JMR Conglomeration Bhd (592280-W)

(formerly known as Goldenseal Resources Sdn Bhd)

(Incorporated in Malaysia)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE YEAR ENDED 31 MARCH 2005 
PART A: REQUIREMENTS OF MASB 26 INTERIM FINANCIAL REPORTING

A1   
Basis of Preparation
The interim financial report is unaudited and has been prepared in compliance with MASB 26 Interim Financial Reporting and the additional disclosure requirements as in Part A of Appendix 9B of the Revised Listing Requirements.

The accounting policies and method of computation adopted by the Group in this interim financial report are as follow: 



Basis of Accounting

The financial statements of the Group has been prepared under the historical cost convention unless stated otherwise in the accounting policies mentioned below.

Basis of Consolidation 

A subsidiary company is a company in which the Group has power to exercise control over its financial and operating policies so as to obtain benefits from its activities.

The Group adopts the acquisition method of consolidation. On acquisition, the assets and liabilities of the relevant subsidiary companies are measured at their fair values at the date of acquisition.

The results of subsidiary company acquired or disposed of during the financial year are included in the consolidated financial statements from the effective date of acquisition or up to the effective date of disposal. The gain or loss on the disposal of a subsidiary company represents the difference between the proceeds from the disposal and the Group’s share of its net assets together with any goodwill or negative goodwill which was not previously charged or recognised in the Group’s income statement.

All significant intercompany balances and transactions are eliminated on consolidation and the consolidated financial statements reflect external transactions only.

Goodwill / Negative Goodwill

Goodwill / Negative Goodwill arising on consolidation represents the difference between the purchase considerations over the shares paid in the subsidiary companies and the fair values of the identifiable net assets of the subsidiary companies at the date of acquisitions.

Goodwill arising on the acquisition of associated companies are included within the carrying amount of the associated companies and represents the excess of the purchase consideration over the Group’s interest in the fair values of the identifiable net assets of associated companies at the date of acquisition.

Goodwill is amortised on a systematic basis to the consolidated income statement following an assessment of the economic useful life of the assets, subject to a maximum of 20 years.

Where an indication of impairment exists, the carrying amount of goodwill is assessed and written down immediately to its recoverable amount.
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Revenue and Revenue Recognition
Revenue of the Group consists of the proportion of the total contract value attributable to the percentage of contract work performed and gross invoiced values of sales of goods and services rendered, less discounts.

When the outcome of a contract work can be estimated reliably, revenue and costs are recognised by reference to the stage of completion of the contract activity at the balance sheet date, as measured by the proportion that contract costs incurred for work performed to date bear to the estimated total contract costs. Variations in contract work, claims and incentive payments are included to the extent that they have been agreed with the customers.

When the outcome of a contract work cannot be estimated reliably, contract revenue is recognised to the extent of contract costs incurred that it is probable will be recoverable. Contract costs are recognised as expenses in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as an expense immediately as a provision for foreseeable loss.

Sales revenue is recognised upon delivery of products and when the risks and rewards of ownership have passed.

Rental income is accrued on a timely basis, by reference to the agreements entered. Other revenues are recognised on an accrual basis.
Income Tax

The charge for current tax is based on the results for the period as adjusted for items which are non-assessable or disallowed. It is calculated using tax rate that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences arising from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax basis used in the computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary differences arise from goodwill (or negative goodwill) or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction which affects neither the tax profit nor the accounting profit.

At each balance sheet date, the Group re-assesses unrecognised deferred tax assets and the carrying amount of deferred tax assets. The Group recognises a previously unrecognised deferred tax asset to the extent that it has become probable that future taxable profit will allow the deferred tax asset to be recovered. The carrying amount of a deferred tax asset is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow the benefit of part or all the deferred tax asset to be utilised.

Deferred tax is calculated at the tax rate that is expected to apply to the period when the asset is realised or the liability is settled. Deferred tax is charged or credited in the income statement, except when it relates to items credited or charged directly to equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation authority and the Company intends to settle its current tax assets and liabilities on a net basis. 
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Employees Benefits Costs

(i) Short term benefits

Wages, salaries, bonuses and social security contributions are recognised as expenses in the year in which the associated services are rendered by employees of the Group. Short term accumulating compensated absences such as paid annual leave are recognised when services are rendered by the employees that increase their entitlement to future compensated absences, and short term non-accumulating compensated absences such as sick leave are recognised when the absences occur.

 (ii) Defined contribution plans

As required by law, companies in Malaysia make contributions to the state pension scheme, the employees’ provident fund. Such contributions are recognised as expenses in the income statement as incurred.

Borrowing Costs

All interest and other costs incurred in connection with borrowings are expensed as incurred.

Property, Plant and Equipment

Freehold land is stated at cost less accumulated impairment losses, if any. All other property, plant and equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if any.

Depreciation

Freehold land is not depreciated. On other property, plant and equipment, depreciation is calculated to write off the cost of the assets on a straight line basis over their expected useful lives at the following principal annual rates:
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Property under Development

Land held for property development, stated at cost less impairment losses, if any, is classified as non current assets when no development work has been carried out or where development activities are not expected to be completed within the normal operating cycle.

Investment in Subsidiary Companies
Subsidiary companies are those companies in which the Group has power to exercise control over the financial and operating policies so as to obtain benefits from their activities.

Investments in subsidiary companies, which are eliminated on consolidation, are stated at cost. Where there is an indication of impairment in the value of the assets, the carrying amount of the investment is assessed and written down immediately to its recoverable amount.
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Investment in Associated Companies

An associated company is a non-subsidiary company in which the Group holds not less than 20% of the equity voting rights as long-term investment and in which the Group is in a position to exercise significant influence in its management.

The Group’s investment in associated companies are accounted for under the equity method of accounting based on the latest audited and / or management financial statements of the associated companies made up to 31 March, 2005. Under this method of accounting, the Group’s interest in the post-acquisition profit and reserves of the associated companies are included in the consolidated results while dividend received is reflected as a reduction of the investment in the consolidated balance sheet.

Unrealised profits and losses arising on transactions between the Group and its associated companies are eliminated to the extent of the Group’s equity interest in the relevant associated companies except where unrealised losses provide evidence of an impairment of the asset transferred.

Where there is an indication of impairment in the value of the assets, the carrying amount of the investment is assessed and written down immediately to its recoverable amount.


Other Investments

Other investments in quoted shares are stated at cost. Allowance for diminution in value of investment is made when the directors consider that there is a permanent diminution in the value of the investment.

Inventories

Inventories are stated at the lower of cost and net realisable value. Net realisable value represents the estimated selling price in the ordinary course of business less selling and distribution costs and all other estimated costs to completion. Cost is determined on the weighted average method.

Cost of finished goods consists of cost of raw materials, direct labour and an appropriate proportion of factory overheads while cost of raw materials consists of the original purchase price plus incidental costs of bringing the inventories to their present location and condition.

Receivables

Receivables are stated at nominal value as reduced by the appropriate allowance for estimated irrecoverable amounts. Allowance for doubtful debts is made based on estimates of possible losses which may arise from non-collection of certain receivables accounts.

Borrowings and Payables

Borrowings and payables are stated at cost.

Hire-Purchase

Property, plant and equipment acquired under hire-purchase arrangements are capitalised in the financial statements and the corresponding obligations are treated as liabilities. Finance charges are allocated to the income statement to give a constant periodic rate of interest on the remaining hire-purchase liabilities.

Share Capital

Ordinary shares are recorded at the nominal value and proceeds in excess of the nominal value of shares issued, if any, are accounted for as share premium. Both ordinary shares and share premium are classified as equity. Cost incurred directly attributable to the issuance of the shares are accounted for as a deduction from share premium, otherwise it is charged to the income statement.
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Cash and Cash Equivalents

Cash and cash equivalents consist of cash and bank balances, bank overdrafts, demand deposits and highly liquid investments which are readily convertible to know amounts of cash and which are subject to an insignificant risk of changes in value.

Leased Assets

Assets under leases which in substance transfer the risks and benefits of ownership of the assets are capitalised under property, plant and equipment. The assets and the corresponding lease obligations are recorded at the fair value of the leased assets which approximates the present value of the minimum lease payments, at the beginning of the respective lease terms.

Finance costs, which represent the difference between the total leasing commitments and the fair value of the assets acquired, are charged to the income statements over the term of the relevant lease period so as to give a constant periodic rate of charge on the remaining balance of the obligations for each accounting period. All other leases which do not meet such criteria are classified as operating leases and the related rentals are charged to the income statements as incurred.

Financial Instruments

Financial instruments carried on the balance sheets include cash and bank balances, investments, receivables, payables and borrowings. The particular recognition methods adopted are disclosed in the individual accounting policy statements associated with each item.

Financial instruments are classified as liabilities or equity in accordance with the substance of the contractual arrangement. Interests, dividends, gains and losses relating to a financial instrument classified as liability are reported as expense or income. Distributions to holders of financial instrument classified as equity are charged directly to equity. Financial instruments are offset when the Group has legally enforceable right to set off the recognised amounts and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

A2 

Qualification of Financial Statements

The auditors’ report of the preceding annual financial statements was not qualified.

A3 
 
Seasonal or Cyclical Factors

The principal business of the Group was not significantly affected by any significant seasonal or cyclical factors in the current quarter.
A4          Exceptional and Extraordinary Items

There were no material items affecting assets, liabilities, equity, net income or cash flow that are unusual because of their nature, size or incidence except for the followings:
i)  
Issue of share pursuant to the Corporate and Debt Restructuring Exercise which has completed on 24 May 2004;
ii)   
Exceptional items amounted to RM27.560 million included in the income statements in respect of the following:

· Debts assumed pursuant to the Corporate and Debts Restructuring Exercise of UCP Resources Berhad (“UCP”) written off amounted to RM20.000 million;

· Investment acquired pursuant to the Corporate and Debt Restructuring Exercise of “UCP” written off amounted to RM3.990 million;

· Expenses pursuant to the Corporate & Debt Restructuring Exercise of “UCP” and the subsequent listing of the Group on the Second Board of Bursa Malaysia Securities Berhad amounted to RM3.570 million.
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A5     Changes in Estimates 

There were no major changes in estimates which have a material effect in the current financial period ended 31 March 2005.

A6
Debt and Equity Securities         

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares in the current quarter ended 31 March 2005.
A7 
Dividends Paid

There were no dividends paid during the current financial period ended 31 March 2005.

A8 
Segment Information


[image: image2.wmf]Revenue 

PBT/(LBT)

RM'000

RM'000

Manufacturing 

52,269

           

 

5,911

            

 

Property Development 

-

                

 

(62)

                

 

Rental

83

                  

 

(129)

              

 

52,352

           

 

5,720

            

 

Unallocated expenses

-

                

 

(27,517)

         

 

52,352

           

 

(21,797)

         

 

12 months ended

31 March 2005


A9 
Valuation of Property, Plant & Equipment

Not applicable. No revaluation of property, plant and equipment is done during the current financial period ended 31 March 2005.

A10 
Material Events Subsequent to the Balance Sheet Date

There were no material events subsequent to the balance sheet date up to the date of this announcement.

 A11 
Changes in the Composition of the Group
There were no changes in the composition of the Group in the current quarter ended 31 March 2005.
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A12 
Contingent Liabilities or Contingent Assets

Saved as disclosed below, there were no contingent liabilities or contingent assets at the date of this announcement.
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JMR Conglomeration Bhd (592280–W)
(formerly known as Goldenseal Resources Sdn Bhd)

(Incorporated in Malaysia)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE YEAR ENDED 31 MARCH 2005
PART B: REQUIREMENTS OF PART A OF APPENDIX 9B OF

THE REVISED LISTING REQUIREMENTS

B1
 Review of Performance

The Group recorded revenue of RM52.352 million and a profit before exceptional items and tax of RM5.720 million for the current financial year ended 31 March 2005. After taking into consideration of the non recurring exceptional items as disclosed in Note A4, the Group recorded a loss before taxation of RM21.797 million. No comparison is made to the preceding financial year as this is the first year the Group prepares the consolidated financial statements.
B2 
Variation of Results Against Preceding Quarter

         The Group’s revenue for the quarter ended 31 March 2005 decreased by 14.55% to RM10.624 million when compared to the revenue of RM12.433 million in the previous quarter ended 31 December 2004. The Group registered a higher profit before exceptional items and income tax of RM1.900 million as compared to the profit before exceptional items and income tax of RM0.917 million in the previous quarter. 
B3 
Current Year Prospects

Barring any unforeseen circumstances, the Board of Directors is of the opinion that the performance of the Group will remain satisfactory for the financial year ending 2006.
B4 
Profit Forecast/Guarantee
The Company did not publish any profit forecast or provide any profit guarantee during the year. However, pursuant to the Corporate Restructuring Scheme involving “UCP” and the Company, the vendor of the subsidiaries has provided profit guarantee which will only expire by 31 March 2006.
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B5 
Tax Expense
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B6 
Unquoted Investments and Properties
There were no sales / purchase of unquoted investments or properties during the current financial period ended 31 March 2005.
B7 
Quoted Investments

There were no purchase or disposals of quoted shares during the current financial period ended 31 March 2005.

B8 
Status of Corporate Proposal Announced
The Company had completed the Corporate and Debt Restructuring Scheme on 24 May 2004 and subsequently assumed the listing status of “UCP” on the Second Board of Bursa Malaysia Securities Berhad.

            At the balance sheet date, “UCP” and its subsidiary companies is in the process of being liquidated.

B9 
Group Borrowings and Debts Securities
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The above borrowings are denominated in Ringgit Malaysia and represents secured short term borrowings, bank overdrafts and term loan.
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   B10 
Off Balance Sheet Financial Instruments

There were no transactions on off balance sheet financial instruments as at 23 May 2005 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B11 
Changes in Material Litigation


There was no material litigation pending as at the date of this announcement.

B12 
Dividends

The directors do not recommend the payment of any dividend for the current financial period ended 31 March 2005.

B13 
Earning per Share

      The basic earnings per share for this quarter is computed based on the Group’s net profit of RM1.169 million and weighted average number of ordinary shares of 126.784 million. 
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 '000  '000

Issued ordinary shares at beginning of the quarter/year 126,784                   *

Issued of new ordinary shares during the quarter/year -                           126,784                             

Weighted average number of ordinary shares 126,784                   110,458                             

Basic earning/(loss) per share (sen)

Based on net profit before exceptional items 3.30                                   

Based on net earning/(loss) attributed to ordinary shareholders 0.92                         (21.65)                               

Note *

Denote share capital of RM2.00


BY ORDER OF THE BOARD

ONG TEIK HOE (MACS 00085)

Secretary

Penang

30 May 2005
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