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Notes to the interim financial report

1.
Basis of preparation

The interim financial report is audited and has been prepared in accordance with MASB 26, “Interim Financial Reporting” and para 9.22 Appendix 9B of KLSE Listing Requirement.


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2002.


The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 January 2002 except for:-

a)
Treatment of Gas Malaysia Sdn Bhd as a subsidiary

In previous financial years, Gas Malaysia Sdn Bhd (Gas Malaysia) has been treated as an associate on the basis of the Group’s 41.8% effective interest. Review of the Memorandum of Articles of Association of the Company confirms that the Group has control to govern its financial and operating policies and account it as a subsidiary. Given that the control existed in prior years, the effect of the change from associate to a subsidiary has been shown as a prior year adjustment. 

b)
Adoption of MASB 19, Events After the Balance Sheet Date for the treatment of proposed dividend. 

c)
Recomputation of Minority Interest


During the financial year, the Group reclassified RM10 

million from minority interest to Group reserves after carrying out a recomputation of its minority interest.


d)
Foreign exchange



During the financial year, the Group reclassified RM53.3 million of foreign currency translation differences from retained earnings and non distributable capital reserves to foreign exchange reserves. 



The effect of the changes in note 1(a),(b),(c) and (d) is disclosed below:

	
	
	Prior Year Adjustment
	

	
	As previously reported

31/01/2002
	Effect of 

change in accounting treatment

(a)
	Proposed dividends

(b)
	Over

statement of

Minority Interest

(c)
	Reclassi-fication

(d)
	As restated

31/01/2002

	Balance Sheet:
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Property, plant &     

 equipment
	  419,259
	331,698
	-
	-
	-
	  750,957

	Non current    

 assets
	1,361,832
	(65,761)
	-
	-
	-
	1,296,071

	Current assets
	  829,363
	98,985
	-
	-
	-
	  928,348

	Less: Current    

      liabilities
	
  311,416
	69,450
	(12,040)
	-
	-
	  368,826

	
	2,299,038
	
	
	
	
	2,606,550

	Share capital 
	   83,614
	-
	-
	-
	-
	   83,614

	Share premium
	  487,129
	-
	-
	-
	-
	  487,129

	Retained earnings
	  217,556
	-
	12,040
	10,000
	25,199
	  264,795

	Foreign exchange 

 reserve
	-
	-
	-
	-
	(53,308)
	   (53,308)

	Non Distributable 

 capital reserves
	  205,750
	-
	-
	-
	105,351
	  311,101

	Distributable  

 capital reserves
	  997,230
	-
	-
	-
	(77,242)
	  919,988

	Revaluation 

 reserve
	   30,139
	-
	-
	-
	-
	   30,139

	Minority Interest
	  172,013
	154,746
	-
	(10,000)
	-
	  316,759

	Non current   

 liabilities
	  105,607
	140,726
	-
	-
	-
	  246,333

	
	2,299,038
	
	
	
	
	2,606,550



e)
Adoption of goodwill policy on acquisition of subsidiaries (see Note 11)



Goodwill on acquisition of subsidiaries are amortised using the straight line method over its estimated useful life. 



The goodwill policy on acquisition of associate remains unchanged as in the previous year.

2.
Audit qualification

The auditors’ opinion on the Group’s financial statements for the year ended 31 January 2002 was not qualified.

3.
Seasonal or cyclical factors

The Group’s operations have not been affected by seasonal or cyclical factors.

4.
Unusual items


There were no unusual items affecting assets, liabilities, equity, net income or cashflow during the financial year under review because of their nature, size or incidence.
5.
Changes in estimates

There were no material changes in estimates for the financial year ended 31 January 2003.

6.
Debt and equity securities

The Company issued 285,270,000 new ordinary shares at RM0.10 each at an issue price of RM3.00 per ordinary share on 20th December 2002 to part finance the purchase consideration for the acquisition of Pelabuhan Tanjung Pelepas Sdn Bhd (PTP).  These shares rank pari passu in all aspects with the existing ordinary shares at the Company except that the shares do not rank for the interim dividends declared during the financial year.


Other than the above, there is no cancellation, repurchases, resale and repayment of debt and equity securities during the financial year.

7.
Dividend paid

	
	RM’000

	Ordinary
	

	  Final paid:  
	

	  2002 – 2 sen per share, less 28% tax
	12,040



	  Interim paid:
	

	  2003 – 1 sen per share, less 28% tax
	 6,020

	
	18,060



The 285,270,000 new ordinary shares of RM0.10 each issued during the financial year did not rank for the interim dividend declared on 26th September 2002 (see Note 6).
8.
Segment Reporting


The Group’s segmental report for the financial year to-date are as follows:-

	
	Infrastructure
	Utilities
	Engineering
	Manufacturing
	Investments
	Others
	Total

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

	Revenue
	
	
	
	
	
	
	

	Total
	   47,209
	436,974 
	 221,396
	    37,473
	 139,459
	   3,401
	 885,912

	Inter  segment
	        -
	      -
	 (44,432)
	        -
	(111,597)
	      -
	(156,029)

	External
	   47,209
	436,974 
	 176,964
	    37,473
	   27,862
	   3,401
	 729,883

	Results
	
	
	
	
	
	
	

	Segment

  profit/(loss)
	   13,367
	  52,496
	   14,755
	      5,226
	    9,687
	  (2,790)
	   92,741

	Interest Income
	
	
	
	
	
	
	   19,233

	Finance cost
	
	
	
	
	
	
	  (42,730)

	Share of results of

  associated  companies
	       
	134,204
	    1,299
	    15,148
	      (804)
	
	 149,847

	Non operating items
	
	
	
	
	
	
	     3,086

	Profit before taxation
	
	
	
	
	
	
	 222,177

	Taxation
	
	
	
	
	
	
	  (68,256)

	Profit after  taxation 
	
	
	
	
	
	
	 153,921

	Minority interest
	
	
	
	
	
	
	  (43,057)

	Net profit for the  year
	
	
	
	
	
	
	 110,864


9.
Property, plant and equipment

Certain group properties were revalued in the past. These revaluations have been brought forward without subsequent revaluations.

10.
Events subsequent to the balance sheet date
There are no material events subsequent to the financial year ended 31 January 2003 that have not been reflected in the interim financial report at the date of this report.

11.
Changes in composition of the Group
a)
On 10 December 2002, the Company completed its acquisition of 50.1% equity interest in Pelabuhan Tanjung Pelepas Sdn Bhd (PTP). The purchase consideration for the acquisition is as follows:-

· Cash consideration of RM750,000,000.

· 285,270,000 new ordinary shares of RM0.10 each of the Company at an issue price at RM3.00 each.


The effect of the acquisition on the Group’s financial results and cash flows during the year and financial position at year end are as follows:-


RM’000


i)
Decrease in the Group’s net profit for the year



ended 31 January 2003
(6,300)


ii)
Net cash outflow on acquisition:




Total purchase consideration
1,605,810




Purchase consideration discharged by 




  shares issued
 (855,810)




Portion discharge by cash
750,000




Expenses directly attributable to the




  acquisition, paid in cash
19,812




Less: Cash and cash equivalent of 




       subsidiary acquired



        
 (202,470)

Cash outflow on acquisition 
  567,342

iii)
Changes in financial position as at 31 January 2003:

Carrying amount of assets and liabilities 

 acquired as at 31 January 2003
RM’000


Property, plant and equipment
2,135,665


Current assets
264,494


Current liabilities
(115,986)


Non current liabilities
(2,338,393)



(54,220)

Minority interest
    27,056
Net liabilities acquired
   (27,164)

Goodwill
1,813,787

Less: amortisation
   (2,907)



1,810,880


1,783,716

b)
On 23 October 2002, a 75% owned subsidiary, MMC Engineering Group Berhad (MMCE) announced that it has on 18 October 2002 entered into a joint venture (JV) agreement with Impian Jitu Sdn Bhd to form a joint venture company (JV Co). The salient terms of the JV agreements are as follows:-

-
Investment amount by MMCE:RM10 million.

-
Respective parties’ interest in the JV Co:



MMCE
:
20%



Impian Jitu Sdn Bhd
:
80%

-
Paid-up capital of the JV Co : RM50 million

-
MMCE’s source of funding : internally generated funds.

The principal activity of the JV Co is to develop a public light rail system with intention to design and build urban transportation system in Malaysia.

The JV investment will not have any effect on the share capital of MMCE and will not have any material impact on the net tangible assets and earnings of MMCE Group for the financial year ended 31 January 2003.

12.
Changes in contingent liabilities

a)
The Australian tax authority has indicated that a subsidiary, Golden Solitaire (Australia) B.V., may be subjected to a capital gains tax liability of RM230 million in respect of a disposal of shares in 1998.  The issue arises as a result of a change in foreign tax legislation around the time of the disposal.


No provision has been made in the financial statements as the Group has received further legal advice to confirm that any gain should be protected from taxation by the operation of a tax treaty and that the disposal should not be subject to capital gains tax.

b)
During the financial year to-date, a subsidiary, MMC Engineering Group Berhad (MMCE), issued a parental guarantee amounting to RM36.3 million. The subsidiaries and joint venture of MMCE also had bank guarantee issued to their clients for RM59.3 million.

Other than the above, contingent liabilities may arise from matters disclosed in note 24.

13.
Capital commitments


Capital commitments not provided for in the financial statements are as follows:




RM’million


Property, plant and equipment:



Authorized but not contracted for

317



Contracted but not provided for in the




financial statements

 63





380

Investments:



Contracted but not provided for in the




financial statements

515






515





895

Additional information required by the KLSE’s Listing Requirements

14.
Review of performance

a)
Group profit before tax for the quarter ended 31 January 2003 was higher by RM89.3 million compared to the quarter ended  31 January 2002. This was mainly due to non-operating items of RM103.2 million arising mainly from loss on deconsolidation of a subsidiary for the financial year ended 31 January 2002.

b)
Group profit before tax for the year ended 31 January 2003 decreased marginally to RM222.2 million from RM228.8 million in the previous year. Lower profit in the current year was mainly due to higher finance cost and reduced contribution from utilities division.   

15.
Variation of results against preceding quarter


The Group recorded profit before tax of RM49.0 million for the current quarter compared to RM54.8 million [after effect of prior year adjustment – as disclosed in Note 1(a)] in the preceding quarter. The lower profit in the current quarter was due to the non-operating charge of RM7.4 million arising from impairment losses in investments.
16.
Current prospects


The Board expects the Group operating results for the next financial year ending 31 January 2004 to be lower than those achieved in 2002/2003 following the full year consolidation of Pelabuhan Tanjung Pelepas (PTP) results as the Group’s investment in PTP has a long gestation period.

17.
Profit forecast
The profit before tax for the financial year ended         31st January 2003 is RM66.7 million (43%) higher than the forecast in the shareholders’ circulars dated 4 October 2002.  This was mainly due to:

a)
higher profit of RM28.5 million arising from the change in accounting treatment of Gas Malaysia (i.e. from associate to subsidiary)[see Note 1(a)].

b)
lower operating expenditure incurred by Engineering & Construction Division.

c)
improved contributions from Malaysia Smelting Corporation by RM7.4 million and Malakoff Berhad by RM6.8 million.

d)
higher interest income by RM3.2 million and lower interest expense by RM6.2 million at the holding company.

The profit after tax and MI for the year is RM33 million higher than the forecast results. Higher profit is as explained in Note 17(b), (c) and (d).

18.
Tax expense


 3 months ended
12 months ended


   31 January
  31 January


2003
2002
2003
2002


RM’000
RM’000
RM’000
RM’000

Current tax expense

-
current
  
(852)
 2,722
(17,958)
(17,663)

-
prior year
3,776
   -

7,591
-

Deferred tax expense

- current


(11,719)
(9,287)
(11,719)
(9,287)

- prior year

    864
 
559

1,276
  3,451 





(7,931)
(6,006)
(20,810)
(23,499)

Tax expense on share of 

 profit of associates
(10,204)
(11,613)
(47,446)
(41,881)

 



(18,135)
(17,619)
(68,256)
(65,380)

The high taxation charge for the share of results of associated companies is mainly because certain expenses are disallowed for tax purposes.

19.
Unquoted investments and landed properties


There were no profits on sale of unquoted investments and properties as there were no disposals during the current financial year.

20.
Quoted investments

a)
i.
During the financial year, the following quoted shares were acquired.

	
	3 months ended

31 January 2003
	12 months ended

31 January 2003



	IJM Corporation

 Berhad           
	
	

	Cost              (RM’000)
	     2,991
	      4,552

	Number of ordinary

 Shares             (’000)

   
	       653
	        995

	Malakoff Berhad   
	
	

	Cost              (RM’000)
	       -  .
	     12,741



	Number of ordinary

 Shares             (’000)   
	       -  .    
	      3,900





ii.
Disposal of quoted securities during the financial year to-date:


3 months ended
12 months ended




31 January 2003
31 January 2003




RM’000
  RM’000



Sale proceeds
 -  

25,836



Cost of investment
   -  

( 8,383)



Gain on disposal
   -  

 17,453
b)
Investments in quoted shares as at 31 January 2003:




At

At




At Cost
Book Value
Market Value



 RM’000
 RM’000
RM’000


Quoted in Malaysia


- Associated companies
834,765
834,765
926,326


- Other investments
  259,841
  259,841
  650,997



1,094,606
1,094,606
1,577,323

Quoted outside Malaysia



- Other investments
   13,172
   13,172
5,345


- Impairment losses
   (7,827)
   (7,827)
    -
   



    5,345
    5,345
   5,345


Total quoted investments
1,099,951
1,099,951
1,582,668
21.
Status of corporate proposal announced
a)
On 16 September 2002, Tronoh Mines Malaysia Berhad (TMMB), a 52.3% owned subsidiary company, had submitted an application to the Securities Commission (“SC”) and the relevant authorities in relation to the proposed acquisition of approximately 19.58% equity interest and approximately 19.87% of existing unexercised warrants in IJM Corporation Berhad, proposed acquisition of the entire issued and share capital of Zelan Holdings (M) Sdn Bhd (“Zelan”), proposed rights issue of 154,736,775 new TMMB shares, proposed placement of 5,463,489 TMMB shares by MMCB, Straits Trading Co.Ltd and the vendors of Zelan and proposed increase in the authorised share capital of TMMB from RM100 million to RM400 million.  The corporate exercises are collectively referred to as the Proposal.


The Foreign Investment Committee (“FIC”) had via its letter dated 22 November 2002 stated that it had no objections to the Proposal while the SC had on 10 March 2003 approved the Proposal.

b)
MMC Engineering Group Berhad’s (“MMCEG”) proposed rights issue exercise of 31,630,893 new ordinary shares of RM1.00 each on the basis of one (1) rights share for every one (1) existing ordinary share held (“Proposed Rights Issue”) was announced on 4 October 2002.  However, the Proposed Rights Issue was subsequently aborted on 22 January 2003 by MMCEG after taking into account the Notice of Voluntary Offer served by MMCB on 17 January 2003.


On 17 January 2003, MMCB served a Notice of Voluntary Offer to the Board of Directors of MMCEG to acquire all the remaining 7,910,268 ordinary shares of RM1.00 each in MMCEG, representing approximately 25.01% of the issued and paid-up share capital of MMCEG as at 17 January 2003, which are not already held by MMC. The Voluntary Offer will be satisfied by cash payment of RM4.30 for every one (1) existing share of RM1.00 each in MMCEG or the issuance of two (2) new ordinary shares of RM0.10 each in MMC for every one (1) existing ordinary share of RM1.00 each in MMCEG. The FIC had via its letter dated 7 March 2003 stated that it had no objections to the Voluntary Offer. The Voluntary Offer is conditional upon approvals being obtained from the SC, shareholders of MMC at the forthcoming EGM and the KLSE for the listing of and quotation for new MMC shares arising from the Voluntary Offer.

22.
Borrowings




31 January 2003




 RM’000


Current



-
Short term loans
-
secured

  19,000



-
Revolving credit
-
unsecured
   
74,000


-
Bank overdraft 
-
unsecured

      365







  
 93,365


Non-current



-
Term loans – secured

2,980,924



-
Redeemable convertible




  subordinated loans -unsecured
  
336,769


-
Finance lease liabilities –secured
      940





3,318,633


Included in the trade and other payables is the finance lease liabilities (secured) of RM1.4 million.

23.
Off Balance Sheet financial instruments

During the financial year to-date, the Group did not enter into any material contracts involving off balance sheet financial instruments.

24.
Changes in material litigation

a)
On 4 April 2002, Tri-Steel Engineering Services Sdn Bhd (Tri-Steel) made a claim of approximately RM2.47 million against one of MMC Engineering Group Berhad’s subsidiary, MMC Engineering Services Sdn Bhd (MMCES) for work performed on the Sultan Salahuddin Abdul Aziz Power Station  Phase 3 project. Tri-Steel is claiming for inter-alia, the retention sum, variation claims and costs incurred by Tri-Steel when the project was undertaken. MMCES has filed its defence and counter claim of approximately RM2.75 million on account of rectification works undertaken as a result of failure by Tri-Steel to complete the works.


The solicitors are of the opinion that there is a fair chance of success in the counter claim.

b)
In 1999, a joint venture involving MMCES had instituted an arbitration proceeding against Pantai Bayu Indah Sdn Bhd (Pantai Bayu) to claim an amount of RM24.3 million and HKD37.7 million for loss, expense and damages as a result of wrongful termination of contract. Pantai Bayu had filed a counter claim of RM56.7 million against the joint venture.


The solicitors are of the opinion that there is a fair chance of success.

c)
On 16 November 2001, Pantai Bayu made an application for an order to establish whether Pantai Bayu has sustained any damage as a result of an ex-parte injunction amounting approximately RM2.5 million. The application was dismissed with costs on 26 June 2002 based on preliminary objection  on the grounds that the mode of application was wrong. Pantai Bayu had made a fresh application (new Originating Summons) on 28 August 2002.


The solicitors are of the opinion that there is a fair chance of success of dismissing the application.

d)
The Company and TMMB have been served with a writ of summons in respect of a claim for specific performance on the sale of shares in which TMMB is one of the shareholders following the non-completion of the sale and purchase agreement for a purchase consideration of RM4.3 million.


No provision has been made in the accounts based on the legal advice received whereby the solicitors are of the view that the Company and TMMB have a fair chance of defending the claim as the sale could not be completed due to non-fulfillment of the condition precedent to the agreement.

e)
A contractor had instituted arbitration proceedings against a subsidiary, Gas Malaysia Sdn Bhd, in relation to a contract for engineering procurement, construction and commissioning of a natural gas distribution system for Phase II (Stage II) of the Petaling Jaya/Segambut/KLCC Project to claim for an amount of RM9.2 million for, amongst others, construction, engineering and prolongation costs.


The subsidiary had filed a counter claim of RM1.7 million against the contractor.


The matter has been part heard and hearing is scheduled to continue tentatively on 25 to 29 August and 15 to 19 December 2003.


Other than the above, there are no material litigations against the Group for the financial year to date and to the date of announcement.

25.
Earnings per ordinary share

a)
Basic Earnings Per Ordinary Share


3 months ended
12 months ended



31.01.03
31.01.02
31.01.03
31.01.02

Net profit for the


  period/year (RM’000)
18,488
 6,351
110,864
165,409


Weighted average number

       of ordinary shares


  in issue (’000)
859,912
836,139
859,912
836,139


Basic earnings per 


  ordinary share (sen)
2.15
0.76
12.89
19.78
b)
Diluted Earnings Per Ordinary Share


Not applicable.

26.
Dividend announcement

a)
A final dividend of 4 sen per share comprising 3 sen per share less 28% tax and 1 sen per share tax exempt has been recommended.   

b)
Previous corresponding period: 2.0 sen per share less 28% tax amounting to RM12.0 million, paid on 12 August 2002.

c)
Total dividend for the current financial year: 5 sen per share comprising 4 sen per share less 28% tax and 1 sen per share tax exempt amounting to RM41.4 million.

Dividend entitlement date 

Notice is also hereby given that the Share transfer books and Register of Members will be closed on 25 July 2003 to determine shareholders entitlement to the dividend payment.

Duly completed transfers received by the Company’s Registrar up to 5.00 pm on 25 July 2003 will be registered before entitlement is determined.  The dividend if approved will be paid on 22 August 2003.

A Depositor shall qualify for entitlement only in respect of:

a)
Shares deposited into the Depositor’s securities account before 12.30 pm on 23 July 2003 in respect of shares which are exempted from Mandatory Deposit;

b)
Shares transferred into the Depositor’s securities account before 12.30 pm on 25 July 2003 in respect of ordinary transfers; and

c)
Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

Shareholders are reminded that pursuant to the Securities Industry (Central Depositories) (Amendment) (No. 2) Act, 1998 which came into force on 1 November 1998, all shares not deposited with Malaysian Central Depository Sdn Bhd by 12.30 pm on 1 December 1998 and not exempted from Mandatory Deposit, have been transferred to the Minister of Finance (MOF).  Accordingly, the dividend for such undeposited shares will be paid to MOF.

By Order of the Board

Elina Mohamed

Muhammad Firdaus Abdullah

Secretaries

Kuala Lumpur

27 March 2003
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