                                                                                                                                                                                                                                                                                                                                                                                                                  JMR Conglomeration Bhd. (592280-W)

 (Incorporated in Malaysia)

AND ITS SUBSIDIARIES

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE YEAR ENDED MARCH 31, 2010

PART A: REQUIREMENTS OF FRS 134 INTERIM FINANCIAL REPORTING

A1   
Basis of Preparation
The interim financial report is unaudited and has been prepared in compliance with FRS 134 Interim Financial Reporting and the additional disclosure requirements as in Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad.

       This interim financial report include only condensed consolidated financial statements and should be read in conjunction with the audited financial statements for the year ended March 31, 2009, as this interim report  focus on events and transactions that are significant to an understanding of the changes in financial position and performance of the Group that have occurred since that report. The condensed consolidated financial statements and notes thereon do not include all of the information required for full set of financial statements prepared in accordance with FRSs.

       The preparation of an interim financial report in conformity with FRS 134 requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.

The significant accounting policies and method of computation adopted by the Group in this interim financial report are consistent with those of the audited financial statements for the year ended          March 31, 2009.    

    A2
Qualification of Financial Statements

The auditors’ report on the audited financial statements for the financial year ended March 31, 2009 dated June 8, 2009 was not subject to any qualification.

    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     Unusual Items 

There were no material items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

    A5     Changes in Estimates 

There were no major changes in estimates which have a material effect in the current financial period ended March 31, 2010.
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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 March 31, 2010.

A7 
Dividends Paid

There were no dividends paid during the current financial period ended March 31, 2010.

A8 
Segment Information
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A9 
Valuation of Property, Plant & Equipment

The carrying amounts of property, plant and equipment have been brought forward from the previous audited financial statements without amendment.
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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
Save for those stated below, there were no changes in the composition of the Group for the current financial year-to-date. 

i)       The Company had on July 23, 2009 acquired two (2) ordinary shares of RM1 each, representing the entire equity interest of the following companies:-

(a) Great Marvel Sdn. Bhd. (“GMSB”), incorporated on July 1, 2009; and

(b) Sunnyside Landscape Sdn. Bhd. (“SLSB”), incorporated on July 1, 2009.

The current authorised share capital of GMSB and SLSB are RM100,000 each, divided into 100,000 shares of RM 1 each respectively. The issued and paid-up share capital of GMSB and SLSB are RM2 each, divided into 2 ordinary shares of RM1 each respectively, and are currently dormant.

None of the Directors and/or substantial shareholders and/or persons connected to them have any interest, direct or indirect in GMSB and SLSB.

ii) The Company had on October 13, 2009 incorporated a wholly-owned subsidiary known as JMR Resources Management Sdn. Bhd. (“JMRRM”). The authorised share capital of JMRRM is RM100,000 divided into 100,000 shares of RM1 each and the paid-up share capital is RM2 divided into 2 ordinary shares of RM1 each. JMRRM is currently dormant.

iii) As disclosed in Note B4, subsequent to the completion of the Proposed Compensation Scheme, Multilight Sdn. Bhd. (“MSB”) had become a wholly-owned subsidiary of the Company. 

iv) The Company had on December 30, 2009 acquired 487,519 ordinary shares of RM1 each representing 81.25% equity interest in Fook Lye Enterprises (M) Sdn. Bhd. (“FLSB”) for a total consideration of RM3,380,000 satisfied by cash. The principal activity of FLSB is an investment holding company.
v) The Company had on December 31, 2009 acquired 3,000,000 ordinary shares of RM1 each representing 50% equity interest in Unico Electronics (Penang) Sdn. Bhd. (“UEPSB”) for a total consideration of RM945,000 satisfied by cash. UEPSB is principally engaged in manufacturing, assemblying and installing of electronics, computer components and other related products.
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A11 
Changes in the Composition of the Group (Cont’d)

vi) The Company had on March 29, 2010 subscribed the new shares in the following companies:

a)     2,500,000 new ordinary shares of RM1 each in Great Marvel Sdn. Bhd. (“Great Marvel 
Shares”) for a total cash consideration of RM2,500,000 by way of capitalization of advances to Great Marvel amounting to RM2,500,000;

b)     2,250,002 new ordinary shares of RM1 each in JMR Manufacturing Sdn. Bhd. (“JMR Manufacturing Shares”) for a total cash consideration of RM2,250,002 by way of capitalization of advances to JMR Manufacturing Sdn. Bhd. amounting to RM2,250,002; and

c)     2,400,002 new ordinary shares of RM1 each in Lean Seng Chan (Quarry) Sdn. Bhd. (“Lean Seng Chan Shares”) for a total cash consideration of RM2,400,002.
Great Marvel Sdn. Bhd. has increased its issued and paid-up share capital from RM2 to RM2,500,002  by the allotment of 2,500,000 Great Marvel Shares.
JMR Manufacturing Sdn. Bhd. has increased its issued and paid-up share capital from RM250,000 to RM2,500,002 by the allotment of 2,250,002 JMR Manufacturing Shares.

Lean Seng Chan (Quarry) Sdn. Bhd. has increased its issued and paid-up share capital from RM100,000 to RM2,500,002 by the allotment of 2,400,002 Lean Seng Chan Shares.

The Subscription of Shares has no effects on the issued and paid-up share capital, the shareholdings of substantial shareholders, the consolidated net assets of the Company and its subsidiaries (“JMR Group”) and will not have any material effect on the earnings per share of the JMR Group for the financial year ending March 31, 2010.
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A12 
Contingent Liabilities or Contingent Assets

The contingent liabilities of the Company are as follows:
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There were no contingent assets for the Group as at March 31, 2010.

Save as disclosed above, there were no material contingent liabilities or assets as at May 19, 2010 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

A13 
Capital Commitments

There were no capital commitments as at March 31, 2010.
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B1
Review of Performance

For the current year-to-date, the Group registered revenue of RM27.023 million compared to the preceding year-to-date revenue of RM63.731 million. Revenue has dropped by approximately 57.6% mainly due to the current weak economic sentiment which has affected the demand for the Group’s products and services. However, the Group’s revenue for the current quarter has increased by 35.3% to RM6.010 million as compare to the revenue of RM4.443 million in the preceding year corresponding quarter. This was mainly due to higher revenue achieved by the manufacturing and construction division.  

The Group recorded a loss before tax of RM15.233 million and RM13.783 million for the current quarter and year-to-date compared to a loss before tax of RM7.239 million and RM11.957 million in the preceding year corresponding quarter and year-to-date. The higher loss was attributable to the allowance for doubtful debts of RM16.410 million.
B2 
Variation of Results Against Immediate Preceding Quarter

The Group’s revenue for the quarter ended March 31, 2010 slightly increased by 0.8% to RM6.010 million as compared to the revenue of RM5.961 million in the preceding quarter ended December 31, 2009. This was mainly due to higher revenue achieved by the construction division.  
The Group registered a loss before tax of RM15.233 million in the current quarter as compare to a loss before tax of RM1.017 million in the immediate preceding quarter mainly due to the impact of allowance for doubtful debts amounted to RM15.888 million during the period under review.
B3 
Prospects for the forthcoming financial year                                                                                                                                                                                                                          

Barring any unforeseen circumstances, the Board of Directors expects the financial year ending          March 31, 2011 to be a challenging year in view of the bleak general economic outlook especially for construction industry. 

Nevertheless, the Board of Directors is cautiously optimistic that the Group will remain resilient for the financial year ending March 31, 2011.

B4 
Profit Forecast and Profit Guarantee

The Group did not publish any profit forecast or provide any profit guarantee for the financial period ended March 31, 2010.

However, pursuant to the Corporate and Debt Restructuring Scheme involving UCP Resources Berhad (“UCP”) and the Company which was completed in 2004, JMR Consolidated Holdings Sdn. Bhd. (“JCH”) has provided the Company with a profit guarantee on the performance of J.M.R. Construction Sdn. Bhd. (“JMRC”), Lean Seng Chan (Quarry) Sdn. Bhd. (“LSC”) and the Group for the financial years ended March 31, 2004 to March 31, 2006.
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B4 
Profit Forecast and Profit Guarantee (Cont’d)

JMRC, LSC and the Group had not been able to meet the Profit Guarantee and the aggregate shortfall amounted to RM14,119,772. 

On February 18, 2009, the shareholders of the Company has approved a Proposed Compensation Scheme whereby JCH will compensate JMRC, LSC and the Company via cash and assets compensation with a collective value of RM14,119,772 as follows:

i) proposed compensation by JCH to LSC for the profit guarantee shortfall of RM625,472 via the proposed cash compensation by JCH to LSC in four (4) equal instalments of RM156,368 each over a period of twenty four (24) months commencing on the unconditional date of the profit guarantee variation agreement;

ii) proposed compensation by JCH to JMRC for the profit guarantee shortfall of RM9,331,698 in the following manner: 

(a) proposed acquisition by JMRC of approximately 93,570.58 square feet (“sq. ft.”) of a piece of leasehold industrial land known as Lot No. 7703, Mukim 14, Daerah Seberang Perai Tengah, Pulau Pinang held under H.S.(D) 21025 together with a factory bearing assessment address No.1946, Lorong IKS Bukit Minyak 1, Taman IKS Perda, Bukit Minyak, 14000 Bukit Mertajam, Pulau Pinang (“SASB Land”), free from all encumbrances, from Star Asphalt Sdn. Bhd. at a purchase consideration of RM1,710,000, to be fully satisfied by JCH, on JMRC’s behalf  (“Proposed SASB Acquisition”);

(b) proposed acquisition by JMRC of six (6) continuous lots of freehold vacant land measuring approximately 383,983.33 sq. ft. in total, known as Lot Nos. 194 and 195, Mukim 5, Tempat Titi Serong, Daerah Barat Daya, Pulau Pinang and held under GM Nos. 50 and 51 respectively, and Lot Nos. 381, 382, 383 and 384, all situated in Mukim 5, Tempat Bukit Relau, Daerah Barat Daya, Pulau Pinang held under GM Nos. 138, 139, 140 and 137, respectively (“PBSB Properties”), free from all encumbrances, from Pinang Baru Sdn. Bhd. at a purchase consideration of RM4,032,000, to be fully satisfied by JCH, on JMRC’s behalf (“Proposed PBSB Acquisition”); 

(c) proposed acquisition by JMRC of approximately 110,756.09 sq. ft. of a piece of vacant leasehold industrial land known as P.T. No. 3228, Mukim 1, Daerah Seberang Perai Tengah, Pulau Pinang and held under H.S. (D) 31782 (“ASB Land”), free from all encumbrances, from Amtronix Sdn. Bhd. at a purchase consideration of RM2,160,000, to be fully satisfied by JCH, on JMRC’s behalf (“Proposed ASB Acquisition”) ; and
(d) proposed cash compensation by JCH to JMRC of RM1,429,698 in four (4) equal instalments of RM357,424.50 each over a period of twenty four (24) months commencing on the unconditional date of the profit guarantee variation agreement;
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B4 
Profit Forecast and Profit Guarantee (Cont’d)

iii)  proposed compensation by JCH to the Company for the balance profit guarantee shortfall of the  Group of RM4,162,602 in the following manner:

(a) proposed acquisition by the Company of 200,000 ordinary shares of RM1.00 each in Multilight Sdn. Bhd. (“MSB”), representing the entire issued and paid-up share capital of MSB, free from all encumbrances, from the vendors of MSB for a total purchase consideration of RM3,476,533 to be fully satisfied by JCH, on the Company’s behalf (“Proposed MSB Acquisition”); and

(b) proposed cash compensation by JCH to the Company of RM686,069 in four (4) equal instalments of RM171,517.25 each over a period of twenty-four (24) months commencing on the unconditional date of the profit guarantee variation agreement;

subject to the conditions and upon the terms set out in the Profit Guarantee Variation and Compensation Agreement and the relevant conditional Sale and Purchase Agreements dated March 31, 2008, as supplemented where relevant, by the corresponding supplemental agreements dated July 3, 2008 and     January 22, 2009.

On March 13, 2009, the Securities Commission had approved an extension of time for the completion of the Proposed Compensation as follows: 

i) an extension of time to March 31, 2011 to complete the proposed cash compensation; and

ii) an extension of time to August 19, 2009 to complete the proposed acquisitions.

On September 3, 2009,  JCH has paid the first instalment for the proposed cash compensation to LSC, JMRC and the Company for the amount of RM156,368.00, RM357,424.50 and RM171,517.25 respectively.

On September 8, 2009, the Securities Commission had approved a further extension of time to      December 18, 2009 for the completion of the proposed acquisitions.

On December 16, 2009, all conditions precedent as stated in the conditional sale and purchase agreement dated March 31, 2008 and supplementary agreements dated July 3, 2008 and January 22, 2009, respectively, in relation to the Proposed MSB Acquisition (“SPA-Proposed MSB Acquisition”) have been fulfilled and the Proposed MSB Acquisition has been completed in accordance with the terms of the SPA-Proposed MSB Acquisition.

On December 22, 2009, all conditions precedent as stated in the SPA-Proposed PBSB Acquisition, SPA-Proposed SASB Acquisition and SPA-Proposed ASB Acquisition have been fulfilled.
In this regard, the Proposed Acquisitions (which include the Proposed MSB Acquisition) have been completed.

On March 31, 2010,  JCH has paid the second instalment for the proposed cash compensation to LSC, JMRC and the Company for the amount of RM156,368.00, RM357,424.50 and RM171,517.25 respectively.

Page 13 of 17 

JMR Conglomeration Bhd. (592280–W)

 (Incorporated in Malaysia)

AND ITS SUBSIDIARIES

EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE YEAR ENDED MARCH 31, 2010
PART B: REQUIREMENTS OF PART A OF APPENDIX 9B OF THE

LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B5 
Tax Expense
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The effective tax rate was higher than the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries, and certain expenses which are not deductible for tax purposes.
B6 
Profit/ (Loss) on Sale of Unquoted Investments and/ or Properties
There were no sales of unquoted investments during the current financial period ended March 31, 2010.

There were no profit/ (loss) on sale of properties outside the ordinary course of the Group’s business for the current quarter and financial year-to-date except for the following:

i) During the first quarter, the Group disposed off a freehold property known as P. T. 74746, Mukim Sungai Petani, Daerah Kuala Muda, Kedah Darul Aman at a consideration of RM140,000. The gain on disposal was approximately RM7,000.

ii) During the second quarter, the Group disposed off a freehold property known as P. T. 74768, Mukim Sungai Petani, Daerah Kuala Muda, Kedah Darul Aman at a consideration of RM117,000. The gain on disposal was approximately RM2,000.

iii) During the third quarter, JMRC had entered into a sale and purchase agreement with Elna PCB (M) Sdn Bhd (“SPA I”), a non-related company, to dispose off the ASB Land at a purchase consideration of RM2.88 million, which is higher than the purchase consideration for the Proposed ASB Acquisition of RM2.16 million. The conditions precedent for SPA I have been fulfilled. The gain on disposal was approximately RM719,656.
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B7 
Purchase or Disposal of Quoted Securities

There were no purchase or disposal of quoted securities during the current financial period ended       March 31, 2010.

B8 
Status of Corporate Proposal Announced
There were no corporate proposals as at the date of this announcement except as disclosed in Note B4 and the followings:
i) On October 15, 2009, the Company had entered into a Sale and Purchase Agreement with its wholly-owned subsidiary, Great Marvel Sdn. Bhd. (Company No.: 862733-M) to dispose of its investment property of all that pieces of freehold land known as Lot 461, Mukim 14, Daerah Seberang Perai Selatan, Negeri Pulau Pinang held under Geran No. Hakmilik 47869 measuring approximately 65.5534 acres or 265285.01 square metres for a total consideration of Ringgit Malaysia Forty Five Million Six Hundred and Eighty Eight Thousand (RM45,688,000.00) (“Disposal”).

The Disposal do not have any material effect to the earnings of the Group for the financial year ending March 31, 2010 as it is an inter-company transaction. 

The Disposal has been completed on February 2, 2010.
B9 
Group Borrowings and Debts Securities   
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  Bank overdrafts -                        

  Bankers' acceptance 2,108                    
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The above borrowings are denominated in Ringgit Malaysia and represents secured short term borrowings, bank overdrafts and term loans.

The borrowings are secured against legal charge/ negative pledge over certain land and buildings of the Group, a lien over the Group’s short term deposits and by corporate guarantees from the Company.
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B10 
Off Balance Sheet Financial Instruments

There were no transactions on off balance sheet financial instruments as at May 19, 2010 (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
Save as disclosed below, the Group was not engaged in any material litigation as at May 19, 2010 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report):

i)
On March 25, 2009, the Group announced that authority has been given to directors to engage Legal Advisors or Solicitors in China to handle the financial matters and affairs in connection with the stopping of the withdrawal of the Performance Bond issued by Nanjing Changjiang Waterway Engineering Bureau (“NCWEB”) to J.M.R. Construction Sdn. Bhd. (“JMRC”), a wholly-owned subsidiary, via China Construction Bank Corporation (Jiangsu Branch) for the “Proposed Development on Jelutong Waterfront Reclamation Land, Jelutong, Pulau Pinang”. 

NCWEB, the contractor for JMRC is unable to fulfill the contractual duty. Therefore, JMRC called on the Performance Bond. However, the subcontractor of NCWEB, Long Eng Co., claimed that NCWEB did not pay them and put an injunction to stop the withdrawal. JMRC has no relation to NCWEB’s subcontractor, Long Eng Co.. The full amount of Performance Bond payable to JMRC is RM6,195,715.38. 

The Group is in the process of engaging Legal Advisors or Solicitors in China to handle the financial matters and affairs in connection with the stopping of the withdrawal of the Performance Bond. There are no further development on this issue as at May 19, 2010 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

B12 
Dividends

The directors do not recommend the payment of any dividend for the current financial period ended   March 31, 2010.
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B13 
Earnings per Share
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           BY ORDER OF THE BOARD

           ONG TEIK HOE (MACS 00085)

           Secretary

           Penang

           May 26, 2010
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												Revenue								Profit/ (loss) before tax

												Cumulative Quarters								Cumulative Quarters

												12 months ended								12 months ended

												March 31, 2010				March 31, 2009				March 31, 2010				March 31, 2009

												RM'000				RM'000				RM'000				RM'000

						Investment holdings						305				266				(147)				3,445

						Manufacturing						17,586				33,546				961				626

						Construction						6,315				26,279				(14,930)				(16,193)

						Property Development						2,817				3,640				333				165

												27,023				63,731				(13,783)				(11,957)

						Information on  geographical  segment is not  presented as  the Group  operates  predominantly

						in Malaysia.
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										Individual Quarter								Cumulative Quarters

										3 months ended								12 months ended

										March 31, 2010				March 31, 2009				March 31, 2010				March 31, 2009

										RM'000				RM'000				RM'000				RM'000

				Current tax expense

				-Current						195				(32)				(767)		(2,037)		(849)

				-Prior years						- 0				(19)				(23)		150		(30)

				Deferred tax expense

				-Current						1				57				1		22		57

				-Prior years						- 0				- 0				- 0		-		- 0

										196				6				(789)		(1,865)		(822)
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				Individual Quarter								Cumulative Quarters

				3 months				3 months				12 months				12 months

				ended				ended				ended				ended

				March 31, 2010				March 31, 2009				March 31, 2010				March 31, 2009

		Net loss attributable to shareholders (RM'000)		(15,036)				(7,233)				(14,571)				(12,779)

		Weighted average number of ordinary shares

		in issue ('000)		126,784				126,784				126,784				126,784

		Basic loss per ordinary share (sen)		(11.86)				(5.70)				(11.49)				(10.08)
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				March 31, 2010

				RM'000

		Unsecured:

		Corporate guarantees given by the Company to local banks and third

		parties for credit facilities granted to certain subsidiaries		2,493

		Secured:

		Properties charged to a local bank for credit facilities granted to a subsidiary		3,676
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														March 31, 2010

														RM'000

		Current

		Bank overdrafts												- 0

		Bankers' acceptance												2,108

		Hire-purchase payables												- 0

		Term loans												76

														2,184

		Non Current

		Term loans												- 0

														2,184






