MERGE ENERGY BHD. 

(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 applicable approved Financial Reporting Standards (“FRS”) No. 134 “Interim Financial Reporting” and Chapter 9 Part K paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Securities Exchange”).
The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2010.  There was no qualification in the audited financial statements for the year ended 31 January 2010.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 31 January 2010.  The adoption of the following new FRSs, Amendment to FRSs, Revised FRSs and IC Interpretations effective for the financial period beginning on 1 February 2010 and 1 July 2010 do not have significant financial impact on the Group:-
	
	
	      Effective date

	Amendments to FRS 2
	Share-based Payment
	    1 January 2010

	New FRS 4
	Insurance Contracts
	    1 January 2010

	Amendments to FRS 5
	Non-Current Assets Held for Sale and Discontinued Operations  
	    1 January 2010

	New and Amendment to FRS 7  
	Financial Instruments : Disclosures
	    1 January 2010

	New and Amendments to FRS 8
	Operating Segments
	    1 January 2010

	Amendments to FRS 101
	Presentation of Financial Statements                 
	    1 January 2010

	Amendments to FRS 107
	Cash Flow Statements
	    1 January 2010

	Amendments to FRS 108


	Accounting Policies, Changes in  Accounting Estimates And Errors                     
	    1 January 2010

	Amendments to FRS 110
	Events After Balance Sheet Date                        
	    1 January 2010

	Amendments to FRS 116
	Property, Plant and Equipment
	    1 January 2010

	Amendments to FRS 117
	Leases  
	    1 January 2010

	Amendments to FRS 118
	Revenue
	    1 January 2010

	Amendments to FRS 119
	Employee Benefits
	    1 January 2010

	Amendments to FRS 120
	Accounting for Government Grants and Disclosure of Government Assistance
	    1 January 2010

	Amendments to FRS 123
	Borrowing costs
	    1 January 2010

	Amendments to FRS 127
	Consolidated and Separate Financial Statements : Cost of an Investment in a Subsidiary, Joint  Controlled Entity or Associate
	    1 January 2010

	Amendments to FRS 128
	Investment in Associates  
	    1 January 2010

	Amendments to FRS 129
	Financial Reporting in Hyperinflationary Economics           
	    1 January 2010

	Amendments to FRS 131
	Interests in Joint Venture
	    1 January 2010


	Amendments to FRS 132
	Financial Instruments :  Presentation  
	1 January 2010

	Amendments to FRS 134
	Interim Financial Reporting
	1 January 2010

	Amendments to FRS 136
	Impairment of Assets
	1 January 2010

	Amendments to FRS 138
	Intangible Assets
	1 January 2010

	New and Amendments to FRS 139
	Financial Instruments : Recognition and Measurement
	1 January 2010

	Amendments to FRS 140
	Investment Property
	1 January 2010

	Amendments to FRS 1
	First Time Adoption of Financial Reporting Standard
	1 July 2010

	Amendments to FRS 2
	Share-based Payment
	 1 July 2010

	Amendments to FRS 3
	Business Combinations
	 1 July 2010

	Amendments to FRS 5

                        
	Non-Current Assets for Sale and Discontinued Operations Held            
	 1 July 2010

	Amendments to FRS 127
                       

                          
	Consolidated and Separate Statements : Cost of an Investment in a Subsidiary, Joint  Controlled Entity or Associate Financial                       
	1 July 2010

	Amendments to FRS 138
	Intangible Assets


	1 July 2010

	
	
	

	IC Int 
	
	

	Amendments IC Int 9
	Reassessment of Embedded  Derivatives
	1 January 2010

	IC Int 10
	Interim Financial Reporting and Impairment
	1 January 2010

	IC Int 11
	FRS 2 – Group and Treasury Share Transactions                  
	1 January 2010

	IC Int 13
	Customer Loyalty Programmes 
	1 January 2010

	IC Int 14
	FRS 119 – The limit on a  Defined Benefit    Asset,  Minimum Funding Requirements and their Interaction    
	1 January 2010


	IC Int 12
	Service Concession Arrangements
	1 July 2010

	IC Int 15
	Agreements for the Construction of Real Estate
	1 July 2010

	IC Int 16
	Hedges of a Net Investment in a Foreign Operation               
	1 July 2010

	IC Int 17
	Distributions of Non-Cash Assets of Owners          
	1 July 2010


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 significant changes in estimates of amounts reported in prior interim periods of the current or prior financial years that have a material effect in the current quarter. 

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 dividends were paid for the current quarter under review. 

A7
Segment Revenue and Segment Result by Business Segments

Segment information is presented in respect of the Group’s business segment.  All inter-segment transactions have been entered into in 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.  The effects of the inter-segment transactions are eliminated on consolidation.

	Business Segments
	Investment

Holding
	Construction
	Property

Investment
	Trading
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	

	3 months ended

31 October  2010
Revenue
	
	      
	
	
	
	

	Segment revenue
	-
	8,409
	9
	968
	-
	9,386

	
	      ====
	=====
	===
	=====
	===
	=====

	Profit/(Loss) before tax and zakat 
	
	
	
	
	
	

	Segment results
	(186) 
	(174)
	(10)
	529
	(7)
	152

	Share of results in

Joint Venture
	-
	(4)
	-
	-
	-
	(4)

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

	
	(186)
	(178)
	(10)
	529
	(7)
	148

	
	====
	====
	===
	====
	===
	====

	
	
	
	
	
	
	

	3 months ended

31 October  2009
Revenue
	
	
	
	
	
	

	Segment revenue
	- 
	10,450
	6
	-
	 - 
	10,456

	
	====
	=====
	===
	====
	===
	=====

	Profit/(Loss)  before tax and zakat
	
	
	
	
	
	

	Segment results
	(1,023) 
	2,468
	(8)
	-
	(7)
	1,430

	Share of results in

Joint Venture
	-
	-
	-
	-
	-
	-

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

	
	(1,023)
	2,468
	(8)
	-
	(7)
	1,430

	
	====
	====
	===
	===
	==
	====


	Business Segments
	Investment

Holding
	Construction
	Property

Investment
	Trading
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	

	9 months ended

31 October  2010
Revenue
	
	      
	
	
	
	

	Segment revenue
	-
	19,193
	21
	2,543
	-
	21,757

	
	====
	=====
	===
	=====
	===
	=====

	Profit/(Loss) before tax and zakat 
	
	
	
	
	
	

	Segment results
	(436) 
	164
	(44)
	1,135
	(11)
	808

	Share of results in

Joint Venture
	-
	(5)
	-
	-
	-
	(5)

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

	
	(436)
	159
	(44)
	1,135
	(11)
	803

	
	====
	====
	===
	====
	===
	====

	
	
	
	
	
	
	

	9 months ended

31 October 2009
Revenue
	
	
	
	
	
	

	Segment revenue
	- 
	32,812
	17
	-
	 - 
	32,829

	
	====
	=====
	===
	====
	===
	=====

	Profit/(Loss)  before tax and zakat
	
	
	
	
	
	

	Segment results
	(1,457) 
	4,691
	(31)
	-
	(12)
	3,191

	Share of results in

Joint Venture
	-
	(68)
	-
	-
	-
	(68)

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

	
	(1,457)
	4,623
	(31)
	
	(12)
	3,123

	
	====
	====
	===
	===
	==
	====


A8
Valuation of property, plant and equipment

The valuation of property, plant and equipment has been brought forward without amendment from the previous annual financial statements for the year ended 31 January 2010.
A9
Material subsequent events

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

A10
Changes in composition of the Group

There were no changes in the composition of the Group for the current quarter under review.
A11
Contingent liabilities or contingent assets

As at the date of this report, there are no contingent liabilities and contingent assets. 

Additional information required by Bursa Malaysia Listing Requirements

B1
Review of performance 

For the current quarter under review, the Group recorded revenue of RM9.39 million and the profit before tax of RM148,000 as compared to a revenue of RM10.46 million and profit before tax of RM1.43 million for the preceding financial year corresponding quarter. 
B2
Comparison of the quarterly results to the results of the preceding quarter  

For the nine months ended 31 October 2010, the Group recorded revenue of RM21.76 million and profit before taxation of RM803,000 as compared to revenue of RM32.83 million and profit before taxation of RM3.12 million for the preceding year corresponding nine months ended 31 October 2010. 
B3
Prospects

The global and national economy remains volatile and challenging. The Group will endeavor to execute and deliver the contracts in hand while striving to replenish the order book by continuing to actively participate in tenders, negotiation and proposals in traditional as well as new ventures and fields.     
The performance of the Group for forthcoming financial period is expected to be challenging. 
B4
Profit forecast

Not applicable as no profit forecast was published.

B5
Taxation             
	
	Current  Quarter

31 October 2010
	Current  Year To-Date

31 October 2010

	
	         RM’000
	              RM’000

	Income Tax
	
	

	- Current Year
	26
	      48

	- Prior Year
	(55)
	    (55)

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

	
	              (29)
	                  ( 7)

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


Provision for tax was made in the current quarter on business and non business income derived mainly from operating income, rental, interest on repo and fixed deposit.  
B6
Unquoted investments and properties

There was no sale of unquoted investments or properties for the current quarter and financial year to date.
B7
Purchase or disposal of quoted investments

There was no purchase or disposal of quoted investments for the current quarter. 

B8
Borrowing and debt securities

The Group borrowings as at 31 October 2010 are as follows : -
	
	31 October 2010
	31 October 2009

	
	RM’000
	RM’000

	
	
	

	Current liabilities                                                                 
	
	

	- Hire purchase creditor
	164
	-

	
	
	

	Long term liabilities
	
	

	- Hire purchase creditor

	525
	-

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

	Total
	              689                         
	-

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


B9
Material litigation

There was no material litigation for the financial year as at 31 October 2010.

B10
Dividend

No dividends were proposed or declared for the current quarter and financial year todate. (2009: Nil).

B11
Earnings per share

The basic earnings per share for the financial year has been calculated based on the consolidated profit after taxation of RM810,000 and on the number of ordinary shares in issue of 67,000,000.

By Order of the Board

Wong Soon Kiong
LS 0009395
Company Secretary

Shah Alam
13 December 2010
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