NOTES TO THE FINANCIAL INFORMATION

1.
Accounting Policies

The interim financial report has been prepared in accordance with MASB 26 Interim Financial reporting and Chapter 9 of the listing requirements of Kuala Lumpur Stock Exchange.

The quarterly financial statements have been prepared based on accounting policies and methods of computation consistent with those adopted for the annual financial statements for the year ended 30 September 2001 except that the Group accounts have been prepared based on breakup basis instead of going concern basis.

The net effects of the adjustment to breakup basis are as follows :-


2002

2001


Condensed Income Statement 
Current Year Quarter Ended 30/9/2002

(RM’000)
12 month Cumulative for Current Financial Year to Date Ended 30/9/2002

(RM’000)
Comparative Quarter Ended 30/9/2001

(RM’000)
Comparative 12 month Cumulative for Preceding 

Financial Year to Date Ended

(RM’000)                    

Impairment Loss on Fixed Assets
-
19,450


-
-

The Company and the Group audited accounts for the financial  year ended 30 September 2001 were qualified as the external auditors were of the opinion that the going concern basis of preparing the financial statements of the Group and the Company is subject to significant uncertainty. Consequently, the external auditors are unable to assess whether the use of the going concern basis in the preparation of the financial statements is appropriate.

The change of the basis of preparing the financial statements of the Group and the Company in the current quarter to breakup basis have partly rectified the qualification expressed by the external auditors.

2.
Exceptional Items

There were no exceptional items for the current financial year.

3.
Extraordinary Items

There were no extraordinary items for the current financial year.

4.
Individually Significant Items

Individually significant item for the twelve month ended 30 September 2002 are as follows :-










 RM’000

Impairment losses on Property, Plant and Equipment


   
  19,514

Professional fees incurred for Special Administrators,

Receiver and Manager






       848

5.
Carrying Amount of Property, Plant and Equipment

The carrying value of property, plant and equipment is based on the valuation incorporated in the annual financial statements for the year ended 30 September 2001.

The exceptions to the above are :-

(i) all property, plant and equipment have been reclassified into assets held for sales in line with the change in accounting policy to breakup basis

(ii) impairment loss on property, plant and equipment for the Company of RM19.45 million

(iii) additional impairment loss on property, plant and equipment for a subsidiary of RM4,122,284.00

6.
Segment Reporting

No segment analysis is prepared as the Group is primarily engaged in the manufacturing, marketing and trading of timber and timber related products in Malaysia.

7.
Taxation

There is no tax charge for the current financial year.

8.
Earnings Per Share






        (Quarter)


           (Year)

    3 months ended

    12 months ended

         30/9/2002
         30/9/2001
         30/9/2002
         30/9/2001


Basic earnings per share


Net Profit for the period


(RM’000)

          (8,026)
           (45,807)
          (49,742)               (77,156)


Weighted average number 


Of ordinary shares in issue


(RM’000)

          50,250
             50,250
           50,250
           50,250


Basic earnings per share 


(cent)
  

          (15.97)
            (91.16)
           (98.99)
          (153.54)

9.
Sales of Unquoted Investments and / or Properties

There were no sale of unquoted investments nor properties for the financial year.

10.
Quoted Investments

There were no purchases or sales of quoted securities for the current financial year.

11.
Changes in the Composition of the Group


There were no changes in the composition of the Group during the current financial year.

12. Status of Corporate Proposals

AM Merchant Bank Berhad (formerly known as Arab-Malaysian Merchant Bank Berhad) had on 3rd June 2002 announced a Proposed Restructured Scheme on behalf of the Company. AM Merchant Bank Berhad on behalf of the Company, had on 10th June 2002 submitted an application for the Proposed Restructuring Scheme to the Securities Commission, Foreign Investment Committee and Ministry of Trade and Industry.

The Foreign Investment Committee had in its letter dated 31st July 2002 approved the Proposed Restructuring Scheme, as proposed, subject to Crest Builder Holdings Berhad increasing its Bumiputra equity interest to at least 30% upon its listing on the Kuala Lumpur Stock Exchange. The Ministry of International Trade and Industry (“MITI”) had in its letter dated 8th October 2002 approved the Proposed restructuring Scheme, as proposed, subject to amongst other, the surrender of the manufacturing license by the Company and its subsidiaries, Parakaya Plywood Sdn. Bhd. and Kimanis Bay Timbers Sdn. Bhd. to The Malaysian Industrial Development Authority. The Company has appealed to the MITI on the condition imposed. The Security Commission has vide its letter dated 8 November 2002 approved the Proposed Restructuring Scheme, subject to certain condition, detail of which can be obtained through announcement dated 12 November 2002.

13. Change in Share Capital

There were no issuance and repayment of debt and equity securities nor any movement in share capital for the current financial year.

14. Group Borrowings and Debt Securities

Total Group borrowings as at 30 September 2002 are as follows :-

Long Term Borrowings






RM’000

(i)
Secured
 - Term Loan



-
Total outstanding balance




 28,829



-
Repayment due within 1 year



(28,829)








Sub Total
    Nil


(ii) Unsecured - Term Loan

-
Total outstanding balance



 
 78,695

-
Repayment due within 1 year



(78,695)








Sub Total
    Nil



Revolving Credit



-
Total outstanding balance



   
   8,241



- 
Repayment due within 1 year



  (8,241)









Sub Total
    Nil

Total

    Nil


Short term Borrowings

(i) Secured

-
Bank Overdraft





46,674

-
Current portion of Term Loan



28,829

-
Hire Purchase Liabilities



  
  2,257









Sub Total
77,760

(ii) Unsecured

-
Bank Overdraft





35,580

-
Bankers Acceptance




20,994

-
Short Term Advances




13,000

-
Current portion of Revolving Credit


  8,241

-
Current portion of Term Loan



78,695







Sub Total           156,510







Total
            234,270

15. Contingent Liability

There has been no change in the Contingent Liabilities of the Group which comprise of disputed claim by supplier of RM80,000 since the last annual balance sheet date.

16. Off Balance Sheet Financial Instruments

There was no financial instruments with off balance sheet risk at the date of this report.

17. Material Litigation

On 21 December 2001, the lawyer for the banker of a subsidiary company issued a notice of demand to the subsidiary company for full settlement of the outstanding banking facility of RM3,657,499 as at 30 November 2001. On 21 January 2002, the subsidiary company has issued a letter to seek the indulgence of the bank to grant the subsidiary company time to come up with a work out plan to regularise the outstanding banking facility. On 5 February 2002, the bank requested for details of the request by 9 February 2002. On 25 February 2002, the subsidiary replied to the bank indicating that they will revert with the details once the direction of the Group is made known through the proposal by the Special Administrators.

On 8 November 2002, the Company received a Writ of Summons dated 31 October 2002 filed by the Director of Inland Revenue of Sabah, on behalf of the Government of Malaysia, with the Registrar of the High Court at Kota Kinabalu for a claim of outstanding income tax due and payable by the Company amounting to RM4,029,981.91. The Company has instructed its solicitors to cause and enter an appearance at the Registrar of the High Court at Kota Kinabalu on  18 November 2002 to dispute on the quantum claimed by Director of Inland Revenue as MGR’s tax advisers are of the opinion that the expected tax payable arising from this litigation will most likely be less than the amount claimed.

On 21 November 2002 the Company received a Writ of Summons dated 7 November 2002 issued by the Messrs Onn & Partner on behalf of the Rintisan Bumi Sdn. Bhd. for a claim amounting to RM500,000.00 and interest chargeable on the said claim at the rate of 8% per annum from the date of Judgement to the date of realization. Further details of the Writ of Summons can be obtained via announcement made on 28 November 2002.

18. Materials Changes in the Quarterly Results Compared to the Results of the Preceding  Quarter 

The loss before tax for the current quarter of RM8.026 million was higher than the loss before tax of RM7.838 million in the preceding quarter.

This was mainly due to higher finance cost in the current quarter.

19. Review of Performance

For the quarter and the financial year-to-date under review, the Group operating loss before finance costs is RM2.333 million and RM29.168 million respectively. After finance costs, the Group incurred a loss before tax of RM8.026 million and RM49.742 million respectively. These pre-tax losses are substantially lower than the preceding year corresponding quarter and financial year-to-date losses of RM45.808 million and RM77.156 million respectively.

The losses before taxation for the current quarter and financial year-to-date were lower mainly due to the cessation of operations for all the subsidiaries and the contracting out of moulding and kiln-dried services to outside contractor for the Company. There were also lower bad debts provision and impairment loss as compared to the preceding financial year-to-date.

20. Material Events Subsequent to the End of the Period Reported

There were no material events subsequent to the end of the period reported.

21. Seasonal or Cyclical Factors

The business operations of the Group were not materially affected by any seasonal or cyclical factors for the current quarter.

22. Prospects for the Next Financial Year

The prospects for the Company and the Group for the next financial year depend on the implementation of the Proposed Restructuring Scheme for the Company and the Group.

23. Variance of Actual Profit from Forecast Profit

Not applicable.

24. Dividend

The Board of Directors do not recommend any dividend for the current financial year. (2001 : Nil)










On behalf of the Board

Kota Kinabalu






LOI LUNG KIONG

29 November 2002





Managing Director

MGR Corporation Berhad























Condensed Consolidated Statements of Changes In Equity For The Quarter Ended 30 September 2002



















































Reserve 

Reserve







Share

attributable

attributable

Retained





Capital

to capital

to revenue

Losses

Total



(RM'000)

(RM'000)

(RM'000)

(RM'000)

(RM'000)













12 month quarter











ended 30 September 2002























Balance at beginning

           50,250 

          129,765 

 - 

 (404,238) 

 (224,223) 

of year























Movements during the

 - 

 - 

 - 

 (49,742) 

 (49,742) 

period (Cumulative)























Balance at end of period

           50,250 

          129,765 

 - 

 (453,980) 

 (273,965) 





































12 month quarter











ended 30 September 2001























Balance at beginning

           50,250 

          129,765 

 - 

 (327,082) 

 (147,067) 

of year























Movements during the 

 - 

 - 

 - 

 (77,156) 

 (77,156) 

period (Cumulative)























Balance at end of period

           50,250 

          129,765 

 - 

 (404,238) 

 (224,223) 





































(The condensed consolidated statements of changes in equity should be read in conjunction with the Annual Financial Report for the 











year ended 30th September 2001).























MGR CORPORATION BERHAD




















Condensed Consolidated Balance Sheets






As at 30 September 2002





























Quarter ended

Year ended




30 Sept 2002

30 Sept 2001




(RM'000)

(RM'000)
















Property, Plant & Equipment

 - 

           27,838 









Intangible Assets

 - 

 - 









Investments in Associate and Joint Ventures

 - 

 - 









Other Investments

 - 

 - 









Current Assets






     Assets held for sale

             10,855 

           10,414 


     Inventories

                 626 

                864 


     Debtors

              1,862 

             2,736 


     Cash & Cash Equivalents

              1,576 

                  23 




             14,919 

           14,037 









Current Liabilities






     Trade & Other Creditors

             53,584 

           38,160 


     Overdraft & Short Term Borrowings

           234,270 

          226,918 


     Taxation

              1,030 

             1,020 




           288,884 

          266,098 









Net Current Liabilities

 (273,965) 

 (252,061) 




 (273,965) 

 (224,223) 









Share Capital

             50,250 

           50,250 


Reserves

 (324,215) 

 (274,473) 


Shareholders' Fund

 (273,965) 

 (224,223) 


Minorities Interest

 - 

 - 


Long Term Liabilities

 - 

 - 


     Borrowings

 - 

 - 


     Bonds (Debt securities)

 - 

 - 


     Other deferred liabilities

 - 

 - 




 (273,965) 

 (224,223) 
















(The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual 






 Financial Report for the year ended 30 September 2001)













MGR CORPORATION BERHAD





























Condensed Consolidated Income Statements









For the quarter ended 30 September 2002































2002

2001

2002

2001



Current

Comparative

12 month

12 month



qtr Ended

qtr Ended 

Cumulative

Cumulative



30 Sept 

30 Sept

to date

to date



(RM'000)

(RM'000)

(RM'000)

(RM'000)





















Revenue

             35 

         1,027 

             35 

       28,882 











Operating Expenses

 (2,595) 

 (46,339) 

 (31,116) 

 (94,467) 











Other Operating









Income

           227 

         1,696 

         1,913 

         6,434 











Profit / (Loss) from Operations

 (2,333) 

 (43,616) 

 (29,168) 

 (59,151) 











Finance Cost

 (5,693) 

 (2,192) 

 (20,574) 

 (18,005) 











Investing Results

 - 

 - 

 - 

 - 











Profit / (Loss) before Tax

 (8,026) 

 (45,808) 

 (49,742) 

 (77,156) 











Taxation

 - 

 - 

 - 

 - 











Profit / (Loss) after Tax

 (8,026) 

 (45,808) 

 (49,742) 

 (77,156) 











Minority Interest

 - 

 - 

 - 

 - 











Net Profit / (Loss) for the 

 (8,026) 

 (45,808) 

 (49,742) 

 (77,156) 

Period





















 (Cent) 

 (Cent) 

 (Cent) 

 (Cent) 











EPS - Basic

 (15.97) 

 (91.16) 

 (98.99) 

 (153.54) 











        - Diluted

















































(The Condensed Consolidated Income Statements should be read in conjunction with the Annual









Financial Report for the year ended 30th September 2001)



















MGR Corporation Berhad





Condensed Consolidated Cash Flow Statements For The Quarter Ended 30 September 2002













2002

2001



12 month ended

12 month ended



30 September

30 September



(RM'000)

(RM'000)













Net Loss before tax

                   (49,742)

                   (77,156)

Adjustment for non-cash flow :-











Non-cash items

                      27,398 

                    39,057 

Non-operating items

                      20,561 

                    18,003 







Operating loss before changes in working capital

                     (1,783)

                   (20,096)







Changes in working capital





Net change in current assets

                        1,109 

                    26,428 

Net change in current liabilities

                      (5,091)

                   (13,663)







Net cash flow from operating activities

                     (5,765)

                     (7,331)







Investing Activities





- Equity investments

 - 

 - 

- Other investments

 - 

                      2,048 

- Disposal of property, plant and equipment

                             15 









Net cash flow from investing activities

                             15 

                      2,048 







Financing Activities





- Transactions with owners as owners

 - 

 - 

- Bank borrowings

 - 

                        (355)

- Debt securities issued

 - 

 - 









 - 

                        (355)







Net change in Cash & Cash Equivalents

                     (5,750)

                     (5,638)







Cash & Cash Equivalents at beginning of year

                    74,928)

                   (69,290)







Cash & Cash Equivalents at end of year

                   (80,678)

                   (74,928)







(The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial





Report for the year ended 30th September 2001).





