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 2011.  There was no qualification in the audited financial statements for the year ended 31 January 2011.

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 2011.  The adoption of the new FRSs, amendments/improvements to FRSs, IC Int and amendments to IC Int did not have any effect on the financial performance or position of the Group and the Company.
	New FRSs

	
	FRS 4

	Insurance Contracts


	FRS 7

	Financial Instruments : Disclosures


	FRS 101

	Presentation of Financial Statements


	FRS 123

	Borrowing Costs


	FRS 139

	Financial Instruments : Recognition and Measurement



	 Amendments / Improvements to FRSs

FRS 1 

First-time Adoption of Financial Reporting Standard

FRS 2

Share – based payment

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 7

Financial Instruments : Disclosures

FRS 8

Operating Segments

FRS 107

Statement of Cash Flows

FRS 108

Accounting Policies, Changes in Accounting Estimates and Errors

FRS 110

Events After the Reporting Period

FRS 116

Property, Plant and Equipment

FRS 117

Leases

FRS 118

Revenue

FRS 119

Employee Benefits

FRS 120

Accounting for Government Grants and Disclosure of Government Assistance

FRS 123

Borrowing Costs

FRS 127

Consolidated and Separate Financial Statements : Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate 

FRS 128

Investments in Associates

FRS 129
Financial Reporting in Hyperinflationary Economies
FRS 131

Interests in Joint Ventures

FRS 132

Financial Instruments : Presentation

FRS 134

Interim Financial Reporting

FRS 138

Intangible Assets

FRS 140

Investment Property

Amendments / Improvements to FRSs

  IC Int
IC Int 9

Reassessment of Embedded Derivatives

IC Int 10

Interim Financial Reporting and Impairment

IC Int 11

FRS 2 – Group and Treasury Share Transactions

IC Int 13

Customer Loyalty Programmes

IC Int 14

FRS 119 – The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

 Amendments to IC Int

IC Int 9
Reassessment of Embedded Derivatives

	
	


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 during the current financial quarter and financial year todate except for the write back of provision of doubtful debts of RM2.44 million and gain on valuation of investment properties of RM0.9 million.
A4
Change in estimates

There were no significant changes in the estimates of amounts reported in the interim periods of prior financial years that have a material effect in the current financial quarter and financial year-to-date results except for the write back of provision of doubtful debts of RM2.44 million and gain on valuation of investment properties of RM0.9 million. 

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 Jan 2012
Revenue
	
	      
	
	
	
	

	Segment revenue
	-
	14,385
	12
	921
	-
	15,318

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

	
	
	
	
	
	
	

	Segment Profit /(Loss) 
	(121) 
	3,120
	(387)
	(103)
	(2)
	2,507

	
	
	
	
	
	
	

	Share of results in

Joint Venture
	-


	-
	-
	-


	-


	-

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

	Profit / (Loss) before

tax and zakat 
	(121)
	3,120
	(387)
	(103)
	(2)
	2,507

	
	
	
	
	
	
	

	Taxation
	-
	-
	(14)
	(111)
	-
	(125)

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

	Profit/(Loss) after tax and zakat
	(121)
	3,120
	(401)
	(214)
	(2)
	2,382

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

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	3 months ended

31 Jan 2011
Revenue
	
	
	
	
	
	

	Segment revenue
	-
	19,214
	9
	1,097
	-
	20,320

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

	
	
	
	
	
	
	

	Segment Profit /(Loss)
	(123) 
	332
	(7)
	200
	(2)
	400

	
	
	
	
	
	
	

	Share of results in

Joint Venture
	-


	-
	
	-


	-


	-

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

	Profit / (Loss) before

tax and zakat 
	(123)
	332
	(7)
	200
	(2)
	400

	
	
	
	
	
	
	

	Taxation
	-
	-
	(3)
	(167)
	-
	(170)

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

	Profit/(Loss) after tax and zakat
	(123)
	332
	(10)
	33
	(2)
	230

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

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Business Segments
	Investment

Holding
	Construction
	Property

Investment
	Trading
	Others
	Group

	
	
	
	
	
	
	

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

	12 months ended

31 Jan 2012

Revenue
	
	
	
	
	
	

	Segment Revenue
	        -
	105,091
	         49
	4,403
	      -
	109,543

	Segment Profit / (Loss)           

 
	=====

(556)
	=====

3,621
	=====

(511)
	=====

987
	=====

(13)


	======

3,528

	Share of results in

Joint Venture
	-


	(15)
	-
	-


	-


	(15)

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

	Profit / (Loss) before

tax and zakat 
	(556)
	3,606
	(511)
	987
	(13)
	3,513

	
	
	
	
	
	
	

	Taxation
	-
	40
	(32)
	(245)
	-
	(237)

	Zakat
	
	(208)
	-
	(16)
	-
	(224)

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

	Profit/(Loss) after tax and zakat
	(556)
	3,438
	(543)
	726
	(13)
	3,052

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

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	12 months ended

31 Jan 2011

Revenue
	
	      
	
	
	
	

	Segment revenue
	-
	38,407
	31
	3,639
	-
	42,077

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

	
	
	
	
	
	
	

	Segment Profit /(Loss)
	(558) 
	496
	(51)
	1,335
	(13)
	1,209

	
	
	
	
	
	
	

	Share of results in

Joint Venture
	-


	(6)
	-
	-


	-


	(6)

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

	Profit / (Loss) before

tax and zakat 
	(558)
	490
	(51)
	1,335
	(13)
	1,203

	
	
	
	
	
	
	

	Taxation
	-
	38
	(12)
	(189)
	-
	(163)

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

	Profit/(Loss) after tax and zakat
	(558)
	528
	(63)
	1,146


	(13)
	1,040

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

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	


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 2011. 
A9
Valuation of investment properties

The carrying value of land and buildings is based on valuation carried out in the current financial year-to-date by an independent qualified valuer using the comparison and cost or contractor’s method to reflect the market value. No valuations have been undertaken in the prior years.

A10
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. 

A11
Changes in composition of the Group

There were no changes in the composition of the Group for the current quarter under review.
A12
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 twelve months ended 31 January 2012, the Group recorded revenue of RM109.54 million and profit before taxation of RM3.51 million compared to revenue of RM42.08 million and profit before taxation of RM1.20 million for the preceding year twelve months ended 31 January 2011.  The increase was mainly due to higher progress billing from projects, write back of provision of doubtful debts of RM 2.44 million and gain on valuation of investment properties of RM0.9 million for the current year ended 31 January 2012 as compared for the same period in the preceding year.
B2
Comparison of the quarterly results to the results of the preceding quarter  

For the current quarter under review, the Group recorded revenue of RM15.32 million and  profit before tax of RM2.51 million as compared to a revenue of RM59.61 million and profit before tax of RM323,000 for the preceding quarter ended 31 October 2011. The increase in profit before tax was mainly due to write back of doubtful debts of RM2.44 million and gain on valuation of investment properties of RM0.9 million for the current quarter as compared to preceding quarter.
B3
Prospects

The Group will continue with the existing core business and actively secure new contract in various states within Malaysia. Barring unforeseen circumstances, the Directors are of the opinion that based on the remaining balance of order book 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 Jan 2012
	Current  Year To-Date

31 Jan 2012

	
	         RM’000
	              RM’000

	Income Tax
	
	

	- Current Year
	 125
	       232

	- Under /(Over) provision in prior years
	
	          5


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

	
	           125
	                 237

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


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 
The Group borrowings as at 31 Jan 2012 are as follows : -
	
	30    31 Jan 2012
	31 Jan 2011

	
	RM’000
	RM’000

	
	
	

	Short term borrowing                                                                 
	
	

	- Hire purchase creditor
	266
	164

	- Trust Receipt

	        2,168
	

	Long term borrowing
	
	

	- Hire purchase creditor

	 714
	481

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

	Total
	        3,148                      
	645

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


B9
Material litigation

There is no material litigation for the financial year as at 31 January 2012.

B10
Dividend

No dividends were proposed or declared for the current quarter and financial year todate. (2011: 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 RM3.05 million and on the number of ordinary shares in issue of 67,000,000.

B12
Realised and Unrealised Profit / Loss Disclosures

	
	As at

31.01.2012
RM
	As at
31.01.2011

RM

	Total retained profits / (accumulated losses) 

of Merge Energy Bhd and its subsidiaries :
	
	

	- Realised

	 (64,098,830)
	 (68,460,463)

	- Unrealised

	    2,107,904
	    1,198,617

	
	____________ 
(61,990,926)
	____________ 
  (67,261,846)

	
	
	

	· 
	
	

	Total share of retained profits / (accumulated losses) 

from  jointly controlled entities :
	
	          

	- Realised
	     (124,317)
	    (109,308)

	- Unrealised
	         -

___________       
	         -___________       

	
	
	

	
	(62,115,243)
	 (67,371,154)

	Add : Consolidation adjustments
	  35,952,295
___________
	  38,156,547
____________

	Total group retained profits / (accumulated losses)

as per consolidated accounts                            

	(26,162,948)
========
	(29,214,608)
=========


By Order of the Board

Wong Soon Kiong
LS 0009395
Company Secretary

Shah Alam
8 May 2012
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