MERCURY  INDUSTRIES  BERHAD
(Company No. 105550 - K)

The  Board  of  Directors  is  pleased  to  announce  the  following :

UNAUDITED  INTERIM  REPORT  OF  THE  GROUP  FOR  THE  2ND  QUARTER   ENDED  30 JUNE  2007

CONDENSED CONSOLIDATED INCOME  STATEMENTS

	
	
	
	INDIVIDUAL  PERIOD
	CUMULATIVE PERIOD

	
	
	
	Current Quarter
	Preceding Year Corresponding Quarter
	Current          

Period      To  Date
	Preceding

Year Corresponding Period

	
	
	
	30/6/2007
	30/6/2006

     
	30/6/2007
	30/6/2006



	
	
	
	RM’000
	RM’000
	RM’000
	RM’000

	1.
	
	Revenue
	8,742
	9,011
	16,708
	19,122

	
	
	Cost of sales
	(6,794)
	(7,543)
	(12,899)
	(15,572)

	
	
	Gross Profit
	1,948
	1,468
	3,809
	3,550

	
	
	
	
	
	
	

	
	
	Other  income
	65
	25
	100
	54

	
	
	Operating   expenses
	(1,680)
	(1,423)
	(3,374)
	(3,260)

	
	
	Interest expense
	(3)
	(4)
	(27)
	(13)

	
	
	
	
	
	
	

	        
	
	Profit  before taxation
	330
	66
	508
	331

	
	
	Income  tax  expense
	(165)
	(125)
	(175)
	(290)

	
	(a)
	Profit/(Loss)  for  the period
	165
	(59)
	333
	41

	
	
	Discontinued Operations
	
	
	
	

	
	
	Exceptional items from a discontinued operation
	-
	1,879
	-
	1,879

	
	
	Profit for  the period
	165
	1,820
	333
	1,920

	
	
	Earnings per share based on 1(a) above :-
	
	
	
	

	
	
	(a) Basic  (based  on  36,182,000 ordinary  shares)   (sen)             
	0.46
	5.03
	0.92
	5.31


The Condensed Consolidated Income Statements should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2006.

	CONDENSED CONSOLIDATED  BALANCE  SHEET
	
	
	  
	

	
	
	
	
	Unaudited    As  At                                     
	Audited   As  At 
	

	
	
	
	     30/6/2007
	31/12/2006
	

	
	
	
	RM’000
	RM’000
	

	
	ASSETS
	
	
	(Restated)
	

	
	Non-current  assets
	
	
	
	

	
	Property,  plant  and  equipment
	
	6,041
	6,233
	

	
	Prepaid Land Lease Payments
	
	1,582
	1,561
	

	
	Other  investments
	
	244
	244
	

	
	
	
	7,867
	8,038
	

	
	Current  assets
	
	
	
	

	
	Inventories
	
	13,756
	10,239
	

	
	Trade  receivables
	
	9,193
	11,410
	

	
	Other  receivables
	
	5,205
	8,926
	

	
	Cash  and  bank  balances
	
	2,800
	1,250
	

	
	
	
	30,954
	31,825
	

	
	TOTAL  ASSETS
	
	
	38,821
	39,863
	

	
	
	
	
	
	

	
	EQUITY AND LIABILITIES
	
	
	
	

	
	Equity attributable to equity holders of the parent
	
	
	
	

	
	Share  Capital
	
	36,182
	36,182
	

	
	Share  premium
	
	81,819
	81,819
	

	
	Reserves – (Accumulated loss)
	
	(98,148)
	(98,481)
	

	
	Total  equity
	
	19,853
	19,520
	

	
	
	
	
	
	

	
	Non-current  liabilities
	
	
	
	

	
	Deferred  tax  liabilities
	
	261
	261
	

	
	
	
	261
	261
	

	
	Current  liabilities
	
	
	
	
	

	
	Bank borrowings
	
	-
	1,477
	

	
	Trade  payables
	
	4,989
	4,868
	

	
	Other  payables
	
	13,543
	13,737
	

	
	Current  tax  payable
	
	175
	-
	

	
	
	
	18,707
	20,082
	

	
	
	
	
	
	

	
	TOTAL  EQUITY AND  LIABILITIES
	
	38,821
	39,863
	

	
	
	
	
	
	

	
	Net    assets  per  share  (RM)
	
	0.5487
	0.5395
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Audited Financial Statements for the year ended  31 December 2006.
CONDENSED  CONSOLIDATED  STATEMENT  OF CHANGES  IN  EQUITY
	
	
	< ---Non-distributable-- >

reserves
	
	

	
	Issued

capital
	Share

premium
	Reserve

arising on 

consolidation
	Accumulated

Loss
	Total

equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Balance as  of  1.1.2007 
	36,182
	81,819
	-
	(98,481)
	19,520

	
	
	
	
	
	

	Net  profit  for  the period
	-
	-
	      -
	333
	333

	Balance as of  30.6.2007
	36,182
	81,819
	      -
	(98,148)
	19,853

	
	
	
	
	
	

	
	
	< ---Non-distributable-- >

reserves
	
	

	
	Issued

capital
	Share

Premium
	Reserve

arising on 

consolidation
	Accumulated

Loss
	Total

Equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Balance as  of  1.1.2006   
	36,182
	81,819
	 1,851
	(104,213)
	15,639

	Effect of adopting FRS 3
	
	
	(1,851)
	1,851
	-

	Net  profit  for  the  period
	
	
	
	1,920
	  1,920

	Balance as of  30.6.2006
	36,182
	81,819
	 -
	(100,442)
	17,559

	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Audited Financial Statements for the year ended 31 December 2006.

	CONDENSED  CONSOLIDATED CASH  FLOW  STATEMENT


	6 months ended     30/6/2007
	6 months ended 30/6/2006

	The Group
	
	RM’000
	RM’000

	
	
	
	

	Net Cash From Operating Activities
	3,096
	1,425

	
	
	

	Net Cash From Investing Activities
	(42)
	31

	
	
	

	Net Cash Used In Financing Activity
	(27)
	(13)   

	
	
	

	Net increase in cash and cash equivalents
	3,027
	1,443

	
	
	

	Cash and cash equivalents at beginning of financial period
	(227)
	 (565)

	
	
	

	Cash and cash equivalents at end of financial period
	2,800
	878

	Cash and  cash  equivalents  at  the end  of  the financial  year  comprise  the  following  balance amount:

	
	As at 30.6.2007
	As at 30.6.2006

	
	RM’000
	RM’000

	Cash and  bank  balances
	2,800
	1,999

	Bank overdrafts 
	-
	(1,121)

	
	2,800
	   878


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Audited Financial Statements for the year ended 31 December 2006.

	Part  A – Explanatory Notes  Pursuant  To Financial  Reporting  Standard 134
	
	
	
	

	1.
	Accounting Policies

The  interim  financial  report  are unaudited  and  have  been  prepared  in compliance  with  Financial Reporting Standard (FRS) 134 - Interim Financial Reporting  (formerly known as MASB 26) issued by the Malaysian Accounting Standards Board (“MASB”),  and part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“BMSB”).

The same accounting policies and methods of computation are followed in the quarterly  financial  statements  as  compared  with  the  annual  financial  statements  of  the  Group  for  the  year  ended  31  December  2006, except  for  the  adoption  of  the  following  new and revised Financial Reporting  Standards (“FRS”) issued by MASB that are effective for the group’s first FRS annual reporting date, 1st January 2007:-
	

	
	   FRS 117
	Leases
	
	
	

	
	   FRS 124
	Related Party Disclosures
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	Except for those disclosed in Notes 28 below, the adoption of  the above FRS does not have any significant  financial  impact  on  the  Group.  

Up to 31 December 2006, the Group’s consolidated financial statements were prepared in accordance with MASB standards effected before 1 January 2007. 

Apart from the above, the quarterly financial statements are to be read in conjunction with the Annual Financial Statements for the year ended 31 December 2006.


	

	2.
	Auditors’  Report  on  Preceding Annual Financial Statements

There was no qualification of the Group audited report for the year ended 31 December 2006.


	


	3.
	Segmental  Reporting

	
	Segmental  report  for  the  financial  period  ended   30 June 2007  is  as  follows:

	
	By  Industry


	
	Manufacturing of paints, retailing of  paints &  related products
	 Others
	Eliminations 
	Group

	
	
	
	<-----------------------------------------6  months  ended  ------------------------------------------>

	
	
	
	2007
	2006
	2007
	2006
	2007
	2006
	2007
	2006

	
	
	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	Revenue
	
	
	
	
	
	
	
	
	

	
	External sales
	
	16,708
	19,122
	-
	-
	-
	-
	16,708
	19,122

	
	Inter-segment
	
	4,442
	4,608
	-
	200
	(4,442)
	(4,808)
	-
	-

	
	Total  Revenue
	
	21,150
	23,730
	-
	200
	(4,442)
	(4,808)
	16,708
	19,122

	
	
	
	
	
	
	
	
	
	
	

	
	Results
	
	
	
	
	
	
	
	

	
	Segment  result
	746
	362
	(233)
	1,850
	-
	-
	513
	2,212

	
	Operating profit
	
	
	
	513
	2,212

	
	Interest expense
	
	
	
	(27)
	(13)

	
	Interest  income
	
	
	
	22
	11

	
	Profit  before  tax 
	
	
	
	508
	2,210

	
	Income  tax
	
	
	
	(175)
	(290)

	
	Profit  for  the  period
	
	
	333
	1,920

	
	
	
	
	
	
	

	
	By  Geographical  market
	
	Sales revenue by geographical market

	
	
	
	
	YTD June         2007
	YTD June           2006

	
	
	
	
	RM ’000
	RM ’000

	
	Malaysia
	
	
	12,311
	14,366

	
	Other Countries
	
	
	4,397
	4,756

	
	
	
	
	
	16,708
	19,122


	
	
	

	4.


	Unusual Item Affecting Assets, Liabilities, Equity, Net Income Or Cash Flow

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial quarter under review other than the adjustments arising from the adoption of FRS as mentioned in Notes 1 and 28.
	

	5.


	Change Of Estimates Used

There was no material change in estimates for the financial quarter under review.


	

	6.
	Seasonality Or Cyclicality Of Interim Operations

The Group’s operations are not significantly affected by any seasonal or cyclical factors. 
	

	
	
	


	
	
	

	7.
	Dividends Paid

No dividend has been paid during the current quarter ended   30 June 2007.
	

	
	
	

	8.
	Valuation of property, plant and equipment

The property, plant and equipment of the Group are stated at cost less accumulated depreciation.  The valuation of property, plant and equipment have been brought forward without amendment from the previous audited financial statements.


	

	9.
	Issuance, Cancellation, Repurchases, Resale and Repayments Of Debt and Equity  Securities

There were no issuance, cancellation, repurchases, resale and repayments of debt  and  equity  securities  for  the  current  quarter   ended   30 June 2007.


	

	10.
	Material Events  Not  Reflected In The Financial  Statements

There were no material events  not  reflected in  the  financial  period  under  review  that  have  not  been  reflected  in  the  financial  statements   for  the  said  period.


	11.
	Changes  In  The  Composition  Of  The Group

There were no changes in the compositions of the Group for the current quarter ended 30 June 2007.

T

	12.


	Capital  Commitments

There  were  no  commitments  for  the  purchase  of  property,  plant  and  equipment  not  provided  for  in  the  interim  financial  statements  as  at  30 June  2007.



	13.
	Contingent  Liabilities /Assets

The Company has given unsecured corporate guarantees totalling RM7.39 million to certain  financial institutions  for  credit  facilities  granted  to  certain of its   subsidiary  companies. Accordingly,  the  Company  is  contingently  liable  to  such financial institutions to the  extent  of the amount of  credit  facilities  utilised. There were no contingent assets as to the date of  this report.



	14.
	Material Subsequent  Event

There  were  no  material   events  subsequent  to  the  end  of  the  financial  period  under  review  that  have  not  been  reflected  in  the  financial  statements   for  the  said  period.


	Part  B - Explanatory Notes Pursuant To Appendix 9B Of The Listing  Requirements  Of   Bursa  Malaysia  Securities  

                Berhad

	15.


	Review  Of   Performance
The  Group  recorded  a  revenue  for  the six months  ended  30 June  2007  of  RM16.71  million  against   RM19.12 million  registered  in  the  corresponding  period  in  2006,  representing  a  decrease  of  12.62  %.  The decrease  in  revenue  is due to the fire which broke out at the Group’s paint factory at the Batu Caves Industrial Park on 9 March 2007, which affected certain parts of the production area located on the factory premises. The factory has since resumed production. The  Group  recorded  a  profit before taxation  of  RM0.51 million  for  the  six months  ended  30 June  2007  against  a  profit before  taxation  of  RM0.33  million  for  the  corresponding   period  in  2006. The increase in profit before taxation is due to changes in sales mix of higher profit margin products and cost efficiency undertaken by the Group.
The assessment of the damage caused by the fire is yet to be finalised by the insurance adjustors and the losses have not been recognised in the current period. The management is of the opinion that the stocks, plant and machineries and the operations division are adequately insured to recover the losses incurred directly due to the fire. 



	16.
	Comparison  With  Previous Quarter’s  Results
Revenue  for  the current  quarter  was   at  RM8.74 million  as  compared  to  the  previous  quarter of   RM7.97 million,  representing  an  increase  of 9.73 %.  The  Group  recorded  a  profit before  taxation  of  RM 0.33 million  in  the  current  quarter  as  compared  to  a  profit  before taxation  of  RM0.18 million  for  the  previous  quarter.  The increase in profit before taxation for the current quarter compared to the previous quarter profit is due to the resumption in manufacturing operation and changes in sales mix of higher profit margin products. 

	
	

	17.
	Current  Year  Prospects

The Group’s operations remain largely unaffected although there was a fire at its production plant. Production resumed within two (2) weeks after the fire and the Board expects to achieve a satisfactory performance for the financial year ending 31 December 2007 with an increase in export sales and austerity drive. The  management  is  actively  reviewing   its  business  plan  and  seeking  possible  avenues  to  enhance  its business  and  earnings through development of new markets.

	
	
	
	
	

	18.
	Variance  From   Profit  Forecast
 This  note  is  not  applicable.
	
	
	

	
	
	
	
	

	19.
	Income  Tax  Expense
	Current Quarter
	Period  to  date
	

	
	
	30/6/2007
	30/6/2007
	

	
	
	RM ’000
	RM ’000
	

	
	Provision  for  current  taxation 
	165
	175
	

	
	Provision  for  deferred  taxation
	-
	-
	

	
	
	165
	175
	

	
	
	

	20.
	Sale  Of  Unquoted  Investments  And/Or  Properties
There  were  no  sales  of  unquoted   investments  and/or   properties  for  the financial period under review.
	

	
	

	21.
	Purchase Or  Disposal  Of  Quoted  Securities

	(a)
	There were no disposal  of  quoted  securities  for  the  current  quarter  ended  30 June 2007.
	

	(b)
	As  at  30  June  2007, investments  in  quoted   securities  are  as   follows :
	

	
	
	RM ’000
	
	

	
	i)     Quoted  shares  in  Malaysia  at  cost
	1,482
	
	

	
	ii)    Quoted  shares  in  Malaysia  at  carrying  value
	   244
	
	

	
	iii)   Market  value of  quoted  shares  as  at  30 June 2007
	   244
	
	

	
	
	

	22.
	Status  Of  Corporate  Proposals
a)  Proposed Acquisition of 100% of the issued and paid-up share capital of Brilliant Paints Sdn Bhd (“BPSB”) for a total cash consideration of up to RM15,000,000 (“Proposed Acquisition”)
The Proposed Acquisition has been approved by the relevant regulatory authority and the shareholders of the Company at an extraordinary general meeting (“EGM”) held on 21 August 2007. The Company is satisfied with the results of a due diligence exercise conducted by the corporate lawyer and will proceed to implement the Proposed Acquisition in accordance with the conditional sale and purchase agreement dated 9 April 2007.
b) Proposed Subscription of 4,000,000 new ordinary shares of RM1.00 each in the Company representing approximately 9.95% of the enlarged issued and paid-up share capital of the Company by Tiong Kwing Hee, a Director of the Company (“Proposed Subscription”)
The Proposed Subscription has been approved by the relevant regulatory authorities and the shareholders of the Company at an EGM held on 21 August 2007. The Proposed Subscription is to be implemented within six (6) months from the date of the conditional subscription agreement dated 9 April 2007 or such other date as may be agreed between the Company and Tiong Kwing Hee.

	

	
	
	


	23.


	Group  Borrowings  And  Debt  Securities

The Group’s borrowings as  of   30  June  2007  is  as  follows:

(a)     There  were  no  short  term  borrowings.

	
	(b)     There  were  no  long  term  borrowings.
	

	
	(c)     There  were  no  borrowings  or  debt  securities  denominated  in  foreign  currencies. 
	

	
	
	

	24.
	Off  Balance Sheet Financial  Instruments
There were no material financial instruments with off balance sheet risk during the financial period under review.   
	

	
	  
	

	25.


	Changes  In  Material  Litigation
There  was  no  changes  in  material  litigation  as  of  the  date  of  this  report. 
	

	
	
	

	26.
	Dividend Payable
No  interim ordinary dividend  has been declared for  the financial period ended  30 June 2007 (30 June 2006 :  Nil)
	 

	
	
	

	27.
	Earning  Per  Ordinary  share

The  basic  earnings  per  ordinary  share  for  the  current  quarter  and  current year-to-date is calculated  by  dividing  the  Group’s  net  profit of  RM332,931  by  the  number  of  ordinary  shares  in  issue  of  36,182,000  during  the  period.                
	

	
	
	

	28.
	Changes In Accounting Policies

The principal effects of the changes in accounting policies resulting from the adoption of the new/revised FRS is disclosed below:

(a) 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. The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over lease term. A lease of land and building is apportioned into lease of land and a lease of a 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. Prior to 1 January 2007, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation and impairment losses.

Upon the adoption of the revised FRS 117 at 1 January 2007, the reclassification of leasehold land as prepaid land lease payments has been accounted for retrospectively and certain comparative amounts as at 31 December 2006 have been restated.

(b) The adoption of the other FRSs does not have significant financial impact on the group.

	


	29.
	Additional Information on Minimum Paid-up Capital Requirement
Subsequent to the submission of the proposals comprising the Proposed Acquisition and Proposed Subscription (“Proposals”) to the Securities Commission (“SC”) for approval on 3 May 2007, the Company had obtained all relevant regulatory authorities’ approvals for the implementation of the Proposals.

The SC had vide its letter dated 25 June 2007 approved the Proposed Subscription, which is the primary tool for the Company to comply with the minimum paid-up capital requirement, subject to the following conditions :-
(i) the Company increasing its Bumiputera equity by 3.82% of the new enlarged issued and paid-up share capital (representing 1,714,286 new shares) within 2 years after the date of implementation of the Proposed Subscription;
(ii) Kenanga Investment Bank Bhd (“KIBB”) and the Company to inform SC upon completion of the Proposed Subscription;

(iii) KIBB and the Company should fully comply with the relevant requirements under Guidance Note 8C of the Policies and Guidelines on Issue/Offer of Securities (“Issues Guidelines”) pertaining to the Proposed Subscription; and
(iv) KIBB and the Company should fully comply with the relevant requirements in the Issues Guidelines pertaining to the implementation of the Proposed Subscription.

In the same approval letter, the SC had also approved the Proposed Subscription under the Foreign Investment Committee’s Guidelines on Acquisition of Interest, Mergers and Take-Over by Local and Foreign Interests.
However, BMSB will commence de-listing procedures against the Company if the Company obtains the approval from the relevant authorities but it fails to implement the revised plan i.e. the Proposed Subscription, to comply with Paragraph 8.16A within the timeframe or extended timeframe(s) stipulated by the relevant authorities.


	


