TRADEWINDS (M) BERHAD (Company No. 19123-K)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT 31 MARCH 2001

(The figures have not been audited)

1. Accounting Policies

The quarterly financial statements are prepared using the same accounting policies and methods of computation as those used in the preparation of the audited financial statements for the year ended 31 December 2000 except for the accounting policy on plantation development  expenditure.  

Previously, new planting expenditure is capitalised under plantation development expenditure and is not amortised whilst replanting expenditure is charged to the income statement when incurred.  During the period under review, the Group changed its accounting policy in compliance with Malaysian Accounting Standards Board standards.  Plantation development expenditure are amortised over the estimated useful life of the oil palm.  The amortisation of plantation development expenditure prior to Financial Year 2001 of RM47.2 million was adjusted as a prior year adjustment against the retained earnings brought forward and the effect on the profit attributable to shareholders for the year ended 31 December 2000 amounted to RM5.8 million.

For the first quarter under review, the impact of the change in accounting policy was RM3.4 million.

2. Exceptional Items

There were no exceptional items for the financial year to date.

3.
Extraordinary Items

There were no extraordinary items for the financial year to date.

4.
Taxation


Taxation comprises:-


Current

Year

Quarter RM'000

Preceding Year

Quarter

RM'000

Current

Year

To Date

RM'000

Preceding

Year

To Date

RM'000

Current period provision
   3,158

       3,972

   3,158

     3,972

Under/(over) provision in respect of prior years
(7)

              -

(7)

            -

Transfer to/(from) deferred taxation
          -

              -

          -

            -

Share of taxation of associated companies
      577

          593

      577

        593

 
   3,728

       4,565

   3,728

     4,565
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The taxation charge of the Group for the current financial period reflects an effective tax rate which is higher than the statutory income tax rate mainly due to tax losses of certain subsidiaries which are not available for group relief.

5.
Pre-acquisition Profits


There were no pre-acquisition profits included in the results for the current financial year to date.

6. Profits on Sale of Investments and/or Properties

There were no profits on sale of investments and/or properties for the current financial year to date.

7. Quoted Securities

(a) There were no purchases and sales of quoted securities by the Group during the current financial year to date.

(b) Investment in quoted securities of the Group as at the end of current quarter are as follows:-


At

Cost

RM'000

At

Carrying

Value

RM'000

At

Market

Value

RM'000








Associated company
21,500

18,968

5,073

Other investments
31,588

31,588

19,885








Total quoted investments
53,088

50,556

24,958

8.
Changes in the Composition of the Group

During the quarter under review, the Group completed the acquisition of 100% equity in Tradewinds Oil Palm Berhad and 60%  equity in Pelitanah Sdn Bhd.

There is no material effect arising from the acquisitions of these companies on the results of the Group for the current financial year to date.
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9.
Status of Corporate Proposals


The status of corporate proposals announced, completed and not  completed as at 21 May 2001, being the latest practicable date, are as follows:-

(a) Proposed acquisition of 85% equity in Senandung Masyhur Sdn Bhd

The approval of the Natural Resources and Environment Board, Sarawak (NREB) has been issued and received by Tradewinds on 19 February 2001.  Completion is pending the transfer of shares.

(b)
The Company has on 28 February 2001 acquired 100% equity in Tradewinds Oil Palm Berhad, a shelf company, for RM2.

(c)
Proposed acquisition of 60% equity in Pelitanah Sdn Bhd 

The acquisition was completed on 30 March 2001.

(d)
Proposed disposal of 8,400,000 shares in King George Financial Corporation (KGFC)

The Company has on 16 February 2001 entered into a Share Purchase Agreement as the vendor with C.T. Management Corporation as the purchaser to dispose 8,400,000 shares in KGFC for a total consideration of Can$5,251,807 (RM13.3 million) or Can$0.625215 per share.  The disposal was completed on 23 April 2001.

(e)
Proposed acquisition of 5,712,000 shares in Allied Hotel Properties Inc. (AHPI)

The Company has on 16 February 2001 entered into a Share Purchase Agreement as the purchaser with C.T. Management Corporation as the vendor to acquire 5,712,000 shares in AHPI for a total purchase consideration of Can$5,251,807 (RM13.3 million) or Can$0.919434 per share.  The acquisition was completed on 23 April 2001.

10.
Seasonal or Cyclical Factors

The operations of the Group are not affected by any seasonal or cyclical factors, other than the plantation operation which is affected by the seasonal production of fresh fruit bunches.
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11.
Changes in Share Capital

There have been no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

12. Group Borrowings and Debt Securities

Group borrowings as at the end of current quarter are as follows:-


US Dollar 

Currency

RM'000

Local

Currency

RM'000

Total RM'000

Long Term Borrowings: 






  Secured term loan
-

    235,222

      235,222

  Unsecured term loan
      33,177

      17,500

        50,677


      33,177

    252,722

      285,899

  Less :  Current portion of long term   

             borrowings           
(4,555)

     (60,734)

    (65,289)









     28,622

    191,988

      220,610

Short Term Borrowings:






   Secured






       Revolving credit
-

    120,000

      120,000

   Unsecured






       Revolving credit
     30,096

      80,000

      110,096

       Bankers' acceptance
-

      21,000

        21,000

       Overdrafts
-

        1,660

          1,660


     30,096

    102,660

      132,756

   Current portion of long term borrowings
       4,555

      60,734

        65,289


     34,651

    283,394

      318,045








Total
     63,273

    475,382

      538,655

The foreign currency borrowings have been converted to Ringgit Malaysia at the rate prevailing at the end of the reporting period.

Page 4

TRADEWINDS (M) BERHAD (Company No. 19123-K)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT 31 MARCH 2001

(The figures have not been audited)

13.
Contingent Liabilities


There were no contingent liabilities as at the date of issue of this quarterly report.

14.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at 21 May 2001, being the latest practicable date.

15.
Material Litigation

There were no pending material litigation as at the date of issue of this quarterly report.

16.
Segmental Reporting

The analysis of the operations of the Group for the current financial year to date is as follows:-


Turnover

RM'000

Profit/

(Loss)

Before 

Taxation

RM'000

Total

Assets

Employed

RM'000








Plantation
16,502

 (11,484)

     963,193*

Manufacturing and trading
113,819

         9,907

     218,550

Management and investment
1,657

(248)

     161,970

Property 
710

(240)

     165,874









132,688

(2,065)

  1,509,587

Associated companies
-

         2,101

     125,842









132,688

              36

  1,635,429

*  Approximately 11% and 29% of the total assets employed by the Plantation Division relates to   

   unplanted land and immature plantations respectively.
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17. Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter

Profit before tax recorded during the quarter under review was relatively lower than that of the preceding quarter mainly due to the decline in prices of palm products and lower production of crop which is typical for this earlier part of the financial year.  The lower pre-tax profit was also attributed to the change in accounting policy with regards to the amortisation of plantation development expenditure amounting to RM3.4 million.

18. Review of Performance

During the quarter under review, the Group registered a turnover of RM132.7 million as opposed to RM125.4 million achieved in the same quarter a year ago, representing a marginal increase of 5.8%.  However, the Group pre-tax profit fell from RM11.3 million for the corresponding quarter last year to RM36,000 this year, largely due to losses suffered by the Plantation Division. 

Despite an increase of nearly 75% in the production of fresh fruit bunches from the previous corresponding period, the performance of the Plantation Division was adversely affected by the sharp fall in prices of palm products.

The pre-tax profit recorded by the Manufacturing and Trading Division and the associated companies during the quarter under review however alleviated the losses suffered by other divisions.

In the opinion of the Directors, no items, transactions or events of a material and unusual nature have arisen between the end of the reporting period and the date of issue of this quarterly report which will affect substantially the results of the Group.

19.
Prospects

While the contribution from the Manufacturing and Trading Division is expected to remain  satisfactory, the earnings of the Plantation Division will depend largely on the prices of palm products.  The Plantation Division has implemented cost control measures to mitigate the losses. 

20.
Variance on Forecast Profit/Profit Guarantee

Not applicable.
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21.
Dividend


The Board of Directors does not recommend any dividend for the period ended 31 March 2001.

BY ORDER OF THE BOARD

ROHAYA BINTI HASHIM

Company Secretary

LS 008070

Kuala Lumpur

28 May 2001
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