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. 

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

The Group has no contingent liabilities or contingent assets since the last annual balance sheet date. 

Additional information required by the KLSE’s Listing Requirements

B1
Review of performance 

For the current quarter, the Group registered a revenue of RM219,000 and loss before taxation of RM4.4 million.  The current quarter loss was mainly due to additional project costs incurred, finance costs and depreciation on back of prevailing low activity level.  In addition to that, the Group had on grounds of prudence, also made provision for doubtful debts and provisions for diminution in value of assets. 

The Group recorded a cumulative loss before taxation of RM25.9 million on revenue of RM10.9 million for the current financial year as compared to a loss before taxation of RM38.6 million on revenue of RM31.8 million for the preceding financial year.  The cumulative revenue of RM10.9 million is lower when compared to revenue of RM31.8 million due to low activity level during the year under review.  It continued to register losses for the current year due to additional costs incurred for projects.  Furthermore, the Group had also made provision for doubtful debts and diminution in value of assets in the fourth quarter.

B2
Variance of results against preceding quarter  

Due to the prevailing low activity level and most of the projects have been substantially completed during the year under review, the Group revenue declined from RM769,000 in the preceding quarter to RM219,000 in the current quarter.

For the current quarter under review, the Group registered a loss of RM4.4 million vis-à-vis a loss of RM2.5 million in the preceding quarter.  The higher loss was mainly due to additional cost incurred for project and provision for doubtful debts and provisions for diminution in value of assets made in the quarter under review.

B3
Prospects

The Board of Directors is of the view that 2003 will be a challenging year for the Group and takes cognizance to increase its order book in view of the completion of most of the projects. 

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 was no sale of unquoted 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

During the current quarter, total of 314,000 ordinary shares of Merge Housing Bhd (“Option Shares”) has been re-purchased 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 such the total shares re-purchased during the financial year is 614,000 shares amounting to RM1,105,200.  These shares were subsequently disposed of for RM859,600 and incurred loss on disposal of RM245,600.

As at 31 January 2003: --


Quoted
Short term



Shares
investments
Total



RM
RM
RM

At cost
226,320
3,713,800
3,940,120


Provision for diminution in value
(66,120)
(1,018,300)
(1,084,420)


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

At carrying value / book value
160,200
2,695,500
2,855,700


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

At market value
160,200
2,695,500
2,855,700


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

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 Jan 2003


RM’000

Short term borrowings


Bank overdrafts (secured)
14,134  

Term loan (secured)
132

Hire purchase creditors 
149


14,415

Long term borrowings


Term loan (secured)
2,487

Hire purchase creditors
123


17,025

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 21 March 2003, 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 RM1.33 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 RM25,921,000 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

28 March 2003
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