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TRONOH MINES MALAYSIA BERHAD

(“TMMB” or “the Group”)

(Company No: 27676-V)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED 31 JANUARY 2004
1. Basis of Preparation

The interim financial report of the Group has been prepared in accordance with MASB 26, “Interim Financial Reporting” and paragraph 9.22 of the Malaysia Securities Exchange Berhad (formerly known as Kuala Lumpur Stock Exchange) Listing Requirements, and should be read in conjunction with the Group’s audited financial statements for the financial year ended 31 January 2003.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the Group’s audited financial statements for the financial year ended 31 January 2003, except for the adoption the following new MASB Standards:

(i) MASB 25 “Income Taxes”

(ii) MASB 27 “Borrowing Costs”

(iii) MASB 28 “Discontinuing Operations”

(iv) MASB 29 “Employee Benefits”


The adoption of the new MASB Standards has not given rise to any adjustments to the opening balances of retained profits of the prior year and the current period nor does it warrant any changes to the comparatives.

2.
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the Group’s financial statements for the financial year ended 31 January 2003 was not subject to any qualifications.

3.
Seasonal or Cyclical Factors
The Group’s operations were not 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 the following:

i. RM7.802 million recoveries from a subsidiary under receivership; 

4.
Unusual Items (Cont’d)
ii. RM154.737 million proceeds received on the rights issue exercise and this proceeds was fully utilized for settlement of RM155.000 million short term loan that was earlier obtained for part-financed the acquisition of IJM  Corporation Berhad (“IJM”); and

iii. RM87.309 million net assets were acquired following the acquisition of Zelan Holdings (M) Sdn. Bhd. (“Zelan”).


5. 
Changes in Estimates of Amount Reported Previously 

There were no changes in estimates of amounts reported in prior financial years that have a material effect in the current quarter. 

6.
Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current financial year-to-date other than the following:

i. issuance of 154,736,775 new ordinary shares of RM1.00 each at an issue price of RM1.00 each for the rights issue exercise; and

ii. issuance of 65,000,000 new ordinary shares of RM1.00 each at an issue price of RM2.00 each as purchase consideration paid to Noble Gem Sdn. Bhd., Eminent Gateway Sdn. Bhd. and Novazi Sdn Bhd in respect of the acquisition of Zelan.

7. Dividends Paid

The amount of dividends paid during the financial year ended 31 January 2004 was as follows:

	
	RM’000

	In respect of the financial year ended 31 January 2003 as reported in the directors’ report of that year:
	

	
	

	First and final dividend of 8 sen per share tax exempt
	4,952



The dividend was paid on 18 August 2003.

8.
Segmental Reporting 
Analysis by business segments

Revenue:-








	
	12 Months Ended

31 January 2004
	12 Months Ended 31 January 2003

	
	RM’000
	RM’000

	Engineering & construction
	71,798
	0

	Property development
	6,241
	0

	Manufacturing
	9,320
	0

	Investment  
	81
	26

	Others
	352
	0

	Total
	87,792
	26


Profit/(loss) before taxation:-

	
	12 Months Ended

31 January 2004
	12 Months Ended 31 January 2003

	
	RM’000
	RM’000

	Engineering & construction
	7,988
	0

	Property development
	769
	0

	Manufacturing
	2,695
	0

	Investment
	11,872
	20,922

	Others
	33
	0

	Group share of results of        associated companies and joint ventures
	9,711
	(22)

	Total
	33,068
	20,900


9.
Property, Plant and Equipment 
Property, plant and equipment are stated at historical cost less accumulated depreciation. Fair value adjustments have been made at Group level on the property, plant, and equipment on the acquisition of subsidiaries. There was no revaluation of property, plant and equipment that have been brought forward from the previous annual report.

10.
Material Events Subsequent to the End of the Reporting Period
There were no material events subsequent to the end of the period under review that have not been reflected in the quarterly financial statements. 

11.
Changes in Composition of the Group
There were no changes in the composition of the Group during the current quarter ended 31 January 2004 except for the acquisition of Zelan as a wholly owned subsidiary as disclosed in Note 21.

12.
Changes in Contingent Liabilities or Contingent Assets

The Australian tax authority had issued a notice of assessment dated 23 May 2003 to Golden Solitaire (Australia) B.V. (“GS”), an overseas subsidiary of TMMB, indicating that GS is subject to a capital gains tax liability of AUD86,230,151, an additional tax liability for late lodgement of AUD200 and an interest liability of AUD56,830,372 in respect of disposal of shares in 1998. In addition, the Australian tax authority had also issued a notice of assessment dated 24 June 2003 to TMMB for a capital gains tax liability of AUD443,623 and a total interest liability of AUD299,273 in respect of disposal of shares in the same company in 1998. Notice of objection had been filed Subsequently, the Australian tax authority issued a general interest charge dated 5 December 2003 on TMMB for the sum of AUD30,390. The assessments have been made as a result of a change in foreign tax legislation around the time of disposals. 

No provisions have been made as the Group had received legal advice to confirm that any gains should be protected from taxation by the operation of a tax treaty and that the disposals should not be subject to capital gains tax.. In addition, the Group had also received legal advice that pending final resolution of the matter, the Group need not pay the sums stated in the said notices of assessment issued by the Australian tax authority.
In addition to the above, the Group’s proportionate share of guarantees for bank borrowings of associates at 31 January 2004 is RM17.099 million.

13.
Capital Commitments
The amount of commitments as at the date of this report are as follows:-

	
	RM’000

	Investment
	

	
	

	Authorised but not contracted for
	2,288

	
	

	Property, plant and equipment
	

	
	

	Authorised but not contracted for
	3,749

	Authorised and contracted for
	1,124

	
	

	
	4,873


In addition to the above, the Group’s proportionate share of the capital commitments of its associates not provided for in the financial statements are as follows:

	
	RM’000

	Authorised and contracted for
	4,239

	
	


14.
Review of Performance
For the quarter under review, Group registered a profit before tax of RM22.559 million as compared to the preceding year corresponding quarter’s profit of RM0.645 million.  This was mainly due to the consolidation of Zelan’s results of RM12.130 million, share of profit of IJM of RM9.260 million and foreign exchange gain of RM2.525 million.

For the current financial year-to-date, the Group registered a profit before tax of RM33.068 million as compared to the preceding year’s corresponding period of RM20.900 million, mainly due to the consolidation of Zelan’s results, share of profit of IJM and foreign exchange gain as mentioned above.

15.
Comparison of Profit/(Loss) Before Tax for the Current Quarter with Immediate Preceding Quarter
For the current quarter, the Group recorded a profit before taxation of RM22.559 million as compared to the preceding quarter’s profit of RM0.263 million. This was mainly due to the consolidation of Zelan’s results of RM12.130 million, share of profit of IJM of RM9.260 million and foreign exchange gain of RM2.525 million.

16.
Current Year Prospects
With the existing order book, the Group is confident of an improved operating performance for this financial year, barring unforeseen circumstances.

17.
Profit Forecast or Profit Guarantee

A comparison of results to the consolidated profit forecast for the financial year ended 31 January 2004 is as follows:-








Forecast
Actual

Variance


Net profit for the period ended 

 31 January 2004 (RM’Million)

20.161
26.855
6.694

The favourable variance was due to RM1.462 million higher share of profit from an associated company, IJM, RM2.525 million exchange gain from foreign currency deposits and RM1.226 million write back of tax provision which is no longer required.

No profit guarantee was issued for the current financial year-to-date.

18.
Taxation

	
	3 Months Ended
	12 Months Ended

	
	31/1/2004

RM’000
	31/1/2003

RM’000
	31/1/2004

RM’000
	31/1/2003 RM’000

	Current taxation

Overprovided                    

  in prior years
	3,274

(1,008)
	588

0
	4,608

(1,226)
	2,099

0

	Share of  tax of 

  associates and    joint ventures                          
	1,774
	2
	1,796
	3

	Tax expense
	4,040
	590
	5,178
	2,102


The effective tax rate for the Group for the current quarter is lower than the statutory tax rate mainly due RM1.008 million write back of tax provision which is no longer required.

The effective tax rate for the Group for the current financial year-to-date is lower than the statutory tax rate primarily due to recoveries from a subsidiary under receivership (capital in nature) which is not subject to tax. 

19.   
Profit/(Loss) on Sale of Unquoted Investments and Properties
There were no sales of unquoted investments and properties for the current quarter and financial year-to-date under review. 

20.   
Quoted Securities
There were no disposals of quoted securities for the current quarter and financial year-to-date under review.

There were no quoted securities purchased during the current quarter under review. There were quoted securities arising from acquisition of Zelan during the current quarter as follows: -


(i) 
at cost
   

 = RM20,383,743


(ii)
at carrying value      = RM20,383,743


(iii)
at market value
 = RM20,373,966

The quoted securities purchased during the financial year-to-date are as follows: -

(i) 
at cost
   

 = RM403,435,800

(ii)
at carrying value      = RM403,435,800

(iii)
at market value
 = RM407,305,821
20.   
Quoted Securities (Cont’d)
The investments in quoted securities as at 31 January 2004 are as follows:-


(i) 
at cost
   

 = RM407,988,261


(ii)
at carrying value      = RM407,988,261


(iii)
at market value
 = RM411,882,821

21.
Status of Corporate Proposals Announced
· Acquisition of 70,982,534 fully paid ordinary shares of RM1.00 each in IJM Corporation Berhad (“IJM”) representing approximately 18.87% as at 31 January 2004 of the issued and paid-up share capital of IJM from IGB Corporation Bhd, Riraiance Enterprise Sdn Bhd and Intercontinental Aviation Services Sdn Bhd (“IJM Vendors”) for a cash consideration of RM4.95 per IJM share or approximately RM351,363,543;
· Acquisition of 15,891,828 IJM 2000/2004 warrants representing approximately 26.48% as at 31 January 2004of the existing unexercised IJM warrants from the IJM Vendors for a cash consideration of RM1.96 per IJM warrant or approximately RM31,147,983;

(The above collectively referred to as “the IJM Acquisition”)
· Acquisition of 5,000,000 fully paid ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of Zelan Holdings (M) Sdn Bhd from Eminent Gateway Sdn Bhd, Noble Gem Sdn Bhd and Novazi Sdn Bhd, for a purchase consideration of RM140,000,000 to be partly satisfied by a cash consideration of RM10,000,000 and the balance of the purchase consideration of RM130,000,000 by the issuance of 65,000,000 new ordinary shares in TMMB at an issue price of RM2.00 per new TMMB share (“Zelan Acquisition”); 

· Renounceable rights issue of 154,736,775 new ordinary shares of RM1.00 each in TMMB at an issue price of RM1.00 per new ordinary share on the basis of five (5) new ordinary shares of RM1.00 each for every two (2) existing ordinary shares of RM1.00 each held at 5.00 p.m. on 23 October 2003 (“Rights Issue”);

· Placement of 5,463,489 ordinary shares of RM1.00 each in TMMB by Malaysia Mining Corporation Berhad, The Straits Trading Company Limited and the Zelan Vendors, at an offer price of RM2.51 per ordinary shares to nominated investors (“Placement”); and

21. Status of Corporate Proposals Announced (Cont’d)

· Increase in the authorised share capital of TMMB from RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each to RM400,000,000 comprising 400,000,000 ordinary shares of RM1.00 Each (“Increase In Authorised Share Capital”).
(The IJM Acquisition, Zelan Acquisition, Rights Issue,  Placement and Increase In Share Capital shall hereinafter referred to as the “Proposals”)
The Proposals have been completed on 31 December 2003.

  22.
Borrowings and Debt Securities 
                                                                                                             As at

31.01.04

RM’000

(i) Current Borrowings

Secured:-



-Term Loans







        587

Unsecured:-

-Hire Purchase  Liabilities





        758

-Bankers’ Acceptance





        344










------------










     1,689











-------------

(ii) Non current Borrowings

Secured:-



-Term Loans







     2,774

Unsecured:-

-Hire Purchase  Liabilities





     1,024
------------










     3,798

-------------



Total








     5,487












========

23.
Off Balance Sheet Financial Instruments
The Group does not have any off balance sheet financial instruments including foreign currency contracts nor has it entered into any during the current quarter and financial year-to-date.

24.
Basic Earnings Per Share
The basic earnings per share for the financial period has been calculated based on the Group’s consolidated profit after taxation and minority interest divided by the weighted average number of ordinary shares outstanding at the end of the period.

	
	3 Months Ended 
	12 Months Ended

	
	31/1/04
	31/1/03
	31/1/04
	31/1/03

	Group’s profit after taxation and minority interest (RM’ Million)
	17.420
	0.437
	26.855
	14.575

	Weighted average number of ordinary shares in issue, adjusted for the effect of rights issue  (Million)
	122.045
	91.750
	122.045
	91.750

	Earnings per share (sen)
	
	
	
	

	(a) Basic 
	14.27
	0.48
	22.00
	15.89

	(b) Diluted
	N/A
	N/A
	N/A
	N/A


25.
Dividends 

a)
A final dividend of 4 sen per share tax exempt, has been recommended.   

b)
Previous corresponding period: 8.0 sen per share tax exempt amounting to RM4.952 million, paid on 18 August 2003.

c)
Total dividend for the current financial year: 4 sen per share tax exempt amounting to RM11.265 million.

Dividend entitlement date:

NOTICE IS ALSO HEREBY GIVEN THAT the Shareholders who are registered in the Register of Members and Record of Depositors at close of business on 

30 July 2004 shall be entitled to the final dividend, which, if approved, will be paid on 20 August 2004. 

A depositor shall qualify for entitlement only in respect of;

(a) shares transferred into the depositor’s securities account before 4.00 p.m. on 30 July  2004 in respect of the ordinary shares

(b)
shares bought on the Malaysia Securities Exchange Berhad on a cum entitlement basis according to the rules of the Malaysia Securities Exchange Berhad.

26.
Comparative Figures
Comparative figures, where applicable, have been modified to conform with the current quarter and year-to-date presentation.

By order of the Board

Muhammad Firdaus Abdullah

Sazlin Ayesha Abdul Samat

Secretaries

Kuala Lumpur

23 March 2004
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