MERGE ENERGY BERHAD 

(Company No. 420099-X)
(Incorporated In Malaysia)

Notes to the Interim Financial Report

A1
Basis of preparation

The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2002.  There was no qualification in the audited financial statements for the year ended 31 January 2002.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 January 2002.

A2
Seasonal or cyclical factors

The business operations of the Group were not affected by any significant seasonal or cyclical factors.

A3
Items affecting assets, liabilities, equity, net income or cash flows

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

A4
Change in estimates

There were no changes in estimates reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current financial year to-date.

A5
Debt and equity securities

There were no issuance and repayment of debt and equity securities, share buy-back, share cancellations, share held as treasury shares and resale of treasury shares for the current financial year to-date.

A6
Dividend paid

No dividend were proposed or declared for the current quarter and financial year todate. 

A7
Segment information

Segment information is presented in respect of the Group’s business segment. All inter-segment transactions have been entered into the normal course of business and have been established under terms and conditions that are not materially different from that obtainable in transactions with unrelated parties.
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A8
Material subsequent events

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

A9
Changes in composition of the Group

There were no changes in the composition of the Group for the current quarter and financial year todate.

A10
Changes in contingent liabilities or contingent assets

Pursuant to an agreement dated 20 August 2001 and the supplementary agreement dated 9 September 2002 between the Group and a creditor, the Group has transferred 1,444,000 ordinary shares of  RM1.00 each (“settlement shares”) of Merge Housing Bhd. (“MHB”) to the creditor in lieu of debt settlement at RM1.80 per ordinary share.  An option has been granted to the creditor to put and require the Group to re-purchase all or any balance of the settlement shares at future pre-agreed dates. 

During the quarter, total of 300,000 ordinary shares has been re-purchase at RM1.80.  As at 31 October 2002, the market value of the ordinary shares of MHB is at RM0.94 per share.  Accordingly, with the balance of 1,144,000 ordinary shares yet to be re-purchase, the Group may be contingently liable for losses arising from the difference between the put price and the market value as at 31 October 2002 as follows: --


RM’000

314,000 ordinary shares at the purchase price of RM1.80
270

 redeemable before 31 December 2002

830,000 ordinary shares at the purchase price of RM1.80 
714

 redeemable before 31 December 2002
----------


984

======


A11
Comparative figures

No comparative figures are provided for condensed consolidated cash flow statement as these are the first set of interim financial report presented in accordance with MASB 26.

Additional information required by the KLSE’s Listing Requirements

B1
Review of performance 

The Group recorded a loss before taxation of RM21.6 million on revenue of RM10.8 million for the current financial year todate as compared to a profit before taxation of RM3.8 million on revenue of RM24.5 million for the preceding financial year todate.  The year todate loss before taxation was due to low activity levels and additional cost incurred for the projects, as compared to income from disposal of quoted investment and gain on disposal of properties of certain subsidiaries for the preceding financial year todate.

B2
Variance of results against preceding quarter  

The Group recorded a loss before tax of RM2.5 million for the current quarter as compared to a profit before tax of RM105,000 for the immediate preceding quarter.  The loss was due to revenue generated from project being insufficient to cover operating expenses. 

B3
Current year prospects

Due to slow economic recovery in the construction sector the Group does not expect its financial result to be substantially improved. 

B4
Profit forecast

Not applicable as no profit forecast was published.

B5
Tax expense   

No provision for taxation is made in the current quarter and financial year todate as there is no chargeable income. 

B6
Unquoted investments and properties

There were no sale of investments and/or properties outside the ordinary course of the Group’s business for the current quarter and financial year todate.

B7
Purchase or disposal of quoted investments

In the current quarter, total of 300,000 ordinary shares of Merge Housing Bhd (“Option Shares”) has been re-purchase from a creditor at RM1.80 per share based on the agreement dated 20 August 2001 and 9 September 2002 for settlement cum put option entered into between the creditor and the Group.

As at 31 October 2002 : --


Quoted
Short term



Shares
investments
Total



RM
RM
RM

At cost
766,320
3,713,800
4,480,120


Provision for diminution in value
(317,000)
(898,500)
(1,215,500)


------------
-------------
-------------

At carrying value / book value
449,320
2,815,300
3,264,620


------------
-------------
-------------

At market value
449,320
2,815,300
3,264,620


------------
-------------
-------------

B8
Status of corporate proposal 

There were no corporate proposals that have been announced by the Company but not completed as at the date of this announcement.

B9
Borrowing and debt securities


31 Oct 2002


RM’000

Short term borrowings


Bank borrowings (secured)
18,634

Term loan (current portion)
129

Hire purchase creditors (current portion)
149


18,912

Long term borrowings


Term loan
2,545

Hire purchase creditors
159


21,616

B10
Off balance sheet financial instruments

There were no off balance sheet financial instruments entered into by the Group as at the date of this report.


B11
Material litigation

The Group is not engaged in any material litigation as at 23 December 2002, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report except for : --

(1) Summon issued to trade debtors amounting to RM7.71 million for long outstanding debts,

(2) Legal proceeding by trade creditors of subsidiary companies amounting to RM2.11 million.

B12
Dividend

No dividends were proposed or declared for the current quarter and financial year todate.

B13
Loss per share

The basic loss per share for the financial year todate has been calculated based on the consolidated loss after taxation of RM21,553,000 and on the number of ordinary shares in issue of 67,000,000.

By Order of the Board

Yoong Wai Ling

MAICSA 7014031

Company Secretary

Kuala Lumpur

30 December 2002
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