MM2 ASIA LTD.
(Company Registration No.: 201424372N)
Incorporated in the Republic of Singapore
(the “Company”)

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN ON THE AUDITED
FINANCIAL STATEMENTS FOR THE FINANCIAL YEAR ENDED 31 MARCH 2021
The Board of Directors (the “Board”) of the Company, and together with its subsidiaries, (collectively
the “Group”) wishes to announce that the independent auditor of the Company, Messrs Nexia TS Public
Accounting Corporation (the “Auditor”) has rendered an unmodified audit opinion with a Material
Uncertainty Related to Going Concern matter in their report (the “Independent Auditor’s Report”) on
the audited financial statements of the Group and the Company for the financial year ended 31 March
2021 (“FY2021”).
For further details, please refer to the Independent Auditor’s Report on the FY2021 Audited Financial
Statements and relevant note to the Financial Statements, as annexed to this announcement.
Shareholders of the Company are advised to read the FY2021 Audited Financial Statements in full, as
set out in its annual report 2021 (the “FY2021 AR”). The FY2021 AR will be available on the Company’s
website and SGXNet before 15 July 2021.
The opinion of the Auditor remains unqualified.
Shareholders and investors are reminded to exercise caution when dealing or trading in the securities
of the Company and should consult their stockbrokers, bank managers, solicitors, accountants or other
professional advisers if they are in doubt about the actions that they should take.

BY ORDER OF THE BOARD

Melvin Ang Wee Chye
Executive Chairman
13 July 2021
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GOING CONCERN
The financial statements of the Group and the Company have been prepared on a going concern basis as the
Group and the Company will be able to meet its liabilities as when they fall due. The Group incurred a net loss
of $99,512,000 (2020: net profit of $6,289,000) for the year ended 31 March 2021. As of that date, the Group’s
current liabilities exceeded its current assets by $119,498,000 (2020: $8,431,000). As disclosed in Note 1 to
the financial statements, the spread of the COVID-19 pandemic in the preceding and current financial years
have significantly affected the Group’s operations. These conditions indicate the existence of material
uncertainties that may cast significant doubt on the Group’s ability to continue as a going concern.
The Group and the Company have implemented several measures to weather through this current challenging
environment. These efforts are ongoing as the Group and the Company continue to seek support from the
vendors, landlords, shareholders and business partners to meet the challenges.
(a)

Recovery from COVID-19
The Group is on the road of recovery from COVID-19 as the Group’s segmental businesses, namely
Core business, Cinema operation, Post-production and other segments generated 73% of their total
revenue in the second half of current financial year (i.e. 1 October 2020 to 31 March 2021) as
compared to 27% in the first half of current financial year (i.e. 1 April 2020 to September 2020).

(b)

The Group has completed the following during current and subsequent to the financial year:

(i)

The Group implemented cost containment measures since the beginning of the current
financial year following the adverse impact of COVID-19 on the Group’s businesses such as
temporary group-wide salary reductions, obtained reductions and waiver of rental payments
from lessors and reduced spending for discretionary activities. In addition, the Group also
obtained assistance through government grants from various countries where the Group
operates such as wage subsidies scheme and secured government-guaranteed bridging
loans under enterprise financing scheme in Singapore. Wage subsidies scheme, such as the
Jobs Support Scheme ("JSS") in Singapore, is expected to continuously assist the Group and
bolster its working capital for the next financial year.

(ii)

The Group generated a net cash inflow amounting to $2,155,000 from operating activities for
the financial year ended 31 March 2021.

(iii)

On 11 June 2020 and 10 February 2021, the Company has obtained deferment of loan
repayment from its principal banker through loan repayment moratorium and revision of
certain terms in the facility agreement to allow the Group to preserve working capital during
the COVID-19 pandemic. As a result, principal repayment of $19,000,000 due in current
financial year have been deferred to the financial year ending 31 March 2022.

(iv)

The Group has unutilised banking facilities of approximately $4,801,000 as of 31 March 2021
that is available for use in the next financial years.

(v)

On 21 January 2021, mm Connect Pte. Ltd., a wholly-owned subsidiary of the Company, has
successfully extended the maturity date of the convertible securities amounting to
$47,850,000 from 7 February 2021 to the earlier of the date on which the Initial Public Offering
(“IPO”) of mm Connect Pte. Ltd. is first open for acceptance or 31 December 2021 as
disclosed in Note 29(a) to the financial statements.

(vi)

On 3 February 2021, the Company announced to undertake a renounceable underwritten
rights issues up to 1,162,804,610 new ordinary shares ("Rights Issues") for the purpose of
redemption of Medium-Term Note Programme ("MTN") and for general working capital and
operations of the Group. The gross proceeds to be raised by the Company from the Rights
Issue is approximately $54,650,000.
On 27 April 2021, the Group fully redeemed the MTN, together with its accrued interests,
amounting to $51,750,000 following the success in raising fund from the issuance of Right
Issues as disclosed in Note 44(b) to the financial statements.
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GOING CONCERN (CONTINUED)
(c)

(d)

The following sources of funding are expected to be available to the Group for the next 12 months
from the date of financial statements:
(i)

Following the extension of convertible securities as disclosed in Note 4(b)(v), mm Connect
Pte. Ltd. intends to seek IPO in the financial year ending 31 March 2022 and the IPO process
is currently in progress as of the date of this financial statements. As at 31 March 2021, the
principal amount of all existing convertible securities is $53,387,000. Upon the success of the
IPO, the principal amounts of all existing convertible securities will be $54,840,000 and is
expected to be converted and capitalised as mm Connect Pte. Ltd.'s share capital under
agreed terms.

(ii)

The Group has been engaging continually with various lenders during and after the financial
year for refinancing of its existing loans and to seek new credit facilities to secure its financial
sustainability. The Group is currently negotiating with a financial institution who has offered
the Group with an indicative proposal to refinance up to $123,000,000 of its existing
borrowings and a new credit facility amounting to $25,000,000 for working capital purpose.
Under the proposed terms and conditions of the indicative proposal, the first principal
repayment will only be required in 18 months later from the first draw down date (i.e. fourth
quarter of financial year ending 31 March 2023). Accordingly, the refinance exercise would
allow the Group to preserve sufficient working capital for its recovery of COVID-19. The
negotiations are still in progress as of date of this financial statements.

(iii)

Management will continue to implement comprehensive cost-containment measures,
including but not limited to re-negotiation of the lease terms with lessors. The Group do not
expect to have any significant commitments that will require significant cash outflow in the
next 12 months.

Upon completion of Note 4(b)(vi), Note 4(c)(i) and Note 4(c)(ii) above, the pro forma financial position
of the Group as at 31 March 2021 would be as follow:
$’000
Reported net current liabilities as at 31 March 2021
Pro forma effects
Note 4(b)(vi) Full redemption of MTN and its accrued interests via issuance of
Right Issue

(119,498)

51,750

Note 4(c)(i)

Conversion of convertible securities to mm Connect Pte. Ltd.’s
share capital

53,387

Note 4(c)(ii)

Refinancing of certain existing borrowings resulting in
reclassification of the principal repayments from current to noncurrent liabilities

57,790

Note 4(c)(ii)
New credit facility for working capital
Pro forma net current assets as at 31 March 2021

25,000
68,429

Accordingly, the directors of the Company are of the opinion that the use of the going concern assumption in
the preparation of the consolidated financial statements for the financial year ended 31 March 2021 is
appropriate.
The financial statement did not include any adjustments that may result in the event that the Group unable to
continue as a going concern. In the event that the Group unable to continued as a going concern, adjustments
may have to be made to reflect the situation that assets may need to realised other than in the amounts at
which are currently recorded in the statement of financial position. In addition, the Group may have to provide
for further liabilities that might arise and to reclassify non-current assets as current assets.

