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(Formerly known as Malaysia Mining Corporation Berhad)


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 of the Listing Requirement of Bursa Malaysia Securities Berhad (“Bursa Malaysia”).


The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 January 2004. 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 2004.

Pursuant to the change of year end, comparatives for the current quarter and the cumulative period are not presented for the first year implementation. The individual and cumulative quarters of the preceding year are annexed to this interim report for information purposes.

On 4 June 2004, the Company has changed its name from Malaysia Mining Corporation Berhad to MMC Corporation Berhad.

The accounting policies and methods of computation adopted by the Group in this interim financial statements are consistent with those adopted in the financial statements for the financial year ended 31 January 2004, except for the adoption of the following new MASB standards:

(i) MASB 31 “Accounting for Government Grants and Disclosure of Government Assistance”

(ii) MASB 32 “Property Development Activities”

There are no changes in the accounting policies that affect the net profit or shareholders’ equity of the Group on adoption of these new standards. 

2.
Audit qualification

The auditors’ opinion on the financial statements for the financial year ended 31 January 2004 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 cash flows during the financial period because of their nature, size or incidence, except for the disposal of 32,000,000 Sime Darby Bhd’s Shares for a total cash consideration of RM177,600,000, as disclosed in Note 20. 

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 were 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 30 June 2004 was as follows:


In respect of the financial year ended 31 January 2004 as reported in the Directors’ report of that year, a final gross dividend comprising 3.0 sen per share, less 28% taxation and 2.0 sen per share, tax exempt amounting to RM46.867 million, was paid on 29 June 2004.

8.
Segment Reporting


The Group’s segmental report for the 5 months period ended 30 June 2004 is as follows:

	
	Transport & Logistics
	Energy & Utilities
	Engineering & Construction
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Total
	236,510
	264,110
	     136,874
	16,134
	 653,628

	Inter segment
	-
	-
	(41,154)
	-
	(41,154)

	External
	236,510
	264,110
	      95,720
	16,134
	 612,474

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit/ 

 Loss
	96,450
	35,229
	18,158
	(10,619)
	 139,218

	Interest income
	
	
	
	
	   3,359

	Finance cost
	
	
	
	
	(85,572)

	Amortisation of 

 Goodwill
	
	
	
	
	(15,118)

	Share of results  

 of associated 

 companies
	-
	79,648
	20,363
	18,679
	 118,690

	Share of results  

 of jointly  

 controlled 

 entities
	-
	-
	535
	-
	     535

	Non operating 

 Items
	-
	-
	-
	108,018
	 108,018*

	Profit before 

 Taxation
	
	
	
	
	 269,130

	Taxation
	
	
	
	
	(45,264)

	Profit after 

 Taxation
	
	
	
	
	 223,866

	Minority interest
	
	
	
	
	(31,376)

	Net profit for 

 the period
	
	
	
	
	 192,490

	
	
	
	
	
	



*  Arose from disposal of investment in quoted shares.
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 were no material events subsequent to current interim period.
11.
Changes in composition of the Group

There were no changes in the composition of the Group during the current interim period.

12.
Changes in contingent liabilities or contingent assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet, except for bank guarantees issued as follows:  

(i) Bank guarantees issued to third parties by:

	
	30.06.04
	
	31.01.04

	
	RM million
	
	RM million

	
	
	
	

	Company
	4.6
	
	-

	Subsidiaries
	28.2
	
	47.4

	
	
	
	

	
	32.8
	
	47.4



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


Other than the above, contingent liabilities or contingent assets may arise from matters disclosed in Note 24.

13.
Capital commitments


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




 30.06.04
 
RM million

Property, plant and equipment:



Authorized but not contracted for

749



Contracted but not provided for in the




financial statements
      73





  822

Group’s share of associates’ capital commitment for

     property, plant and equipment and investment 
   1,881

Additional information required by the Bursa Malaysia Listing Requirements

14.
Review of performance


Group profit before tax for the current quarter and 5 months period ended 30 June 2004 was RM103.5 million and RM269.1 million respectively. This emanates mainly from contribution from transport and logistics division, energy and utilities division and capital gain from disposal of investment in quoted shares by a wholly owned subsidiary.
15.
Variation of results against preceding quarter


The Group recorded profit before tax of RM103.5 million for the current quarter ended 30 June 2004 compared to RM165.6 million in the preceding two months period from 1 February 2004 to 31 March 2004. This is mainly due to capital gain from disposal of investment in quoted shares by a wholly owned subsidiary recognised in preceding quarter.

16.
Current prospects 


Barring any unforeseen circumstances, the Board expects the Group’s operating results for the current financial period ending 31 December 2004 to be higher than those achieved in financial year ended 31 January 2004 mainly due to improved contribution from operations and capital gain from disposal of investment in quoted shares. 

17.
Profit forecast or profit guarantee


The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and shortfall in profit guarantee are not applicable.

18.
Tax expense
	

	3 months ended
	
	Cumulative 5

 months ended

	
	30.06.04
	
	30.06.04

	
	RM’000
	
	RM’000

	
	
	
	

	Current tax expense
	
	
	

	 -  current
	(4,289)
	
	(6,635)

	
	
	
	

	Deferred tax expense
	
	
	

	 -  current
	(3,881)
	
	(5,631)

	
	
	
	

	
	(8,170)
	
	(12,266)

	Tax expense on share of
	
	
	

	 profit from associates
	(18,839)
	
	(32,998)

	
	(27,009)
	
	(45,264)



The effective tax rate 
for the current and cumulative period were lower than the statutory income tax rate in Malaysia mainly due to capital gain from disposal of quoted shares not being subject to income tax and the utilisation of brought forward capital allowances.

19.
Unquoted investments and landed properties


There was no sale of unquoted investments and no recognition of profit or loss on sale of properties during the financial period.

20.
Quoted investments

a)
There were no purchases of quoted securities during the current interim period. 


During the financial period, Anglo Oriental (Annuities) Sdn Bhd, a wholly-owned subsidiary, disposed 32,000,000 ordinary shares of RM0.50 each in Sime Darby Berhad, representing 1.38% of the equity interest in Sime Darby Berhad for a total cash consideration of RM177,600,000, realising a gain on disposal of RM108,018,000.

b) 
Investments in quoted shares as at 30 June 2004:

	
	At Cost
	
	At

Book Value
	
	At

Market Value

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Quoted in Malaysia
	
	
	
	
	

	- Associated companies
	973,802
	
	973,802
	
	1,736,424

	- Other investments
	188,863
	
	188,863
	
	505,505

	
	1,162,665
	
	1,162,665
	
	2,241,929

	
	
	
	
	
	

	Quoted outside Malaysia
	
	
	
	
	

	- Other investments
	31,546
	
	5,345
	
	4,146

	Total quoted investments
	1,194,211
	
	1,168,010
	
	2,246,075


21.
Status of corporate proposal announced 
a) On 24 April 2004, Kramat Tin Dredging Berhad (“KTD”) entered into a restructuring agreement with Prudent Location Sdn Bhd (“Prudent”), SP Setia Berhad, Putrajaya Holdings Sdn Bhd, Abad Kilat Sdn Bhd and Kelana Ventures Sdn Bhd (“KVSB”) in relation to the proposed acquisition of Setia Putrajaya Sdn Bhd, proposed acquisition of KVSB land, proposed acquisition of KTD by Prudent, proposed placement of Prudent shares and the proposed transfer of listing status of KTD to Prudent (“Proposals”). The proposals will be implemented by a scheme of arrangement pursuant to section 176 of the Companies Act, 1965.

The application to the relevant authorities in respect of the Proposals are currently pending.

On 10 June 2004, an application was made to Bursa Malaysia Securities Berhad (“Bursa Malaysia”) for an extension of time for KTD to submit the Proposals to the relevant authorities. The approval for the extension of time until 24 September 2004 for KTD to submit its Proposals was obtained from Bursa Malaysia via its letter dated 4 August 2004. 

The details on the corporate exercise above are set out in the announcement made by KTD to Bursa Malaysia on 24 April 2004. 

b) The Share Sale Agreement dated 26 May 2003 between Integrated Rubber Corporation Berhad (“IRCB”) and Chip Lam Seng Berhad, which includes supplementals thereto, was completed on 22 July 2004.

Pursuant to the Proposed Debt Conversion exercise, MMC was allotted 44 million IRCB shares of RM0.50 par value each in satisfaction of debt owed by IRCB to MMC as at 19 May 2003.

The Prospectus for the Restricted Offer for Sale (“ROFS”) and Offer for Sale (“OFS”) was despatched on 26 July 2004.  The closing date for the ROFS and OFS was 13 August 2004.

The completion of the Restructuring Scheme is pending listing of the IRCB shares which, subject to the approval of Bursa Malaysia, is targeted for 2 September 2004.
c) Shareholders approval was obtained on 28 May 2004 for the Company to dispose the remaining 91,082,047 Sime Darby Berhad shares to buyer(s) to be identified at a later date, for cash via direct business transaction through Bursa Malaysia.

The proposal is pending implementation.

d)
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. On 31 May 2004, MMCEG and the purchaser, Etika Strategi Sdn. Bhd., had mutually agreed to extend the timeframe for the fulfilment of the conditions precedent stipulated in the share sale agreement dated 30 January 2004 for a further period of 3 months from 28 May 2004. The proposed disposal shall be completed after the expiry of 14 days from the fulfilment of the said conditions precedent or such further extension thereof.

22.
Borrowings




30.06.04
31.01.04




RM’000
RM’000


Current


- Short term loans – secured
39,064
47,980


- Overdraft – secured
1,552
1,396



         - unsecured
46,761
398


- Revolving credits – secured
89,000
71,600






- unsecured
197,000
179,723





373,377
301,097

Non-current



-
Long-term loans – secured
2,931,937
3,097,934




3,305,314
3,399,031

 
 -
Redeemable convertible




  subordinated loans - unsecured
    263,397
    263,397



	
	USD’000
	RM’000

equivalent

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


23.
Off Balance Sheet financial instruments 


The position of forward foreign exchange contracts of Tepat Teknik Sdn Bhd (a 70% owned subsidiary of MMC Engineering Group Bhd) as at 19 August 2004, is as follows:




Contracted
RM’000 


amount ‘000
equivalent



USD
1,302
4,969

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 to manage exposure in foreign currency exchange rates.


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 

A subsidiary has commenced arbitration proceedings against Gold Bridge Engineering and Construction Berhad for liquidated and ascertained damages amounting to RM7 million together with interest accrued thereon and costs.

With exception to the above, there were no changes in material litigation, including the status of pending material litigation in respect of the Company and its subsidiaries since the last annual balance sheet date as at 31 January 2004 as disclosed in the annual report of the Company for the financial year ended 31 January 2004.
25.
Dividend Payable 

No dividends have been recommended by the Directors for the current financial period ended 30 June 2004. No dividends were declared by the Directors for the corresponding financial quarter ended 30 June 2003. 

26.
Earnings per ordinary share

a)
Basic Earnings Per Ordinary Share

	
	3 months ended
	
	Cumulative

 5 months

	
	30.06.04
	
	30.06.04

	
	
	
	

	Net profit for
	
	
	

	  the period (RM’000)
	56,211
	
	192,490

	Weighted average number
	
	
	

	  of ordinary shares
	
	
	

	  in issue (’000)
	1,126,613
	
	1,126,613

	Basic earnings per
	
	
	

	  ordinary share (sen)
	4.99
	
	17.09


b)
Diluted Earnings Per Ordinary Share


Not applicable.

27.
Authorisation for issue
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution by the Directors on 26 August 2004. 

By Order of the Board

Elina Mohamed

Secretary

Kuala Lumpur

26 August 2004
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