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Notes to the interim financial statements

1.
Basis of preparation

The interim financial statements have been prepared in accordance with MASB 26, “Interim Financial Reporting” and paragraph 9.22 Appendix 9B of the Malaysia Securities Exchange Berhad (“MSEB”)’s 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 28 “Discontinuing Operations”

(iv)
MASB 29 “Employee Benefits”

The effects of adoption of these standards are disclosed in Note 25 to the interim financial statements in relation to MASB 25. The adoption of MASB 27, MASB 28 and MASB 29 have not given rise to any prior year adjustments. 

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 and RM3.2 million gain on dilution of Group’s interest in Tronoh Mines Malaysia Berhad.

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

The Company issued and allotted 1,395,816 new ordinary shares of RM0.10 each at an issue price of RM2.15 per ordinary share on 23 December 2003, pursuant to the Voluntary Offer by the Company to acquire the remaining approximately 2.21% of the entire issued and paid up share capital in MMC Engineering Group Berhad (“MMCEG”). These shares rank pari passu in all respects with the existing ordinary shares of the Company except the shares did not rank for dividend declared in respect of the period prior to the date of issue.  


Other than the above, there were no 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 year ended 31 January 2004 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, was paid on 22 August 2003. 


8.
Segment Reporting


The Group’s segmental report for the current financial year ended 31 January 2004, 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
415,963
407,182
366,586
24,373
86,366
2,254
 1,302,724


Inter segment
-
-
(79,670)
-
(55,456)
-
    (135,126)


______________________________________________________  _


External
415,963
407,182
286,916
24,373
  30,910
2,254
 1,167,598


_____________________________________                 ___

Results


Segment profit/



 (loss)
137,879
63,810
21,776
(182)
19,077  1,787
   244,147
 


Interest income


  



    16,275


Finance cost






  (184,318)


Amortisation of


 goodwill






   (36,102)


Share of results 


 of jointly 


 controlled entities


129



       129


Share of results 


 of associated


 companies
-
144,595   8,053
   17,276
    -
(583)
  169,341


Non operating items
-
-
-
-
10,995
-
     10,995

Profit before


 taxation






   220,467


Taxation






   (75,093)


Profit after


 taxation






   145,374


Minority interest






   (29,223)


Net profit for


 the year






   116,151

The Group’s segmental report for the corresponding financial year ended 31 January 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
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
13,367
52,496
14,755
5,226
9,687 
117 
95,648


Interest income






19,233


Finance cost






(42,730)


Amortisation of


 goodwill






(2,907)


Share of results 


 of associated


 companies
-
118,753  1,299
 13,798
       -   (804) 
133,046


Non operating items
-
-
-
-
3,086
-
  3,086

Profit before


 taxation






205,376


Taxation






(63,742)


Profit after


 taxation






141,634


Minority interest






 (30,960)


Net profit for


 the year






 110,674
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

The Securities Commission (“SC”) had via its letter dated 11 November 2003, approved Berjuntai Tin Dredging Berhad’s (“BTD”) Proposed Restructuring Scheme. 
As part of the SC approval conditions, BDO Binder (“BDO”) had on 18 December 2003 been appointed as the investigative auditor for BTD. The investigative audit report will be duly submitted to the SC in compliance with the SC approval conditions.

The MSEB had on 4 February 2004 approved BTD’s Extraordinary General Meeting (“EGM”) circular. The EGM Circular was dispatched to the shareholders on 6 February 2004. All of the resolutions as set out in the Notice of EGM were duly passed at the EGM held on 5 March 2004.
The Scheme is currently pending the approval of the High Court, on the listing and quotation of the new BTD shares pursuant to the Restructuring Scheme.

11.
Changes in composition of the Group

a)
On 12 December 2003, Tronoh Mines (Malaysia) Berhad (“TMMB”), a 52.3% owned subsidiary, acquired the entire issued and paid up share capital of Zelan Holdings (M) Sdn Bhd, comprising 5,000,000 ordinary shares of RM1.00 each, for a purchase consideration of RM140.0 million.

Following the above exercise, the Company’s shareholding in TMMB is reduced to 39.2% and has diluted the power, directly or indirectly to govern the financial and operating policies of Golden Solitaire (Australia) B. V. (“GSA”) and Associated Mines (Malaya) Sendirian Berhad (“AMM”). The Group considers these companies now to be associates.

The summary of the effects of the deemed disposal of TMMB, GSA and AMM on the financial position of the Group is as follows:



As at date 

 
 of disposal


RM’000

Non current assets
388,699

Current assets
56,013

Current liabilities
(3,047)

Minority interest
(190,879)

Long term liabilities
(25,078)

Net assets disposed at disposal dates
225,708

Increase in capital reserves on gain on dilution

 of interests in TMMB, GSA and AMM 
3,251


228,959

Cash and cash equivalents of 

 TMMB, GSA and AMM
(12,493)

Share of net assets accounted for as 

 associated companies
216,466
The above deemed disposals led to a dilution in interest in the subsidiaries which are now effectively associates.

b)
On 22 December 2003, pursuant to the Voluntary Offer, the Company acquired the remaining 697,908 ordinary shares of RM1.00 each in MMC Engineering Group Berhad (“MMCEG”), representing approximately 2.21% of the issued and fully paid-up share capital of MMCEG. The Company, as at 31 January 2004, held approximately 99.99% of the issued and fully paid-up share capital of MMCEG as further disclosed in Note 21 (a).

The summary of the effects of the increase in the equity interest in MMCEG on the financial position of the Group is as follows:


As at date of

 
 acquisition


RM’000

Non current assets
1,129

Current assets
3,237

Current liabilities
(2,765)
Group share of net assets
1,601

Minority interest
(355)

Goodwill on acquisition
1,755

Cost of acquisition
3,001

Total purchase consideration
3,001

Purchase consideration discharged by 

 issuance of shares
(3,001)

Net cash flow on increase in the equity 

 interest in MMCEG  
Nil

c) 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 (“the Double Tracking Project”) pursuant to the Letter of Award dated 21 October 2003 issued by the Government of Malaysia (“Government”). 

However, the Company had announced on 27 January 2004, that the Company has received a letter from the Government informing the Company that the Government has decided to postpone the implementation of the Double Tracking Project to a later date. 

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 notices of assessment to the Company, its subsidiaries and associates, including Tronoh Mines Malaysia Berhad, Anglo-Oriental (Annuities) Sdn Bhd, Golden Solitaire (Australia) B.V. and Anglo-Oriental (Nominees) Australia Pty Ltd, indicating that the Company, its respective subsidiaries and associates are subject to capital gains tax liability of AUD130,654,897 and a general interest charge liability (as at the date of the notices of assessment) of AUD61,670,379 in aggregate in respect of disposal of shares in  Australian subsidiaries in 1998 and 2001. Notices of objection have been filed. The assessments have been made as a result of the Australian tax authority's interpretation of a tax treaty and/or a change in foreign tax legislation around the time of the relevant disposals. 
On advice by legal counsel, no provision has been made in the financial statements, as the gain should be protected from taxation by the operation of a tax treaty, in the case of non-Australian companies, or by the availability of losses, in the case of Anglo-Oriental (Nominees) Australia Pty Ltd, such that the disposals should not be subject to capital gains tax.

b)
At 31 January 2004, the contingent liabilities in respect of guarantees issued are as follows:

(i)
Bank guarantees issued to third parties by:



 31.1.04
 31.01.03
                         RM million

RM million



Subsidiaries
     
 47.4
48.9



Jointly controlled entities
 -    

10.4



      47.4

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:




 31.1.04
 
RM million

Property, plant and equipment:



Authorized but not contracted for

570



Contracted but not provided for in the




financial statements
      88





658



Investments:



Contracted but not provided for in the




financial statements
       -





658

Group’s share of associates’ capital commitment for

     property, plant and equipment and investment 
   2,103

Additional information required by the MSEB’s Listing Requirements

14.
Review of performance


Group profit before tax for the quarter ended 31 January 2004 was higher by RM86.6 million compared to the corresponding quarter ended 31 January 2003. This is because of improved contribution from infrastructure division (as a results of the recognition of toll compensation receivable from the government), utilities division and the engineering division in relation to the recognition of profit from Stormwater Management and Road Tunnel Project for the first time.


Group profit before tax for the current financial year ended 31 January 2004 was higher by RM15.1 million compared to the corresponding financial year ended 31 January 2003. This is due to improved contribution from infrastructure division, utilities division and engineering division off set by higher interest expense.

15.
Variation of results against preceding quarter


The Group recorded profit before tax of RM130.4 million for the current quarter compared to RM37.3 million in the preceding quarter. This is because of improved contribution from infrastructure division and engineering division in relation to the recognition of profit from Stormwater Management and Road Tunnel Project for the first time.
16.
Current prospects 


Barring any unforeseen circumstances, the Board expects the Group’s operating results for the next financial year to be higher than those achieved in financial year ended 31 January 2004 mainly due to higher contribution from projects that have been initiated and currently on-going.

17.
Profit forecast or profit guarantee


The Group has not provided any profit forecast or profit guarantee in a public document during current financial year.
18.
Tax expense


 3 months ended
12 months ended


 31.1.04  31.1.03      31.1.04  31.1.03


   RM’000   RM’000 
RM’000   RM’000

Current tax expense

-
current
  
(3,061) 
(852)
(14,200)
(17,958)

-
prior year               6,950 
 
3,776       6,950      7,591

Deferred tax expense          

- current

             (17,133)
  (11,719)    (18,471)   (10,633)

- prior year


     -   
  864 

     -   
     -




      (13,244)
(7,931)
(25,721)
(21,000)

Tax expense on share of 

 profit of associates
  (12,432)
 (8,729)
(49,372)
(42,742)




                   (25,676) 
(16,660)  
(75,093)
(63,742)


The effective tax rate 
for the year presented above was higher than the statutory incuome tax rate in Malaysia due to non- allowable expenses.

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

a)
There were no purchases of quoted securities during the quarter under review. 


On 12 December 2003, Tronoh Mines (Malaysia) Berhad (“TMMB”), a 52.3% owned subsidiary, acquired the entire issued and paid up share capital of Zelan Holdings (M) Sdn Bhd, by issuing shares in TMMB. Following the acquisition, the Company’s shareholdings in TMMB has reduced to 39.2% making TMMB an associate of the Company.  By virtue of the dilution of interest in TMMB, two other subsidiaries i.e. Golden Solitaire Australia B.V. and Associated Mines Malaysia Sendirian Berhad which are also subsidiaries of TMMB are now deemed to be associates of the Group. 

b) 
Investments in quoted shares as at 31 January 2004:




At

At




At Cost
Book Value
Market Value



 RM’000
 RM’000
RM’000


Quoted in Malaysia


- Associated companies
973,802
973,802
1,533,267


- Other investments
  255,288
  255,288
  676,951



1,229,090
1,229,090
2,210,218


Quoted outside Malaysia



- Other investments
   31,546
    5,345
    10,695


Total quoted investments
1,260,636
1,234,435
2,220,913

21.
Status of corporate proposal announced
a)
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%.

b)
On 30 January 2004, the Company announced that its 99.99% owned subsidiary, MMCEG had proposed to dispose off a total of 700,000 ordinary shares of RM1.00 each, representing 70% of the issued and paid up share capital of MMC Defence Sdn Bhd for a cash consideration of RM2.835 million.

22.
Borrowings




31.1.04
31.01.03




RM’000
RM’000


Current


- Short term loans – secured
47,980
19,000


- Overdraft – secured
1,396
-



         - unsecured
398
365


- Revolving credits – secured
71,600
9,000






- unsecured
179,723
65,000





301,097
93,365


Finance lease liabilities
       -
1,403



301,097
94,768

Non-current



-
Long-term loans – secured
3,097,934
2,980,924



-
Finance lease liabilities – unsecured
-
940



-
Redeemable convertible




  subordinated loans - unsecured
    263,397
  336,769


3,361,331
3,318,633

	
	USD’000
	RM’000

equivalent

	Bank borrowings denominated in foreign currency
	20,368
	77,459


23.
Off Balance Sheet financial instruments 


On 17 March 2004, MMCEG’s open forward foreign exchange contracts mainly which was committed for Stormwater Management and Road Tunnel Project is as follows:




Contracted
RM’000 


amount ‘000
equivalent



USD
1,215
4,580



EURO
20,924
95,383


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 2004.
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
-
18,614
-
18,614


Deferred taxation 


 Liabilities
56,887
2,019
-
58,906


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


Revaluation reserves
30,139
(2,019)
-
28,120


Retained earnings
357,599
18,614
(1,177)
375,036

26.
Dividend Payable 

An interim dividend has not been declared during the financial period ended 31 January 2004. In the corresponding financial period ended 31 January 2003, the directors declared an interim dividend of 1.0 sen per share, less tax at 28%.

The Directors now recommend the payment of a final dividend comprising 3.0 sen per share, less 28% income tax and 2.0 sen per share, tax exempt on 1,126,613,046 ordinary shares amounting to RM46.867 million which, subject to the approval of members at the forthcoming Annual General Meeting of the Company, will be paid on 29 June 2004 to shareholders registered on the Company’s Register of Members at the close of business on 4 June 2004.

In respect of the financial year ended 31 January 2003, as shown in the Directors’ report of that financial year, the Directors recommended a final dividend of 3.0 sen per share, less 28% income tax and 1.0 sen per share tax exempt on 1,121,409,210 ordinary shares amounting to RM35.56 million.

27.
Earnings per ordinary share

a)
Basic Earnings Per Ordinary Share



Quarter ended
Cumulative 12 months 



31.1.04
31.1.03    31.1.04
31.1.03

Net profit for 


  the period (RM’000)
91,973
18,488
116,151
110,674


Weighted average number

       of ordinary shares






  in issue (’000)
1,125,824
870,248
1,123,711
859,912


Basic earnings per 


  ordinary share (sen)
8.17
2.12       10.34
12.87

b)
Diluted Earnings Per Ordinary Share


Not applicable.

28.
Authorisation for issue
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 24 March 2004. 

By Order of the Board

Elina Mohamed

Muhammad Firdaus Abdullah

Secretaries

Kuala Lumpur

24 March 2004
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