MELATI EHSAN HOLDINGS BERHAD (673293-X)

(Incorporated in Malaysia) 


A.  
EXPLANATORY NOTES PURSUANT TO THE FINANCIAL REPORTING 
STANDARD 134 (FRS 134): INTERIM FINANCIAL REPORTING


A1.
Basis of preparation

The unaudited interim financial report has been prepared in compliance with Financial Reporting Standard (FRS) 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 August 2010.
The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the annual audited financial statements for the financial year ended 31 August 2010 except for the adoption of new FRSs, amendments to FRSs and IC interpretations (IC) which are relevant to its operations and effective for the financial period beginning on or after 1 September 2010. The adoption of these FRSs do not have significant impact on the results and the financial position of the Group except for the adoption of the following FRSs:
(a) FRS 101 – Presentation of Financial Statements

The revised standard prohibits the presentation of items of income and expenses (that is “non-owner changes in equity”) in the statement of changes in equity, requiring “non-owner changes equity” to be presented separately from owner changes in equity. All non-owner changes in equity are required to be shown in the statements of comprehensive income which can be shown as a single statement or two statements (comprising the income statement and statement of comprehensive income). The Group has elected to present the statement of comprehensive income in a single statement. Comparatives have been restated to conform with current period presentation.
(b) FRS 139 – Financial Instruments: Recognition and Measurement

In accordance with the transitional provisions of FRS 139, the Group has applied in relation to the financial instruments below by recognizing and re-measuring the financial assets and financial liabilities as at 1 September 2010 as appropriate. The changes are applied prospectively and accounted for by restating the opening balances in the condensed consolidated statement of financial positions and consolidated statement of changes in equity. The comparatives as at 31 August 2010 are not restated.

(i) Financial Assets

Financial Assets are classified as financial assets at fair value through profit or loss, loan and receivables, held-to-maturity investment, available-for-sale financial assets or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

The Group’s financial assets include financial assets at fair value through profit or loss, loans and receivables, cash and short-term deposits.


Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss comprise financial assets that are held for trading (i.e. financial assets acquired principally for the purpose of resale in the near term), derivatives (both, freestanding and embedded) and financial assets that were specifically designated into this classification upon initial recognition.

Subsequent to initial recognition, financial assets classified as at fair value through profit or loss are measured at fair value.  Any gains or losses arising from changes in the fair value of financial assets classified as at fair value through profit or loss are recognised in profit or loss. Net gains or losses on financial assets classified as at fair value through profit or loss exclude foreign exchange gains and losses, interest and dividend income. Such income is recognised separately in profit or loss as components of other income or other operating losses.

However, derivatives that is linked to and must be settled by delivery of unquoted equity instruments that do not have a quoted market price in an active market are recognised at cost.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market, receivables and cash and cash equivalents. Prior to 1 September 2010, receivables were initially recognised at their costs and subsequently stated at cost less impairment losses. Under FRS 139, loans and receivables are initially measured at fair value plus transaction costs and subsequently carried at amortised cost using the effective interest method (EIR). Gains and losses are recognised in the consolidated statement of comprehensive income when the loans and receivables are derecognised, impaired or through the amortisation process.

(ii) Financial Liabilities
Financial Liabilities are classified as financial liabilities at fair value through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

The Group’s financial liabilities include trade and other payables and bank borrowings.

Trade and Other Payables

Prior to 1 September 2010, trade and other payables were stated at cost which is the fair value of the consideration to be paid in the future. Under FRS 139, trade and other payables are carried at fair value and amortised cost using the EIR method. Gains and losses are recognised in the consolidated statement of comprehensive income. 

Borrowings

Prior to 1 September 2010, borrowings were stated at the proceeds received less directly attributable costs. Upon adoption of FRS 139, borrowings are initially measured at fair value and subsequently at amortised cost using the EIR method. Gains and losses arising from the derecognition of the borrowings, EIR amortisation and impairment losses are recognised in the consolidated statement of comprehensive income.

(iii) Impact on the Opening Balance

In accordance with the transitional provisions of FRS 139, the above changes are applied prospectively and the comparatives as at 31 August 2010 are not restated. Instead, the changes have been accounted for by restating the following opening balances in the statements of financial position as at 1 September 2010.

	
	Previously Stated
	Effect of adopting FRS 139
	As

Restated

	
	RM
	RM
	RM

	Non-current assets
	
	
	

	Other investment
	5,150,000
	(5,150,000)
	-

	Trade and other receivables
	44,123,396
	(2,646,242)
	41,477,154

	
	
	
	

	Current assets
	
	
	

	Financial asset at fair value through
   profit or loss
	-
	5,380,000
	5,380,000

	
	
	
	

	Equity
	
	
	

	Retained earnings
	94,290,703
	559,574
	94,850,277

	
	
	
	

	Non-current liabilities
	
	
	

	Trade and other payables
	35,000,000
	(3,085,673)
	31,914,327

	Deferred tax liabilities
	1,450,348
	109,857
	1,560,205


(c) FRS 4 – Insurance Contracts
The Group considers financial guarantee contracts entered into to be insurance arrangements and accounts for them under FRS 4. In this respect, the Group treats the financial guarantee contracts as contingent liability until such a time as it becomes probable that the Group will be required to make payment under the guarantee.

A2.

Audit report of preceding annual financial statements

There were no audit qualification on the financial statements of the Company and its subsidiaries for the financial year ended 31 August 2010.
A3.
Seasonal or cyclical factors

The Group’s business operations were not materially affected by any major seasonal or cyclical factors.

A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group for the current quarter under review.

A5.

Material changes in estimates
There was no material changes in estimates used for preparation of the interim financial report.

A6.

Issuance or repayment of debts and equity securities
There were no issuance, cancellation, repurchases, resale and repayment of debt and equity securities for the current quarter under review.
As at 31 August 2011, 140,600 ordinary shares have been purchased for RM109,230 including the transaction costs.
A7.

Dividend paid

There were no dividends paid during the quarter under review.
A8

Segmental reporting
	31 August 2011
	Construction
	Trading
	Property Development
	Others
	Eliminations
	Consolidated

	REVENUE
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	External
	77,126
	1,098
	8,326
	-
	-
	86,550

	Inter-segment
	38
	294
	-
	22,000
	(22,332)
	-

	
	
	
	
	
	
	

	Total revenue
	77,164
	1,392
	8,326
	22,000
	(22,332)
	86,550

	RESULT
	
	
	
	
	
	

	Operating profit/(loss)
	5,942
	(108)
	1,841
	(83)
	-
	7,592

	Interest income
	
	
	
	
	561

	Finance costs
	
	
	
	
	(2)

	Tax expense
	
	
	
	
	(2,051)

	
	
	
	
	
	
	

	Profit for the financial year
	
	
	
	
	6,100


No segmental information is provided on geographical basis as the Group’s activities are conducted wholly in Malaysia.
A9.

Valuation of property, plant and equipment
Property, plant and equipment of the Group are stated at cost less accumulated depreciation and impairment loss, if any.

There was no valuation of the property, plant and equipment during the current quarter under review.

A10.
Changes in the composition of the Group
There were no changes in the composition of the Group during the quarter under review.
A11.
Contingent liabilities

The details of Company contingent liabilities as at 31 August 2011 are as follows:
	
	RM’000

	Secured:

   Guarantee given to financial institutions on performance guarantee granted

     to third parties
	96,850

	Unsecured:

   Guarantee given to Bank Pembangunan Malaysia Berhad on long-term loan

     granted to a subsidiary company


	152,844

	   Guarantee given to a third party for performance in the development

     agreement granted  to subsidiary company

	426,165

	   Guarantee given to suppliers for credit facilities granted to subsidiary

     Companies


	4,300

	
	583,309


A12.
Subsequent events

There was no other material events subsequent to the financial year ended 31 August 2011 up to the date of this report.
A13.
Cash and cash equivalents

Cash and cash equivalents included in the statements of cash flows comprise the following: 

	
	       RM

	Cash and bank balances
	3,774,277

	Fixed deposits with licensed banks
	32,393,740

	
	36,168,017

	Less:
	

	Deposits pledged with financial institution
	(4,557,587)

	Amount deposited into sinking fund trust account
	(7,813,998)

	
	23,796,432


B.  
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.

Review of performance

For the financial year ended 31 August 2011, the Group achieved revenue of RM86.550 million and profit before tax of RM8.151 million as compared to RM141.586 million and RM7.694 million respectively for the preceding year. 
The increased in profit of the Group in the current financial year as compared to the preceding year was due mainly to contribution from the property development segment and resulted higher profit margin for the current financial year.
B2.

Comparison with preceding quarter results
For the current quarter under review, the Group recorded a profit before tax of RM0.843 million compared to RM4.768 million in the immediate preceding quarter. The decreased in profit of the Group was due mainly to loss on derecognition of long term payables initially measured at fair value under FRS 139.
B3.

Commentary on prospects
Barring any unforeseen circumstances, the Board of Directors is optimistic about the Group’s ability to continue to achieve satisfactory performance for financial year ending 31 August 2012.
B4.

Variance of actual and forecast profit
The Group did not issue any forecast for the current quarter and therefore this is not applicable. 

B5. 

Income tax expense
	
	Current Quarter

31 August 2011
RM’000   
	
	Current Year To-Date 

31 August 2011
RM’000

	
	
	
	

	Current tax expense
	499
	
	1,814

	Deferred tax expense
	(353)
	
	237

	Total
	146
	
	2,051


The tax expense for the current quarter and current year to-date is derived based on management’s best estimate of the tax rate for the financial year.
B6.

Sale of unquoted investments and/or properties
There was no disposal of any unquoted securities and/or properties for the current quarter and financial year to-date.
B7.

Purchase/Disposal of quoted securities

	
	Current Quarter

31 August 2011
RM’000   
	
	Current Year To-Date 

31 August 2011
RM’000

	Summary of dealing in quoted securities:
	
	
	

	Total purchase at cost
	-
	
	-

	Total sale proceeds
	5,485
	
	5,485

	Gain/(Loss) on disposal
	105
	
	105

	
	
	
	

	Investment in quoted securities:
	
	
	

	Total investment at cost/book value
	
	
	-

	Total investment at market value
	
	
	-


B8.

Corporate proposal
There are no corporate proposals announced but not completed as at the date of this report. 

B9.
Group borrowings

There were no other borrowings and debts securities in the Group as at 31 August 2011, except as disclosed below:-

	
	Short term (Secured)
	
	Long term (Secured)

	
	RM’000
	
	RM’000

	Hire-purchase 
	74
	
	64

	Deferred payment loan
	-
	
	1,913

	
	74
	
	1,977


B10.
Off balance sheet financial instruments
There are no financial instruments with off balance sheet risk as at the date of this report.

B11.
Material litigation
As at the date of this announcement, there are no material litigations against the Group or taken by the Group except as disclosed below:-
(a) On 2 November 2010, a wholly owned subsidiary of the Company, Bayu Melati Sdn Bhd (“BMSB”), was served with a winding up petition by GJH Construction Sdn. Bhd. (“the Petitioner”). The winding-up petition dated 18 October 2010 was presented to the High Court of Malaya at Melaka under no. 28-51-2010 on 18 October 2010. The total amount claimed by the Petitioner against BMSB is RM178,195 pursuant to a Notice under Section 218 of the Companies Act, 1965 dated 28 June 2010 (“the Section 218 Notice”). The claimed amount represents the alleged balance of retention sum for construction works purportedly carried out by the Petitioner for BMSB in respect of a housing project at Kota Damansara, Selangor. BMSB had replied to the Section 218 Notice and disputed the amount demanded.

On 9 June 2011, BMSB and the Petitioner have come to an amicable settlement on the amount claimed by the Petitioner against BMSB. Following the amicable settlement, the Petitioner has agreed not to pursue the winding-up petition and as such, the winding-up petition has now been struck out accordingly.
B12.
Dividends

The directors proposed a first and final dividend of 1.5 sen per ordinary share less 25% tax amounting to RM1,348,423 in respect of the financial year ended 31 August 2011 (2010 : 1.5 sen per ordinary share less 25% tax). The dividend is subject to the approval of the shareholders at the forthcoming Annual General Meeting of the Company.
B13.
Realised and unrealised profits/losses disclosure
	
	As at
31/08/2011
RM’000   
	
	As at 

28/05/2011
RM’000

	
	
	
	

	Total retained profits of the Group
	
	
	

	- realised
	103,665
	
	101,625

	- unrealised
	977
	
	2,319

	
	104,641
	
	103,944

	Less: Consolidation adjustments
	(5,040)
	
	(5,040)

	Total Group retained profits as per consolidated accounts
	99,601
	
	98,904


B14.
Earnings per share
(a) Basic earnings per share

Basic earnings per share for the current quarter and financial year to-date are calculated by dividing the net profit attributable to the shareholders by the weighted average number of ordinary shares in issue, excluding the average number of ordinary shares purchased by the Company and held as treasury shares.
	
	Current quarter
	Preceding year corresponding quarter
	Current year
To-date
	Preceding year

	
	31/08/11
	31/08/10
	31/08/11
	31/08/10

	Profit for the financial year attributable to equity holders of the Company (RM)
	697,392
	1,656,264
	6,100,078
	5,469,650

	
	
	
	
	

	Number of ordinary shares (‘000)
	119,860
	119,967
	119,860
	119,967

	
	
	
	
	

	Weighted average number of ordinary shares (‘000)
	119,860
	119,980
	119,901
	119,994

	
	
	
	
	

	Basic earnings per share (sen)
	0.58
	1.38
	5.09
	4.56


(b) Diluted earnings per share

The Group does not have any convertible shares or financial instruments for the current quarter and financial year to-date.
By Order of the Board

Chow Chooi Yoong

Chan Chee Yean

Company Secretaries
Kuala Lumpur

28 October 2011
PAGE  
1

