MITHRIL BERHAD

(Company No.: 577765-U)

EXPLANATORY NOTES PERSUANT TO FINANCIAL REPORTING STANDARD (“FRS”) 134

A1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in compliance with Financial Reporting Standard 134 (FRS 134), Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”). The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2006. 

The accounting policies and methods of computation adopted by the Group in these interim financial statements are consistent with those adopted in the audited financial statements of the Group for the financial year ended 30 June 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 July 2006:

FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5 

Non-current Assets Held for Sale and Discontinued Operations

FRS 101

Presentation of Financial Statements

FRS 102

Inventories

FRS 108

Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110

Events After Balance Sheet Date

FRS 116

Property, Plant and Equipment

FRS 121

The Effects of Changes in Foreign Exchange Rates

FRS 127

Consolidated Financial Statement and Investment in Subsidiaries

FRS 128

Investment in Associates

FRS 131

Interest in Joint Ventures

FRS 132

Financial Instruments: Disclosure and Presentation

FRS 133

Earnings Per Share

FRS 136

Impairment of Assets

FRS 138

Intangible Assets

FRS 140

Investment Property

The adoption of the above FRSs does not have significant financial impact on the Group except for the following:

a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The adoption of these new FRSs has resulted in the Group ceasing goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in income statement and subsequent reversal is not allowed. Prior to 1 July 2006, goodwill was amortised from the date of initial recognition on a straight-line basis over its estimated useful life of 20 years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 July 2006. The transitional provisions of FRS 3, however, has required the Group to eliminate at 1 July 2006 the carrying amount of the accumulated amortisation against the carrying amount of goodwill. The carrying amount of goodwill as at 1 July 2006 of RM16,815,128 ceased to be amortised. This has the effect of reducing the amortisation charges by RM236,833 for the current quarter and RM947,332 for the financial year ended 30 June 2007 respectively.

b) FRS 117 Leases

The Group has taken the option of early adoption of FRS 117 Leases, for the financial period beginning 1 July 2006.

Upon the adoption of the revised FRS 117, the unamortised cost/revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117.

Prior to 1 July 2006, leasehold land was classified as property, plant and equipment and was stated at cost/valuation less accumulated depreciation and impairment losses. 

c) FRS 140 Investment Property

In accordance with the transitional provisions of FRS 140, the change in accounting policy is applied prospectively and the comparatives as at 30 June 2006 are not restated. Instead, revaluation surplus for the investment properties amounting to RM13,146,000 previously included under revaluation reserve, has accordingly been reclassified to retained earnings at 1 July 2006.

A2.
Preceding Year’s Audit Report

The auditors’ report on the financial statements of the Company for the financial year ended 30 June 2006 was not subject to any qualification and did not include any adverse comment made under subsection (3) of Section 174 of the Companies Act, 1965.

A3.
Seasonal or Cyclical Factors

The Group’s business operations via its subsidiary, Mithril Saferay Sdn. Bhd. which is involved in the manufacturing and selling of architectural mouldings made of polyurethane, has sales trend which is higher during the first half and lower in the second half of the financial year.

A4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence 

Other than as disclosed in Note A1, there were no items affecting the assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size, or incidence for the quarter ended 30 June 2007.

A5.
Changes in Estimates

There were no material changes in estimates of amounts that have a material effect in the current interim period.

A6.
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities by the Company for the current quarter ended 30 June 2007.

A7.
Dividend Payout

No dividends have been paid since the beginning of the current financial year.

A8.
Segmental Reporting 

	
	Cumulative
	Cumulative

	
	Revenue
	Profit/(loss) from operations
	Revenue
	Profit/(loss) from operations

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	30.06.07
	30.06.07
	30.06.06
	30.06.06

	Manufacturing
	40,798
	(11,507)
	57,486
	(8,448)

	Trading
	34
	(108)
	2,694
	2,188

	Investment holding
	6,845
	4,521
	8,060
	3,596

	Others
	-
	570
	-
	(155)

	
	47,678
	(6,524)
	68,240
	(2,819)

	Inter-segment elimination
	(50)
	-
	(3,730)
	-

	
	47,628
	(6,524)
	64,510
	(2,819)


A9.
Valuations of Property, Plant and Equipment

For the quarter ended 30 June 2007, there were no valuations done for the property, plant and equipment for the Group. The valuations of property, plant and equipment have been brought forward without amendment from the previous audited financial statements.

A10.
Material Events Subsequent to the end of the Interim Period

The financial statements for the interim period have not been affected by any material event that has occurred between the end of the interim period and the date of this announcement.

A11.
Changes in Composition of the Group

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

A12.
Contingent Liabilities

There were no contingent liabilities at the Group level for the quarter ended 30 June 2007. 

The contingent liabilities at the Company level for the quarter ended 30 June 2007 are as follows:


As at 4th quarter
As at period


ended 30.06.07
ended 30.06.06


RM’000
RM’000

Corporate guarantee given to a bank for 

facilities granted to a subsidiary company
13,500
13,500

A13.
Significant Related Party Transactions

	
	Current quarter 3 months 

ended 

30-Jun-07
	Cumulative

12 months ended 

30-Jun-07

	
	RM’000
	RM’000

	
	
	

	Rental income received from a corporate shareholder,
	
	

	     Malaysian Assurance Alliance Berhad
	1,700
	6,800

	
	
	

	Insurance claim received from a corporate shareholder,
	
	

	     Malaysian Assurance Alliance Berhad
	-
	5,838

	
	
	

	Leasing installments payable to a corporate shareholder,
	
	

	     MAA Credit Sdn Bhd
	680
	2,720

	
	
	

	Interest charged by a corporate shareholder,
	
	

	     MAA Credit Sdn Bhd
	1,110
	1,110


MITHRIL BERHAD

(Company No.: 577765-U)

EXPLANATORY NOTES AS PER BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS

B1.
Review of Performance of the Company and Principal Subsidiaries

The Group achieved a turnover of RM10.9 million for the quarter ended 30 June 2007 as compared to RM11.0 million in the corresponding financial quarter last year. The Group turnover during the quarter is mainly contributed by the sales of polyurethane products and the rental generated from the investment properties.

The Group’s loss before taxation for the current quarter ended 30 June 2007 was RM7.6 million as compared to a loss before taxation of RM10.5 million for the same period last year. It represents an improvement of RM2.9 million or 28%. Despite rising raw material prices, the polyurethane division has been able to generate reasonable margins through improved production efficiency and marginally higher selling prices. The loss before taxation for the current quarter was mainly due to the following:

i) Provision for slow moving stocks amounting to approximately RM2.7 million for the polyurethane products;

ii) Write off of damaged bricks and raw materials amounting to approximately RM1.1 million; and 

iii) Rising raw material costs, in particular, the chemicals for the production of the polyurethane products.

B2.
Material Change in Profit/(Loss) Before Taxation For Quarter Reported As Compared With The Immediate Preceding Quarter.

The comparison of the Group’s revenue and loss before taxation for the current quarter and preceding quarter is as follows:

	
	     2007
	

	
	Q4
	Q3
	Variance

	
	RM’000
	RM’000
	RM’000
	%

	
	
	
	
	

	Revenue
	10,889
	11,307
	(418)
	(3.70)

	Loss before taxation
	(7,612)
	(4,209)
	(3,403)
	(80.85)


The marginal decrease in revenue is mainly due to the strengthening of Ringgit Malaysia currency against the US Dollar as the sales of polyurethane products are denominated in USD.

The increase in loss before taxation by approximately 81% is mainly due to the following:

i) Provision for slow moving stocks amounting to approximately RM2.7 million for the polyurethane products; and 

ii) Write off of damaged bricks and raw materials amounting to approximately RM1.1 million. 

However, the one-time provision and write off is cushioned by the reversal of over-provision of liability and waiver of debts by creditors amounting to approximately RM2.5 million.

B3.
Prospects of the Group

The Group is currently carrying out the following key steps to arrest the declining performance of the Group:

i) to dispose of non-core assets to fund the working capital of the Group;

ii) to relocate and centralize the production facilities of the polyurethane manufacturing division to further improve the production capacity and efficiency; and

iii) to restructure the existing loans to reduce the gearing and interest expense.

Accordingly, the financial performance of the Group is expected to improve in the coming financial year. 

B4.
Variance on Profit Forecast and Shortfall in Profit Guarantee

This note is not applicable.

B5.
Taxation 

Taxation charge comprises:

	
	Current Quarter
	Financial year-to-date

	
	30.06.07
	30.06.07

	
	RM’000
	RM’000

	Under-provision of taxation
	549
	334

	Deferred taxation
	(385)
	21

	
	164
	355


Deferred taxation is mainly in relation to the debt instruments (ICULS and RCSLS) issued by Mithril Berhad.

B6.
Profit / (Loss) on Sale of Unquoted Investments and/or Properties 

There was no sale of unquoted investments and/or properties for the quarter ended 30 June 2007.

B7.
Quoted Securities 

There was no purchase or sale of quoted securities for the quarter ended 30 June 2007.

B8.
(a)
Status of Corporate Proposals

There were no corporate proposals announced and pending completion for the quarter ended 30 June 2007.

b) 
Status of Utilisation of Proceeds Raised
This note is not applicable.

B9.
Group Borrowings and Debt Securities
Group borrowings and debt securities for the financial quarter ended 30 June 2007 are as follows:

	Borrowings
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short Term Borrowings
	
	
	

	Bank Overdraft
	2,992
	-
	2,992

	Trade Facilities
	6,358
	-
	6,358

	Hire Purchase
	5,896
	109
	6,005

	Term Loan
	9,764
	-
	9,764

	
	21,183
	4,147
	25,119

	Long Term Borrowings
	
	
	

	Hire Purchase
	12,875
	100
	12,975

	Term Loan
	10,800
	-
	10,800

	
	23,675
	100
	23,775

	
	44,858
	4,247
	48,894

	Debt Securities
	
	
	

	ICCPS
	-
	801
	801

	ICULS
	-
	7,704
	7,704

	RCSLS
	47,650
	-
	47,650

	
	47,650
	8,505
	56,155


The RCSLS is secured by the Deed of Assignment and Security Deed of Assignment on 29 subsidiary parcels of commercial/ office space together with 195 units of basement car park bays within an 11-storey office building with 3 basement car parks known as Menara MAA located in Kota Kinabalu.

B10.
Off Balance Sheet Financial Instruments 

There were no financial instruments with off-balance sheet risks as at the date of the issue of this quarterly report.

B11.
Changes in Material Litigation 

There is no impending material litigation on Mithril Group as at the financial quarter ended 30 June 2007.

B12.
Dividend 

The Directors do not recommend any dividend on the ordinary shares of the Company for the financial period ended 30 June 2007.

B13.
Earnings Per Share

a)
Basic Earnings per share

The basic earnings per share was calculated based on the Group’s profit for the period attributable to ordinary shareholders and the weighted average number of ordinary shares.

The basic earnings per share was calculated as follows: -

	
	Individual quarter current year 30.06.07

RM’000
	Individual quarter preceding year 30.06.06

RM’000
	Cumulative period current year 30.06.07

RM’000
	Cumulative period preceding year 30.06.06

RM’000

	
	
	
	
	

	Net loss attributable to shareholders (RM’000)
	(7,776)
	(8,967)
	(15,174)
	(10,429)

	
	
	
	
	

	Weighted average number of ordinary shares (’000)
	109,976
	109,976
	109,976
	109,014

	
	
	
	
	

	Basic loss per share (sen)
	(7.07)
	(8.15)
	(13.80)
	(9.57)


b)
Fully diluted earnings per share

The effects on the basic loss per share for the financial year arising from the assumed conversion of the RCSLS, ICCPS, ICULS, Warrants B and ESOS is anti-dilutive.

By Order of the Board, 

Lily Yin Kam May

Yeo Took Keat

Company Secretaries

KUALA LUMPUR

DATED: 

