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Notes to the interim financial statements

1.
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with MASB 26, “Interim Financial Reporting” and paragraph 9.22 Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements.


The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 January 2003. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 January 2003.

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 financial year ended 31 January 2003 except for the adoption of these new MASB standards:

(i)
MASB 25 “Income Taxes”

(ii)
MASB 27 “Borrowing Costs”

(iii)
MASB 29 “Employee Benefits”

(iv) MASB 30 “Accounting and Reporting by Retirement Benefit Plans” 

2.
Audit qualification

The auditors’ opinion on the Group’s financial statements for the financial year ended 31 January 2003 was unqualified.

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 cash flows during the financial period under review because of their nature, size or incidence except for RM7.8 million recoveries from a subsidiary under receivership.

5.
Changes in estimates

There were no material changes in financial estimates reported in prior interim periods that would materially affect the current interim period financial statements.

6.
Debt and equity securities

There are no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial period.

7.
Dividend paid


The amount of dividend paid during the financial period ended 31 October 2003 was as follows:


In respect of the financial year ended 31 January 2003 as reported in the directors’ report of that year, a final gross dividend comprising 3.0 sen per share, less 28% taxation and 1.0 sen per share, tax exempt amounting to RM35.6 million, paid on 22 August 2003. 

8.
Segment Reporting


The Group’s segmental report for the current financial period ended 31 October 2003, is 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
296,161
295,575
149,225
20,182
61,691
1,658
824,492


Inter segment
-
-
(59,810)
-
(55,456)
-
  (115,266)


________________________________________________________


External
296,161
295,575
89,415
20,182
  6,235
1,658
709,226


________________________________________________________


Results


Segment profit/



 (loss)
90,710
38,798
(9,683)
78
(9,298)(1,967)
108,638


Interest income






11,908


Finance cost






(135,930)


Amortisation of


 goodwill






(27,010)


Share of results 


 of associated


 companies
-
113,817     -
    11,692
-
(857)
124,652


Non operating items
-
-
-
-
7,825
-
 7,825

Profit before


 taxation






90,083


Taxation






(49,417)


Profit after


 taxation






40,666


Minority interest






 (16,488)


Net profit for


 the period






 24,178

The Group’s segmental report for the corresponding financial period ended 31 October 2002, is as follows:

	
	Infrastructure
	Utilities
	Engineering
	Manufacturing
	Others
	Total

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



Revenue


Total
13,371
369,230
155,395
30,668
8,325
576,989


Inter segment
-
-
(30,084)
-
-
  (30,084)


___________________________________________________


External
13,371
369,230
125,311
30,668
  8,325
546,905


___________________________________________________


Results



Segment profit/(loss)
10,275
37,032
8,433
4,831
(12,162)
48,409


Interest income






13,235


Finance cost






(12,926)


Share of results of


 associated companies
-
91,191   
2,188  
10,250
(845)
102,784



Non operating items






10,467

Profit before taxation






161,969


Taxation






(48,391)


Profit after taxation






113,578


Minority interest






 (22,342)

Net profit for the period





91,236
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
a) The Securities Commission (“SC”) had via its letter dated 11 November 2003, approved Berjuntai Tin Dredging Berhad’s (“BTD”) Proposed Restructuring Scheme. 
The Scheme is currently pending the approvals of the High Court, shareholders of BTD at an Extraordinary General Meeting to be convened, the shareholders of Chip Lam Seng Berhad (“CLS”) at a General Meeting to be convened and the Kuala Lumpur Stock Exchange for the listing and quotation of the new BTD shares pursuant to the Proposed Restructuring Scheme.

b)
On 6 November 2003, the Company entered into a Shareholders’ Agreement with Gamuda Berhad to undertake and implement the Electrified Double-Tracking between Ipoh-Padang Besar and Seremban-Johor Bahru Project pursuant to the Letter of Award dated 21 October 2003 issued by the Government of Malaysia.
c)
On 2 December 2003, the Company entered into an EPC Joint Venture Agreement with Gamuda Berhad to form a 50%-50% interest in an unincorporated joint venture for the purpose of undertaking and implementing the project known as the Stormwater Management and Road Tunnel project as an EPC Contractor. On the same date, MMC Engineering Group Berhad, a subsidiary company, entered into a Deed of Revocation with Gamuda Berhad revoking the joint venture agreement dated 26 July 2002.

d)
As at 5 December 2003, the effective shareholdings in MMC Engineering Group Berhad is approximately 99.99% as disclosed in note 21 (b).
11.
Changes in composition of the Group


On 28 October 2003, Tronoh Mines (Malaysia) Berhad (“TMMB”), a 52.3% owned subsidiary, acquired additional 70,982,534 issued and paid up share capital of IJM Corporation Berhad (“IJM”), representing approximately 18.66% equity interest for a cash consideration of RM351,363,543, making it an associated company, as further disclosed in note 21 (a).

Other than the above, there were no changes in the composition of the Group during the current quarter.

12.
Changes in contingent liabilities or contingent assets

a)
The Australian tax authority has issued the following notices of assessment:

(i) To the Company, indicating that the Company is subject to a total capital gains tax liability of AUD8,461,072 and an  interest liability of AUD331,206 in respect of disposal of shares in 2000 and 2001. 

(ii) To Anglo-Oriental (Annuities) Sdn Bhd (“AOA”), a Malaysian subsidiary of the Group, indicating that AOA is subject to a total capital gains tax liability of AUD25,718,896 and an interest liability of AUD4,209,528 in respect of disposal of shares in 1998 and 2001. 

(iii) To Golden Solitaire (Australia) B.V (“GSA”), an overseas subsidiary of the Group, indicating that GSA is subject to a capital gains tax liability of AUD86,230,150 and interest liability of AUD56,830,372 in respect of disposal of shares in 1998 and an additional tax liability for late lodgement of AUD200.  

(iv) To Tronoh Mines Malaysia Berhad ("TMMB"), a Malaysian subsidiary of the Group, indicating that TMMB is subject to a total capital gains tax liability of AUD443,623 and a total interest liability of AUD299,273 in respect of disposal of shares in 1998. 
(v)
To Anglo-Oriental (Nominees) Australia Pty Limited (“AONA”), an Australian subsidiary of the Group, indicating that AONA is subject to a capital gains tax liability of AUD9,801,155 in respect of disposal of shares in 2001.  

The issues in items (i) to (iv) arise as a result of a change in foreign tax legislation around the time of the disposal of the shares and/or the operation of a tax treaty. The issue in item (v) arises as a result of the Australian tax authority failing to recognise carry forward losses of AONA.

No provision has been made in the financial statements for items (i) to (iv) as the Group has received legal advice to confirm that any gain by non-Australian companies should be protected from taxation by the operation of a tax treaty and by the availability of losses in the case of item (v) such that the disposals should not be subject to capital gains tax. 
b)
At 31 October 2003, the contingent liabilities in respect of guarantees issued are as follows:

(i)
Bank guarantees issued to third parties by:



 31.10.03
 31.01.03
RM million
RM million



Subsidiaries
     
 57.0
48.9



Jointly controlled entities
   8.4

10.4



      65.4

59.3


Bank guarantees issued to customers and utilities suppliers are mainly performance bonds, security deposits and payment guarantees.


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:




 31.10.03
 
RM million

Property, plant and equipment:



Authorized but not contracted for

231



Contracted but not provided for in the




financial statements

95





326


Investments:



Contracted but not provided for in the




financial statements

140





466

Group’s share of associates’ capital commitment for

     property, plant and equipment and investment 
     971

Additional information required by the KLSE’s Listing Requirements

14.
Review of performance


Group profit before tax for the quarter ended 31 October 2003 was lower by RM14.9 million compared to the corresponding quarter ended 31 October 2002. This was mainly due to the interest expense, consolidation of results and goodwill amortisation of Pelabuhan Tanjung Pelepas Sdn Bhd (“PTP”).
15.
Variation of results against preceding quarter


The Group recorded profit before tax of RM37.3 million for the current quarter compared to RM29.7 million in the preceding quarter. This is because of improved contribution from infrastructure and utilities divisions.
16.
Current prospects


The Board expects the Group’s operating results for the current financial year ending 31 January 2004 to be lower than those achieved in financial year ended 31 January 2003 mainly due to the consolidation of PTP’s results as the Group’s investment in PTP has a long gestation period.

17.
Profit forecast or profit guarantee


TMMB published a consolidated profit forecast for the financial year ending 31 January 2004 as part of its circular to its shareholders in respect of the corporate exercise disclosed in Note 21 (a). A comparison of results to the consolidated profit forecast for the financial year ending 31 January 2004 will only be made in the fourth quarter.


No profit guarantee was issued for the current financial period.
18.
Tax expense


 3 months ended
9 months ended


 31.10.03 31.10.02    31.10.03 31.10.02


   RM’000   RM’000 
RM’000   RM’000

Current tax expense

-
current
  
(5,575) 
(1,050)
(11,139)
(15,349)

-
prior year
-
(594)        -
          799

Deferred tax expense

- current


2,143
       -        (1,338)       -

- prior year


   -  
   -  

   -     
  (421)





      (3,432)
(1,644)
(12,477)
(14,971)

Tax expense on share of 

 profit of associates
  (13,649)
 (12,841)
(36,940)
(33,420)




                   (17,081) 
(14,485)  
(49,417)
(48,391)


The effective tax rate 
for the periods presented above was higher than the statutory income tax rate in Malaysia due to losses of subsidiaries that are not available for set off against taxable profits of other subsidiaries and certain expenses which are not deductible for tax purposes.

19.
Unquoted investments and landed properties


There were no sales of unquoted investments and properties for the current financial period under review.
20.
Quoted investments

During the current quarter, TMMB, purchased 70,982,534 additional share capital in IJM representing approximately 18.66% equity interest, for a cash consideration of RM351,492,594.


During the financial period, TMMB, purchased 71,147,534 additional share capital in IJM representing approximately 18.97% equity interest, for a cash consideration of RM352,075,543.

During the current quarter, TMMB, purchased 15,891,828 IJM 2000/2004 warrants representing approximately 25.64% of the existing unexercised IJM warrants, for a cash consideration of RM31,147,983.

During the financial period, TMMB, has received a notice of allotment from IJM for distribution of IJM Plantations Berhad (“IJMP”) ordinary shares at RM0.50 each to the shareholders of IJM on the basis of two (2) ordinary shares in IJMP for every five (5) ordinary shares of IJM held at no cost. Therefore, TMMB has received 28,857,014 IJMP shares for 72,142,534 of IJM shares held by TMMB on 31 October 2003.

There were no disposals of quoted securities for the current financial period under review. 

b) 
Investments in quoted shares as at 31 October 2003:




At

At




At Cost
Book Value
Market Value



 RM’000
 RM’000
RM’000


Quoted in Malaysia


- Associated companies
1,222,670
1,222,670
1,637,605


- Other investments
  255,288
  255,288
  689,259



1,477,958
1,477,958
2,326,864


Quoted outside Malaysia



- Other investments
   31,546
    5,345
    8,023


Total quoted investments
1,509,504
1,483,303
2,334,887

21.
Status of corporate proposal announced
a)
At the Extraordinary General Meeting (“EGM”) of Tronoh Mines Malaysia Berhad (“TMMB”) convened on 24 September 2003, the shareholders of TMMB have approved all the resolutions contained in the Notice of EGM dated 29 August 2003. The Proposed IJM Acquisition, which forms part of the Proposals, was completed on 30 September 2003. Pursuant to the Proposed Rights Issue exercise, TMMB had on 6 October 2003 announced the Notice of Book Closure Date, which falls on 23 October 2003. An Abridged Prospectus was dispatched on 31 October 2003. The approval from KLSE for the listing and quotation of new TMMB Shares pursuant to the Proposals is currently pending.
b)
The Company has received a letter dated 8 December 2003 from Malaysian Central Depository Sdn Bhd informing that the transfer of 697,908 shares of MMC Engineering Group Berhad (“MMCEG”) had been successfully completed, resulting in effective shareholdings in MMCEG of approximately 99.99%.

On 31 July 2003, the Company had been served with an Originating Summons (“OS”) by Chan Kok Keong under Section 34(B) of the SC Act, in respect of the Voluntary General Offer on MMCEG in which he holds 1,000 shares.

The Company has been advised by its solicitors that the claim has no merits and will challenge the claim.
22.
Borrowings




31.10.03
31.01.03




RM’000
RM’000


Current



-
Short-term loans
-
secured
400,574
93,000



-
Finance lease liabilities - unsecured
   46
1,403


-
Bank overdraft -
unsecured
 7,178
   365







  407,798
94,768


Non-current



-
Long-term loans – secured
3,049,242
2,980,924



-
Finance lease liabilities – unsecured
26
940



-
Redeemable convertible




  subordinated loans - unsecured
    336,769
  336,769


 


3,386,037
3,318,633

	
	USD’000
	RM’000

equivalent

	Bank borrowings denominated in foreign currency
	22,752
	87,142


23.
Off Balance Sheet financial instruments


On 5 December 2003, MMCEG’s open forward foreign exchange contracts are as follows:




Contracted
RM’000 


amount ‘000
equivalent



USD
288
1,097



EURO
21,085
94,004

There are no significant credit and market risks posed by the above off balance sheet forward foreign exchange contracts.

There are no cash requirement risks as the Group only uses forward foreign currency contracts as its hedging instrument.


The related accounting policies for the off balance sheet financial instruments are as disclosed in the financial statements for the financial year ended 31 January 2003.

24.
Changes in material litigation

There were no changes in material litigation since the last quarter except 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.

An application to strike out the suit was filed by the Company’s solicitors and the Company was successful in the application. However, this matter is still pending appeal.

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-fulfilment of the condition precedent to the agreement.

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.
Prior Year Adjustments

The prior year adjustments consist of the effect of the implementation of MASB 25 (Note i) and the deconsolidation of a subsidiary (Note ii).







(Note i)
   (Note ii)




  31.01.03 
Effect of

31.01.03




 As previously
change in
Deconsolidation
   As




  reported
 policy
of a subsidiary
restated




   RM’000
 RM’000
     RM’000
 RM’000


Deferred taxation 


 assets
-
11,965
-
11,965


Current liabilities
363,698
-
1,177
364,875


Retained earnings
357,599
11,965
(1,177)
368,387

26.
Comparatives

The comparatives of the Unaudited Condensed Consolidated Income Statement, Unaudited Condensed Consolidated Statement of Changes in Equity and Unaudited Condensed Consolidated Cashflow Statement have been adjusted to account for the change of status of an associate company to a subsidiary as disclosed in the audited financial statement for the year ended 31 January 2003. 

27. Dividend Payable 

An interim dividend has not been declared during the financial period ended 31 October 2003. In the corresponding financial period ended 31 October 2002, the directors declared an interim dividend of 1.0 sen per share, less tax at 28%.
28.
Earnings per ordinary share

a)
Basic Earnings Per Ordinary Share



Quarter ended
Cumulative 9 months 



31.10.03
31.10.02    31.10.03
31.10.02

Net profit for 


  the period (RM’000)
11,532
34,597
24,178
91,236


Weighted average number

       of ordinary shares


  in issue (’000)
1,125,217
836,139
1,122,999
836,139


Basic earnings per 


  ordinary share (sen)
1.02
4.14
2.15
10.91

b)
Diluted Earnings Per Ordinary Share


Not applicable.

By Order of the Board

Elina Mohamed

Muhammad Firdaus Abdullah

Secretaries

Kuala Lumpur

12 December 2003
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