MITHRIL BERHAD (577765-U)


	NOTES TO THE INTERIM FINANCIAL STATEMENTS FOR THE PERIOD ENDED

31 DECEMBER 2011




PART A - 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 should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2011.

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 2011.

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 2011, except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”), Amendments to FRSs and IC Interpretations:-

· Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters (Amendments to FRS 1)

· Additional Exemptions for First-time Adopters (Amendments to FRS 1)

· Improving Disclosures about Financial Instruments (Amendments to FRS 7)

· Amendments to FRS 2 Group Cash-settled Share-based Payment Transactions

· Amendments to FRSs contained in the document entitled “Improvements to FRSs (2010)”

· IC Interpretation 4 – Determining whether an Arrangement contains a Lease

· IC Interpretation 15 – Arrangements for the Construction of Real Estate

· IC Interpretation 18 – Transfers of Assets from Customers

· IC Interpretation 19 – Extinguishing Financial Liabilities with Equity Instruments

· Amendments to IC Interpretation 4: Prepayments of a Minimum Funding Requirement

The new and revised FRSs and Interpretations above are expected to have no significant impact on the financial statements of the Group.

A2.
Preceding Year’s Audit Report

The auditors’ report on the financial statements of the Company for the financial year ended 30 June 2011 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 are not materially affected by any seasonal or cyclical factors.

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 2011.

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 prepayments of debt and equity securities by the Company for the current quarter ended 31 December 2011.

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

	
	31.12.11
	31.12.11
	31.12.10
	31.12.10

	Manufacturing
	8,530
	572
	6,804
	(623)

	Investment
	1,281
	(5,170)
	1,651
	(3,577)

	Others
	-
	24,900
	-
	28

	
	9,811
	20,302
	8,455
	(4,172)

	Inter-segment elimination
	-
	-
	-
	-

	
	9,811
	20,302
	8,455
	(4,172)


A9.
Valuations of Property, Plant and Equipment

For the quarter ended 31 December 2011, a valuation was carried out for Menara MAA Kota Kinabalu to assess the market value of the property for the purposes of submission to Bursa Malaysia Securities Berhad in relation to the proposed disposal of the subject property. As stated in Note B8, the Company had on 14 December 2011entered into the sale and purchase agreements to dispose of the said property for a total cash consideration of RM43.2 million. As a result, the Company  incurred a loss on disposal of RM5.8 million and has recognised in the income statements for the quarter.

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

On 1 November 2011, the Group disposed of its entire equity interests in the three (3) dormant subsidiary companies at a cash consideration of RM5.00. The disposal has no material effect on the earnings, net assets and share capital of the Company. Apart from the above, there were no other changes in the composition of the Group for the quarter ended 31 December 2011.

A12.
Contingent Liabilities

There were no contingent liabilities at the Group level for the quarter ended 31 December 2011. The contingent liabilities at the Company level for the quarter ended 31 December 2011 are as follows:


As at
As at 


31.12.11
31.12.10


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 

31.12.11
	Cumulative

6 months ended 

31.12.11

	
	RM’000
	RM’000

	
	
	

	Rental income from a related party,
	
	

	Malaysian Assurance Alliance Berhad
	(641)
	(1,281)

	
	
	

	Rental expense charged by a related party,
	
	

	Malaysian Assurance Alliance Berhad
	146
	291

	
	
	

	Interest charged by a related party,
	
	

	MAA Credit Sdn Bhd
	117
	476

	
	
	

	Late payment charges imposed by a related party,
	
	

	MAA Credit Sdn Bhd
	18
	71

	
	
	

	Waiver of interest and late payment charges by a related party, MAA Credit Sdn Bhd
	(3,941)
	(3,941)

	
	
	

	Waiver of lease payment and term loan by a related party, MAA Credit Sdn Bhd
	(20,868)
	(20,868)

	
	
	

	Repayment of term loan to a related party,
	
	

	MAA Credit Sdn Bhd
	100
	100

	
	
	


PART B - 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 2011 as compared to RM4.3 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 income generated from the investment property.

The Group’s profit before taxation for the current quarter ended 31 December 2011 was RM19.3 million as compared to a loss before taxation of RM1.2 million for the same period last year. The significant increase in profit before taxation during the quarter is mainly due the settlement of debts which resulted in a one-time gain of RM24.8 million. However, the gain is partially offset by the loss on disposal of investment property amounting to RM5.8 million recognised during the quarter.

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 profit/(loss) before taxation for the current quarter and preceding quarter is as follows:

	
	31.12.11
	30.09.11
	Variance

	
	RM’000
	RM’000
	RM’000
	%

	
	
	
	
	

	Revenue
	5,034
	4,777
	257
	5.4

	Profit/(Loss) before taxation
	19,262
	(1,172)
	20,434
	(1,743.5)


The significant increase in profit before taxation can be analysed as follows:-

	
	
	RM’000

	i.   Loss on disposal of investment of investment property
	
	(5,800)

	ii.  Waiver of lease payment and term loan
	
	20,868

	iii. Waiver of interest and late payment charges
	
	3,941

	iv.  Others
	
	1,422

	
	
	20,434


B3.
Prospects of the Group

Pending the completion of the Proposed Regularisation Plan as stated in Note B8, the Directors do not expect any significant improvement or turnaround in the results of the Group for the coming quarter. 

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

	
	31.12.11
	31.12.11

	
	RM’000
	RM’000

	Deferred taxation
	122
	244

	
	122
	244


Deferred taxation is in relation to the debt instruments (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 2011 other than as stated in Note B8.

B7.
Quoted Securities 

There was no purchase or sale of quoted securities for the quarter ended 31 December 2011 and financial year-to-date.

B8.
(a)
Status of Corporate Proposals

Practice Note 17 (PN 17)

Other than the above, as an Affected Listed Issuer as defined in the Amended PN17, the Company is required pursuant to the paragraph 4.1 of the Amended PN17 to announce details of the Regularisation Plan as referred to in paragraph 8.04(3)(b) of the Listing Requirements. 

On 22 July 2011, the Company entered into a Heads of Agreement (“HOA”) with Wie Hock Beng and Chak May Teng (collectively “the Promoters”) to undertake a series of proposals to regularise the financial condition of MB (“Proposed Restructuring Scheme”) involving Pesona Metro Sdn Bhd (“PMSB”). The Proposed Restructuring Scheme is expected to comprise the following:-

(a) Proposed Acquisition: The proposed acquisition of the entire equity interest in PMSB comprising the ordinary shares of RM1.00 each in PMSB by a newly incorporated company (“NewCo”) from the Promoters of PMSB for an aggregate purchase consideration of RM96,000,000 to be satisfied via the issuance of 384,000,000 new NewCo shares to be issued at par of RM0.25 each to the Promoters and/or their nominee;

(b) Proposed Capital Reduction and Consolidation: The proposed capital reduction by way of cancellation of RM0.20 from each ordinary share of RM0.25 each in MB pursuant to Section 64(1) of the Companies Act, 1965 (“Act”) and thereafter consolidation of 5 ordinary shares of RM0.05 each into 1 ordinary share of RM0.25 each;

(c) Proposed Share Exchange: The proposed share exchange pursuant to a scheme of arrangement under Section 176 of the Act after the Proposed Capital Reduction and Consolidation whereby the entire existing issued and paid-up share capital of MB will be exchanged with 39,820,438 new NewCo shares, on the basis of 1 NewCo share of RM0.25 each for every 1 existing MB Share of RM0.25 each;

(d) Proposed Placement: NewCo will undertake a placement of 40,000,000 NewCo shares at an issue price of RM0.25 per share to high net worth investors to raise gross proceeds of RM10,000,000;

(e) Proposed Offer for Sale: The Promoters will undertake an offer for sale of 38,000,000 existing NewCo shares to high net worth investors at an offer price of RM0.25 per share to raise gross proceeds of RM9,500,000;

(f) Proposed Transfer of Listing Status: The proposed delisting of MB from the official list of the Main Market of Bursa Malaysia Securities Berhad (“Bursa Securities”) and the proposed transfer of the listing status of MB to NewCo and the listing of and quotation for the entire enlarged issued and paid-up share capital of NewCo on the Main Market of Bursa Securities; and

(g) Proposed Disposal: the entire equity interest of MB to be disposed of to a special purpose vehicle at a purchase consideration to be determined at a later date.

On 17 August 2011, the Company submitted an application to Bursa Malaysia Securities Berhad (“Bursa Securities”) for an extension of time up to 15 November 2011 to submit the Regularisation Plan. Bursa Securities had in its letter dated 13 October 2011 granted the Company an extension of time up to 15 November 2011 to submit its Regularisation Plan to the regulatory authorities.

On 10 October 2011, the Company entered into a conditional restructuring agreement with the Promoters and Pesona Metro Holdings Berhad to undertake a series of proposals to regularise the financial condition of the Company, with the intention of restoring the Company onto stronger financial footing.

On 15 November 2011, the Company has submitted its regularization plan to the Securities Commission.

Disposal of Menara MAA Kota Kinabalu

On 14 December 2011, the Company entered into the following sale and purchase agreements for the Proposed Disposal of twenty nine (29) subsidiary parcels of commercial office space within Menara MAA, an eleven (11) storey office building with three (3) levels of basement car park (“properties”), held under Master Title No. Town Lease 017545265, District of Kota Kinabalu, State of Sabah, for an aggregate cash consideration of RM43.2 million:-

(a)  
Ten (10) sale and purchase agreements dated 14 December 2011 entered into between MB and Tanah Permai Holdings Sdn Bhd for a total of twenty seven (27) subsidiary parcels of commercial office space (forming part of the Properties) measuring approximately in aggregate 169,281 square feet and situated within Menara MAA, held under master title Town Lease No. 017545265, District of Kota Kinabalu, State of Sabah for an aggregate cash consideration of RM40,200,000; and

(b)  
Sale and purchase agreement dated 14 December 2011 entered into between MB and Tan Wai Seng for the a parcel/unit (forming part of the Properties) more particularly known as Parcel No 8-15, Eighth Floor measuring approximately 1,890 square feet and situated within Menara MAA, held under master title Town Lease No. 017545265, District of Kota Kinabalu, State of Sabah and bearing postal address of Unit No 8-15, 8th Floor, Menara MAA, No 6, Lorong Api-Api 1, 88000, Kota Kinabalu, Sabah for a cash consideration of RM600,000; and

(c)    Sale and purchase agreement dated 14 December 2011 entered into between MB and Madam Link Sdn Bhd for a subsidiary parcel of commercial office space (forming part of the Properties) more particularly known as Parcel No. Cafeteria Area, Ground Floor measuring approximately 4,593 square feet and situated within Menara MAA, held under master title Town Lease No. 017545265, District of Kota Kinabalu, State of Sabah and bearing postal address of Unit Cafeteria Area, Ground Floor, Menara MAA, No 6, Lorong Api-Api 1, 88000, Kota Kinabalu, Sabah for a cash consideration of RM2,400,000.
On 9 February 2012, the Company has served a notice to the shareholders to convene the Extraordinary General Meeting on 24 February 2012.

Other than above, there were no other corporate proposals announced and pending completion as at 24 February 2012.

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 2011 are as follows:

	Borrowings
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	Short Term Borrowings
	
	
	

	Trade Facilities
	1,841
	-
	1,841

	Hire Purchase and Leasing
	19
	-
	19

	Term Loan
	1,455
	-
	1,455

	
	3,315
	-
	3,315

	
	
	
	

	Debt Securities
	
	
	

	RCSLS
	41,309
	-
	41,309

	
	41,309
	-
	41,309


The RCSLS is secured by the Deed of Assignment and Security Deed of Assignment on 29 subsidiary parcels of commercial/ office space 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 2011.

B12.
Dividend 

The Directors do not recommend any dividend on the ordinary shares of the Company for the financial period ended 31 December 2011.

B13.
Profit/(Loss) Per Share

a)
Basic profit/(loss) per share

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

The basic profit/(loss) per share was calculated as follows: -

	
	Individual quarter current year 31.12.11

RM’000
	Individual quarter preceding year 

31.12.10

RM’000
	Cumulative period current year 31.12.11

RM’000
	Cumulative period preceding year 

31.12.10

RM’000

	
	
	
	
	

	Net profit/(loss) attributable to shareholders (RM’000)
	19,384
	(1,064)
	18,334
	(6,703)

	
	
	
	
	

	Weighted average number of ordinary shares (’000)
	199,102
	199,102
	199,102
	199,102

	
	
	
	
	

	Basic profit/(loss) per share (sen)
	9.74
	(0.53)
	9.21
	(3.37)


b)
Fully diluted earnings per share

The effect on the basic profit/(loss) per share for the financial year arising from the assumed conversion of the RCSLS is anti-dilutive.

By Order of the Board, 

Lily Yin Kam May

Company Secretary

KUALA LUMPUR

DATED: 24 FEBRUARY 2012

