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. 

The interim financial statements have been prepared using the historical cost basis (except where indicated otherwise) and should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2008.

These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 30 June 2008.

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 2008.

A2.
Preceding Year’s Audit Report

The auditors’ report on the financial statements of the Company for the financial year ended 30 June 2008 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 a sales trend that 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 

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 31 December 2008.

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 31 December 2008.

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

	
	31.12.08
	31.12.08
	31.12.07
	31.12.07

	Manufacturing
	9,835
	(5,837)
	17,459
	(3,667)

	Trading
	-
	(48)
	47
	3

	Investment holding
	3,400
	2,070
	3,400
	2,279

	Others
	-
	(76)
	-
	(469)

	
	13,235
	(3,891)
	20,906
	(1,857)

	Inter-segment elimination
	-
	-
	(45)
	-

	
	13,235
	(3,891)
	20,861
	(1,857)


A9.
Valuations of Property, Plant and Equipment

For the quarter ended 31 December 2008, there were no valuations done for the property, plant and equipment for the Group except for the valuation of certain property, plant and equipment which have been identified for the purpose of disposal. The impairment arising from the valuation has been offset directly against the revaluation surplus of RM165,000 created on the same property, plant and equipment and the difference of approximately RM3.8 million is charged directly to the profit and loss statement during the quarter ended 31 December 2008.

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 31 December 2008.

A12.
Contingent Liabilities

There were no contingent liabilities at the Group level for the quarter ended 31 December 2008. 

The contingent liabilities at the Company level for the quarter ended 31 December 2008 are as follows:


As at
As at 


31.12.08
31.12.07


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 

31.12.08
	Cumulative

6 months ended 

31.12.08

	
	RM’000
	RM’000

	
	
	

	Rental income received from a related party,
	
	

	     Malaysian Assurance Alliance Berhad
	(1,700)
	(3,400)

	
	
	

	Rental expense charged by a related party,
	
	

	     Malaysian Assurance Alliance Berhad
	378
	756

	
	
	

	Interest charged by a related party,
	
	

	     MAA Credit Sdn Bhd
	513
	1,597


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 revenue of approximately RM5.0 million for the quarter ended 31 December 2008 as compared to RM10.3 million in the corresponding financial quarter last year. The Group’s revenue during the quarter is mainly contributed by the sales of polyurethane products (“PU”) and the rental generated from the investment properties.  During the period, the revenue has decreased by approximately 51% as compared to the same preceding quarter and by approximately 37% as compared to the cumulative preceding quarters as a result of the significant decline in PU orders from Russia and United States.

The Group’s loss before taxation for the current quarter ended 31 December 2008 was RM5.5 million as compared to a loss before taxation of RM3.2 million for the same period last year. The increase in loss before taxation was mainly due to the impairment in value of property, plant and machinery amounting to approximately RM3.8 million.

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:

	
	31.12.08
	30.09.08
	Variance

	
	RM’000
	RM’000
	RM’000
	%

	
	
	
	
	

	Revenue
	4,980
	8,255
	(3,275)
	(40)

	Loss before taxation
	(5,459)
	(2,526)
	(2,933)
	(116)


The decrease in revenue during the quarter is mainly due to the significant decline in PU orders from Russia and United States as result of the global financial crisis.

As a result of the decrease in revenue and the impairment loss on property, plant and machinery, the Group incurred higher loss before taxation of RM2.9 million as compared to last quarter ended 30 September 2008. 

B3.
Prospects of the Group

As highlighted in the last report, the global financial crisis has affected PU orders significantly. In the coming quarter, the Management does not expect the PU orders from the existing customers will improve. Accordingly, the performance of the Group is not expected to improve significantly. However, the Management will continue to take all possible steps to mitigate the onerous economic conditions.  

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

	
	31.12.08
	31.12.08

	
	RM’000
	RM’000

	Deferred taxation
	143
	285


Deferred taxation is 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 31 December 2008.

B7.
Quoted Securities 

There was no purchase or sale of quoted securities for the quarter ended 31 December 2008 and financial year-to-date.

B8.
(a)
Status of Corporate Proposals

On 15 December 2008, Mithril Berhad issued a circular to the holders of the 2004/2012 RCSLS in relation to the proposed variations to the Trust Deed and Deeds of Assignment governing the 2004/2012 RCSLS (“Proposed Variations”). Subsequently, on 8 January 2009, a meeting was held and the Proposed Variations was approved by the holders of the 2004/2012 RCSLS. The Proposed Variations is currently pending approval by the Securities Commission.

Other than the above, there were no corporate proposals announced and pending completion for the quarter ended 31 December 2008.

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 31 December 2008 are as follows:

	Borrowings
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short Term Borrowings
	
	
	

	Bank Overdraft
	1,920
	-
	1,920

	Trade Facilities
	7,537
	-
	7,537

	Hire Purchase and leasing
	10,376
	-
	10,376

	Term Loans
	16,617
	-
	16,617

	
	36,450
	-
	36,450

	
	
	
	

	Long Term Borrowings
	
	
	

	Hire Purchase and leasing
	10,541
	-
	10,541

	Term Loan
	9,000
	-
	9,000

	
	19,541
	-
	19,541

	
	55,991
	-
	55,991

	
	
	
	

	Debt Securities
	
	
	

	ICCPS
	-
	131
	131

	ICULS
	-
	1,250
	1,250

	RCSLS
	50,786
	-
	50,786

	
	50,786
	1,381
	52,167


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 31 December 2008.

B12.
Dividend 

The Directors do not recommend any dividend on the ordinary shares of the Company for the financial period ended 31 December 2008.

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 31.12.08

RM’000
	Individual quarter preceding year 

31.12.07

RM’000
	Cumulative period current year 31.12.08

RM’000
	Cumulative period preceding year 

31.12.07

RM’000

	
	
	
	
	

	Net loss attributable to shareholders (RM’000)
	(5,602)
	(3,302)
	(8,270)
	(6,281)

	
	
	
	
	

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

	
	
	
	
	

	Basic loss per share (sen)
	(5.09)
	(3.00)
	(7.52)
	(5.71)


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: 26 FEBRUARY 2009

