0.90 from each ordinary share;

(b) Capital consolidation  of 392,682,073 ordinary shares of RM0.10 each into 39,268,207 ordinary shares of RM1.00 each;

(c) Issuance of 114,268,207 ordinary shares pursuant to the rights and special issues together with 114,268,207 free detachable warrants;

(d) Issuance of 248,571,429 ordinary shares pursuant to the KHD Land acquisition;

(e) Issuance of the following ordinary shares and instruments pursuant to the debts restructuring, intercompany settlement and creditors settlements:


(i) 
162,497,218 ordinary shares; 

(ii) 361,542,265 Irredeemable Convertible Unsecured Loan Stock (“ICULS”);

(iii) 108,517,879 Irredeemable Convertible Bonds (“ICB”);

(iv) 20,680,000 Irredeemable Exchange Bonds (“IEB”) denominated in USD (equivalents to RM71,439,060);

(v) 26,320,000 Mycom BVI Bonds (“MCBVI Bond”) denominated in USD (equivalents to RM90,922,440);

(vi) 77,808,384 Restructured Term Loans (“RTL”); and

(vii) 60,305,280 Redeemable Unsecured Loan Stocks (“RULS”).

(f) Issuance of 10,000 ICULS, 10,000 ICB and 10,000  RULS for placement; and 

(g) Repurchase and cancellation of 896,177 RTL and 704,139 ICB. 

A8)
Dividends paid
No dividends have been paid for the current financial year.

A9)
Segmental reporting
Segmental analysis for the current financial year by business segments is as follows:


Continuing Operations
Discontinued Operation



Property

Developm’tRM’000
Plantation

RM’000
Manufac-turing

RM’000
Investment

Holding and Others 

RM’000
Elimination

RM’000
Total

RM’000
Manufac-

turing 

RM’000
Consolidated

RM’000











12 months ended 30 June 2007


















Revenue









External sales
3,844
85,508
259
2,351
-
91,962
9,961
101,923

Inter-segment sales
-
-
-
483
(483)
-
-
-

Total revenue
3,844
85,508
259
2,834
(483)
91,962
9,961
101,923





















Results









Segment results
(5,927)
33,733
15,052
396,136
-
438,994
(13,907)
425,087

Finance cost, net





(87,585)
(1,683)
(89,268)

Taxation 





(7,316)
17
(7,299)

Loss for the year





344,093
(15,573)
328,520











12 months ended 30 June 2006 (restated)

















Revenue









External sales
6,672
62,337
-
5,504
-
74,513
11,075
         85,588

Inter-segment sales
-
-
-
28
(28)
          -
-
-

Total revenue
6,672
62,337
-
5,532
(28)
74,513
11,075
         85,588





















Results









Segment results
(257)
17,876
(19,736)
19,151
-
17,034
(3,997)
      13,037

Finance cost, net





(65,673)
(1,548)
(67,221)

Taxation





  (5,719)
17
            (5,702)

Loss for the year 





(54,358)
(5,528)
(59,886)

A10)
Valuations of property, plant and equipment

The valuations of property, plant and equipment have been brought forward from the previous annual financial statements without any amendment.

A11)
Significant post balance sheet event
There were no significant events subsequent to the end of the current financial year. 

A12)
Effect of changes in the composition of the Group
On 27 April 2007, Mycom has completed the implementation of its restructuring scheme which has the following effect on the composition of the Group:

(a) Acquisition of the following companies from its former associated company, Olympia Industries Berhad (“Olympia”) and certain Olympia’s subsidiaries:

(i)
100% equity interest in Olympia Land Bhd together with its six subsidiaries;

(ii)
100% equity interest in City Properties Development Sdn Bhd;

(iii) 100% equity interest in Olympia Plaza Sdn Bhd;

(iv) 100% equity interest in Salhafa Sdn Bhd;

(v) 100% equity interest in Mascon Construction Sdn Bhd; 

A12)
Effect of changes in the composition of the Group (cont’d)

(vi) 
100% equity interest in Rambai Realty Sdn Bhd; and

(vii) 70% equity interest in Maswarna Colour Coatings Sdn Bhd.

(b) Increased its shareholdings in the following subsidiaries as consideration for the debts novation from the subsidiaries to Mycom:

(i)
Duta Grand Hotels Sdn Bhd 
: from 51% to 76%;

(ii) UNP Plywood Sdn Bhd 

: from 78% to 92%; and

(iii) Pacific Forest Industries Sdn Bhd 
: from 51% to 75%. 

(c) Dilution of investment in Olympia from an associated company to trading investment 

In June 2007, Filati Lastex Sdn Bhd (“Filati”), a 51% owned subsidiary of Mycom Berhad has ceased its operation.  The principal activities of Filati were manufacturing and sale of latex rubber thread and tapes.  

A13)
Contingent liabilities
The changes in contingent liabilities since 30 June 2006 to the date of this report are as follows:



RM’000





Guarantees

          

- a former associated company * 

(86,798)

- a former subsidiary *

(4,194)

- a third party **

40,229



(50,763)





Claims #

(10,272)



       (61,035)

*
The reversal of the guarantees was resulted from the restructuring of the underlining debts pursuant to the restructuring scheme, which was completed on 27 April 2007.  

**
The guarantee to a third party was previously provided by Olympia Land Berhad, which was acquired by Mycom from Olympia Industries Berhad pursuant to the restructuring scheme.   The guarantee is counter indemnified by Olympia. 

#
The claims have been taken up in the financial statements.

A14)
Capital commitments
The capital commitments not provided for in the financial statements as at 30 June 2007 is as follows:


RM’000




Property, plant and equipments


Contracted but not provided for in the financial statements
       613




Mycom Berhad

Company No.: 7296-V

Explanatory Notes

PART B : Notes Required by Bursa Malaysia Listing Requirements

B1)
Review of performance
Revenue for the current quarter and twelve months period ended 30 June 2007 was higher by 56% and 23% respectively as compared to the preceding year’s corresponding quarter and period mainly due to higher contribution from the plantation division. The profit before tax for the current quarter and twelve months period ended 30 June 2007 has improved significantly resulted from the interest waiver upon completion of the restructuring scheme in the current quarter. 

B2)
Material changes in quarterly results

The profit before taxation for the quarter is materially higher as compared to the preceding quarter.  This is mainly due to completion of the restructuring scheme, which resulted in the interest waivers upon completion of the restructuring scheme.

B3)
Commentary on:

(a) Current year prospects

With the completion of the restructuring scheme on 27 April 2007, the Group expects to register improvement in its financial results for the financial year ending 30 June 2008 due to lower interest expenses and commencement of new projects. 

(b) Progress to achieve the revenue or profit estimate, forecast, projection or internal targets which was previously announced or disclosed in public document
There were no revenue or profit estimate, forecast, projection or internal targets which was previously announced or disclosed in public document.

B4)
Statement of the board of directors’ opinion whether the revenue or profit estimate, forecast, projection or internal targets which was previously announced or disclosed in public document are likely to be achieved

Not applicable.

B5)
Variance from profit forecast and shortfall in profit guarantee

Not applicable.

B6)
Taxation
Tax charges comprise of the followings:


Current 

Quarter 

30-Jun-07

RM’000
Current

Financial year

30-Jun-07

RM’000





Charge for the period/year
1,907
6,347

Transfer from/(to)deferred taxation

 – continuing operations
1,009
969

 - discontinued operation
(17)
(17)


2,899
7,299

The disproportionate taxation charge is due principally to certain expenses being disallowed for taxation purposes. 

B7)
Unquoted investments and/or properties

There was no material sale of unquoted investments and/or properties during the current period. 

B8)
Quoted Securities 

(a) There were no purchases or disposals of quoted securities for the current financial year.

(b) Investment in quoted securities as at 30 June 2007:


As at

30-Jun-07

RM’000




Total Investment at cost
181,308

Total Investment at carrying value/book value 

  (after provision for diminution in value)
    7,681

Total Investment at market value at 30 June 2007
    7,681




B9)
(a)
Status of corporate proposals announced but not completed

There are no corporate proposals that were announced but not completed except for the second tranche of Mycom’s special issue pursuant to the restructuring scheme. The second tranche involves issuance of 54,268,208 new Mycom shares with 54,268,208 free detachable warrants at an issue price of RM1.00 per new share to Bumiputras to be identified and approved by the Ministry of International Trade and Industry. The Securities Commission has approved an extension of twelve (12) months from the completion of the restructuring scheme for the Company to complete the implementation of the remaining portion of the special issue. The restructuring scheme was completed on 27 April 2007.

(b) Status of utilisation of proceeds raised from corporate proposal


The status of utilisation of proceeds as at the date of this report is as follow:


Proceeds from Rights Issue

Purpose
Proposed Utilisation

(RM’000)
Actual Utilisation

(RM’000)
Intended Timeframe for Utilisation
Deviation





Amount (RM’000)
%








Project financing for the KHD Joint Development
17,977
15,546
By 26/4/2009
2,431
13








Part financing of the OIB Acquisition 
8,987
-
By 26/4/2008
8,987
100








DGH Settlement
584
-
By 26/4/2008
584
100








Stamp duty incurred pursuant to the transfer of land titles and shares
10,951
8,038
By 26/4/2008
2,913
27








Restructuring expenses
769
753
By 26/4/2009
16
2















Total
39,268
24,337

14,931
38

B9)
(b)
Status of utilisation of proceeds raised from corporate proposal (cont’d)


Proceeds from Special Issue

Purpose
Proposed Utilisation

(RM’000)
Actual Utilisation

(RM’000)
Intended Timeframe for Utilisation
Deviation





Amount (RM’000)
%








Compensation for low interest/coupon rate
39,716
37,900
By 26/4/2008
1,816
5








Payment of defaulted taxes and penalties
29,290
-
By 26/4/2008
29,290
100








Restructuring expenses
4,865
3,551
By 26/4/2009
1,314
27








Working Capital
1,129
1,030
By 26/4/2008
99
9








Total
75,000
42,481

32,519
43

B10)
Group borrowings

The Group borrowings are as follows:


As at

30-June-07

RM’000

Short-term borrowings:





Secured
26,166

Unsecured
-


26,166




Long-term borrowings:





Secured
141,778

Unsecured 
113,884


255,662




Total borrowings
281,828

The Group long term borrowing stated at carrying value, consists of the followings:

Secured

(i) 
RM66,306,000 RTL;

(ii)  
USD21,847,000 MCBVI Bonds (equivalent to RM75,472,000); 

Unsecured

(i)

RM52,000,000 RULS;  

(ii)
RM30,474,000 liability component of ICULS; 

(iii) RM19,197,000 liability component of ICB; 

(iv) USD3,535,000 liability component of IEB (equivalent to RM12,213,000).

B11)
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk at the date of this report.

B12)
Changes in material litigation (including status of any pending material litigation) since the last annual balance sheet date 

The list of material litigation is attached as Annexure 1.

B13)
Dividend declared

No dividend has been declared/recommended for the current financial year.

B14)
Earnings per share



3 months ended
12 months ended



30-Jun-07
30-Jun-06
30-Jun-07
30-Jun-06




(restated)

(restated)








(a)  
Basic 













Profit/(loss) from continuing operations  attributable






    to ordinary equity   holders of the parent (RM’000)
356,658
(1,248)
318,780
(48,914)


Loss from discontinued operation attributable






    to ordinary equity holders of the parent (RM’000)
(10,595)
(1,694)
(15,573)
(5,528)









Profit/(loss) attributable to ordinary equity holder of






    the parent (RM’000)
346,063
(2,942)
303,207
(54,442)









Weighted average number of ordinary share (‘000)
417,096
48,330
140,269
48,330









Basic earnings/(loss) per ordinary share for:






    Profit/(loss) from continuing operations (sen) 
85.51
(2.58)
227.26
(101.21)


    Loss from discontinued operation (sen)
(2.54)
(3.51)
(11.10)
(11.44)


    Profit for the period/year (sen)
82.97
(6.09)
216.16
(112.65)








(b)
Diluted 













Profit/(loss) from continuing operations  attributable 






    to ordinary equity   holders of the parent assumed 






    conversion (RM’000)
358,584
(1,248)
320,706
(48,914)


Loss from discontinued operation attributable to






    ordinary equity holders of the parent (RM’000)
(10,595)
(1,694)
(15,573)
(5,528)









Profit/(loss) attributable to ordinary equity holders of






   the parent including assumed conversion (RM’000)
347,989
(2,942)
305,133
(54,442)









Weighted average number of ordinary share (‘000)
748,611
N/A
224,471
N/A









Diluted earnings/(loss) per ordinary share for:






   Profit/(loss) from continuing operations (sen)
47.90
N/A
142.87
N/A


   Loss from discontinued operation (sen)
(1.41)
N/A
(6.94)
N/A


    Profit for the period/year (sen)
46.49
N/A
135.93
N/A

On behalf of the Board

MYCOM BERHAD

Yap Siew Khim

Company Secretary

Kuala Lumpur

30 August 2007
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