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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 Securities”).


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 of implementation. The individual and cumulative quarters of the preceding year are annexed to this interim report for information purposes.

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 opinion of the auditors on the financial statements for the financial year ended 31 January 2004 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 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 current quarter and financial period, except for the Debt Programmes of a 41.2% subsidiary, Gas Malaysia Sdn Bhd that has been approved by the Securities Commission on 9 June 2004. The Debt Programmes consist of RM700.0 million nominal amount of Islamic Private Debt Issuance Programme comprising of RM200.0 million Al-Murabahah Commercial Papers/Medium Term Notes Programme and RM500.0 million Al-Murabahah Medium Term Notes Programme with a maximum tenure up to 9 June 2011 and 9 June 2014 respectively.

7.
Dividend paid


The amount of dividend paid during the financial period ended 30 September 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 8 months period ended 30 September 2004 is as follows:

	
	Transport & Logistics
	Energy & Utilities
	Engineering & Construction
	Others
	Total

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

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	Total
	360,457
	458,979
	    182,812
	24,668
	 1,026,916

	Inter segment
	-
	-
	(57,475)
	-
	(57,475)

	External
	360,457
	458,979
	      125,337
	24,668
	 969,441

	
	
	
	
	
	

	Results
	
	
	
	
	

	Segment profit/ 

 Loss
	146,380
	65,450
	20,462
	(173)
	 232,119

	Interest income
	
	
	
	
	  5,059

	Finance cost
	
	
	
	
	 (131,443)

	Amortisation of 

 Goodwill
	
	
	
	
	(24,191)

	Share of results  

 of associated 

 companies
	-
	126,247
	29,236
	31,322
	 186,805

	Share of results  

 of jointly  

 controlled 

 entities
	-
	-
	715
	-
	715

	Non operating 

 Items
	-
	-
	-
	99,478
	99,478*

	Profit before 

 Taxation
	
	
	
	
	 368,542

	Taxation
	
	
	
	
	(76,157)

	Profit after 

 Taxation
	
	
	
	
	 292,385

	Minority interest
	
	
	
	
	(50,444)

	Net profit for 

 the period
	
	
	
	
	 241,941

	
	
	
	
	
	



*  Arose mainly from gain on 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 
On 7 October 2004, D.V. Research Sdn Bhd, a wholly owned subsidiary, having an issued and paid-up share capital of RM2.00, was dissolved pursuant to section 272(5) of the Companies Act 1965.

The effect of the dissolution of the subsidiary on the financial position of the Group is not material.


Other than the above, there were no material events subsequent to the end of 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 except for the following:

a) On 17 August 2004, Amalan Rantau Sdn Bhd, a wholly owned subsidiary, acquired additional 1,192,250 share capital, representing 9.5% equity stake in Seginiaga Rubber Industries Sdn Bhd (“SRI”), for a total cash consideration of RM1.550 million. Pursuant to the acquisition, the Group’s effective interest in SRI is now 75.6%.

The summary of the effects of the acquisition of the subsidiary on the financial position of the Group is as follows:

The provisional fair value of net assets acquired:

	
	As at date of acquisition

	
	(RM’000)

	Non current assets
	1,665

	Current assets
	1,578

	Current liabilities
	(764)

	Non current liabilities
	(48)

	Group share of net assets
	2,431

	Reserves on consolidation
	(881)

	
	

	Cash outflow on acquisition
	1,550


b) On 13 September 2004, MMC Japan Limited, a wholly owned subsidiary which has been dormant since 1994, received confirmation from The Registrar of Tokyo Legal Affairs Bureau for the dissolution of the company.

The effect of the dissolution of the subsidiary on the financial position of the Group is not material.

12.
Changes in contingent liabilities or contingent assets



There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date, except for the following:



a)
The Australian tax authority has issued notices of assessment to the Company, and certain of its subsidiaries and associates, namely Tronoh Consolidated Malaysia Berhad, Anglo-Oriental (Annuities) Sdn Bhd, Golden Solitaire (Australia) B.V. and Anglo-Oriental (Nominees) Australia Pty Ltd (‘AONA’), indicating that the Company and its respective subsidiaries and associates are subject to a 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 the disposal of shares in  Australian subsidiaries in 1998, 2000 and 2001. Notices of objection have been filed.  In the case of the non-Australian companies, 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.  In the case of AONA, the assessment has been made as a result of the Australian tax authority failing to recognise carry forward losses of AONA which offset the capital gain.

On advice by legal counsel, no provision has been made in the financial statements.

b) Bank guarantees issued to third parties by:

	
	30.09.04
	
	31.01.04

	
	RM million
	
	RM million

	
	
	
	

	Company
	3.9
	
	-

	Subsidiaries
	25.5
	
	47.4

	
	
	
	

	
	29.4
	
	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:




 30.09.04
 
RM million

Property, plant and equipment:



Authorized but not contracted for

506



Contracted but not provided for in the




financial statements
        425





     931

Group’s share of associates’ capital commitment for

     property, plant and equipment and investment 
   1,882

Additional information required by the Bursa Securities Listing Requirements

14.
Review of performance


Group profit before tax for the current quarter and 8 months period ended 30 September 2004 was RM99.4 million and RM368.5 million respectively. This is contributed from transport and logistics division, energy and utilities division, engineering and construction 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 a profit before tax of RM99.4 million for the current quarter ended 30 September 2004 compared to RM103.5 million in the preceding quarter ended 30 June 2004. This is mainly due to lower contribution from the engineering and construction division. 

16.
Current prospects 


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 8

 months ended

	
	30.09.04
	
	30.09.04

	
	RM’000
	
	RM’000

	
	
	
	

	Current tax expense
	
	
	

	 -  current
	(1,616)
	
	(8,251)

	 -  prior year
	     36
	
	    36

	
	
	
	

	Deferred tax expense
	
	
	

	 -  current
	(7,807)
	
	(13,438)

	
	
	
	

	
	(9,387)
	
	(21,653)

	Tax expense on share of
	
	
	

	 profit from associates
	(21,506)
	
	(54,504)

	
	(30,893)
	
	(76,157)



The effective tax rate 
for the current quarter is higher than the statutory income tax rate in Malaysia mainly due to certain non-allowable expenses.


The effective tax rate 
for the cumulative period is 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. 

19.
Unquoted investments and landed properties


There were no sales of unquoted investments and properties except for the following:

a) On 30 September 2004, Anglo Oriental (Malaya) Sdn Bhd, a wholly owned subsidiary, completed the disposal of landed property, Geran 32867, Lot 37 Seksyen 43, Bandar & Daerah Kuala Lumpur, for a cash consideration of RM13.844 million, realising a gain on disposal of RM11.462 million.

b) On 30 September 2004, Pesiaran Properties Sdn Bhd, a wholly owned subsidiary, completed the disposal of landed property, Geran 32868, Lot 38 Seksyen 43, Bandar & Daerah Kuala Lumpur, for a cash consideration of RM14.158 million, realising a gain on disposal of RM5.512 million.

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 September 2004:

	
	At Cost
	
	At

Book Value
	
	At

Market Value

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Quoted in Malaysia
	
	
	
	
	

	- Associated companies
	995,802
	
	992,607
	
	1,741,072

	- Other investments
	188,863
	
	188,863
	
	523,722

	
	1,184,665
	
	1,181,470
	
	2,264,794

	
	
	
	
	
	

	Quoted outside Malaysia
	
	
	
	
	

	- Other investments
	31,546
	
	     -
	
	3,690

	Total quoted investments
	1,216,211
	
	1,181,470
	
	2,268,484


21.
Status of corporate proposal announced 
(a)
Kramat Tin Dredging Berhad (“KTD”) had announced its regularisation plan to address its position as an affected listed issuer having an inadequate level of operations under Practice Notes 10/2001 of Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements. The Proposals, which form part of the restructuring exercise, will be implemented via  a scheme of arrangement pursuant to section 176 of the Companies Act, 1965.

The Proposals had been submitted to the Securities Commission (“SC”) and Foreign Investment Committee on 6 October 2004 and is awaiting their approvals.  

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

(b)
MMC had on 24 September 2004 entered into a share purchase agreement with Seaport Terminal (Johore) Sdn. Bhd. ("Seaport") for the proposed acquisition of 39,799,999 ordinary shares of RM1.00 each, representing approximately 19.9% equity interest in Pelabuhan Tanjung Pelepas Sdn. Bhd. ("PTP") and the assumption of all rights and obligations of Seaport under the agreements governing the Redeemable Convertible Subordinated Loan of PTP, for a purchase consideration of RM756.2 million to be satisfied by the issuance of 395,916,230 new ordinary shares of RM0.10 each in MMC at an issue price of RM1.91 per MMC share.  
Details of the proposal are as set out in the announcement made by MMC to Bursa Securities on 24 September 2004. The proposal is subject to approvals from the relevant parties as announced on 24 September 2004 save for the Minister of Finance (Incorporated).  Applications to the relevant authorities in respect of the proposal will be made in due course.

(c)
Shareholders’ approval was obtained on 28 May 2004 for the Company to dispose of 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 Securities. 

The proposal is pending implementation.

(d) On 30 January 2004, the Company announced that its 99.99% owned subsidiary, MMC Engineering Group Bhd had proposed to dispose 70% of the issued and paid up share capital of MMC Defence Sdn Bhd, which stands at RM4.598 million. The disposal has been completed on 26 November 2004.

22.
Borrowings




30.09.04
31.01.04




RM’000
RM’000


Current


- Short term loans – secured
22,592
47,980


- Overdraft – secured
720
1,396



         - unsecured
26,520
398


- Commercial paper – unsecured
49,891
-


- Bankers Acceptance – unsecured
19,756
-


- Revolving credits – secured
89,000
71,600






- unsecured
218,000
179,723





426,479
301,097

Non-current



-
Long-term loans – secured
2,919,028
3,097,934




3,345,507
3,399,031

 
 -
Redeemable convertible




  subordinated loans - unsecured
    263,397
    263,397



	
	USD’000
	RM’000

equivalent

	Bank borrowings denominated in foreign currency
	17,836
	67,777


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 November 2004, is as follows:


Contracted
RM’000 



amount ‘000
equivalent




USD
999
3,810

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 

There were no substantial 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 except for the following :-
(a)
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.

(b)
MDS Trans Asia Sdn. Bhd. (“MDS Trans Asia”) and a subsidiary have entered into arbitration proceedings in respect of consultancy work provided by MDS Trans Asia as transport management consultants.

25.
Dividend Payable 

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

26.
Earnings per ordinary share

a)
Basic Earnings Per Ordinary Share

	
	3 months ended
	
	Cumulative

 8 months

	
	30.09.04
	
	30.09.04

	
	
	
	

	Net profit for
	
	
	

	  the period (RM’000)
	49,451
	
	241,941

	Weighted average number
	
	
	

	  of ordinary shares
	
	
	

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

	Basic earnings per
	
	
	

	  ordinary share (sen)
	4.39
	
	21.48


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 November 2004. 

By Order of the Board

Elina Mohamed

Secretary

Kuala Lumpur

26 November 2004
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