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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT 30 SEPTEMBER 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 has decided to change its accounting policy to comply with Malaysian Accounting Standards Board standards ("MASB"). Plantation development expenditure are amortised over the estimated useful life of the oil palm. The impact of the change has been reflected in the quarterly reports.  Nevertheless, the Group may review the related accounting policy at the year end.  

2. Exceptional Item

Exceptional item comprises:-


Current Year

Quarter

RM'000

Current Year

To Date

RM'000



Loss on disposal of investment in associated company
(41)

(2,679)

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 King George Financial Corporation ("KGFC"), a company listed on the Canadian Venture Exchange, for a total consideration of Can$5,251,807 (RM12.9 million).  The disposal was completed on 23 April 2001.  Consequently, the Company's shareholding in KGFC reduced from 31.40% to 5.02% and KGFC ceased to be an associated company of the Company.

3.
Extraordinary Items

There were no extraordinary items for the current quarter and financial year to date.
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4.
Income Tax


Income tax comprises:-


Current Year

Quarter

RM'000

Current Year

To Date

RM'000



Current period provision
3,972

     10,451

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

             (7)

Transfer to/(from) deferred taxation
              -

               -

Share of taxation of associated companies
   619

2,295


4,584

     12,739

The taxation charge of the Group for the current quarter and financial year to date 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.
Profits/(Losses) on Sale of Unquoted Investments and/or Properties

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

6. Quoted Securities Other Than Securities in Existing Subsidiaries and Associated Companies

(a) Total purchases and disposals of quoted securities other than securities in existing subsidiaries and associated companies are as follows:-


Current Year

Quarter

RM'000



Current Year

To Date

RM'000

Total purchase consideration
-

12,938

Total sale proceeds
-

-

Total profit/(loss) on disposals shown in:-

- profit before exceptional items
-

-

- exceptional items
-

-
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(b) Investments in quoted securities as at the reporting period are as follows:-


RM'000







(i)    at cost
47,554





(ii)   at carrying value
47,554





(iii)  at market value
25,817





7.
Changes in the Composition of the Group

Save as disclosed in Note 2 above, the results of the Group for the current quarter and financial year to date have not been affected by the following changes in the composition of the Group:-

(a) the acquisition of 100% equity in Tradewinds Oil Palm Berhad on 28 February 2001;

(b) the completion of acquisition of 60% equity in Pelitanah Sdn Bhd by the Company's wholly-owned subsidiary, Amalan Penaga (M) Sdn Bhd, on 30 March 2001; 

(c) the completion of disposal of 8,400,000 shares in an associated company, King George Financial Corporation, on 23 April 2001; and

(d) the completion of acquisition of 85% equity in Senandung Masyhur Sdn Bhd by the Company's wholly-owned subsidiary, Amalan Penaga (M) Sdn Bhd, on 14 August 2001.

8.(a)
Status of Corporate Proposals


The status of corporate proposal announced but not completed as at 16 November 2001, being the latest practicable date, is as follows:-

Proposed disposal of Tampines Mall by associated company, Tampines Mall Limited ("TML")

Pursuant to the Call Option Agreement with CapitaLand Commercial Limited of Singapore ("CCL") executed on 10 September 2001 in connection with the sale of TML's commercial property known as Tampines Mall, CCL is entitled, after the close of the Public Offer for Subscription for 740,000,000 units in Singmall Property Trust ("SPT"), to require TML to sell Tampines Mall at the cash consideration of S$409 million to SPT.

However, the public offer of the 740,000,000 units in SPT was cancelled on 12 November 2001 due to poor investor response.  If CCL fails to exercise the call option, TML does not have any  put option to require CCL to purchase Tampines Mall.
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8.(b)
Status of Utilisation of Proceeds Raised from Corporate Proposal


Approval from the Securities Commission for the change in the utilisation of part of the proceeds amounting to RM100.0 million was obtained on 11 December 2000.

As at 31 October 2001, RM53.2 million has been utilised. The balance of RM46.8 million  approved for the Group's plantation development expenditure is to be utilised by 6 November 2002.

9.
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.

10.
Group Borrowings and Debt Securities

Group borrowings as at the end of the reporting period are as follows:-


US Dollar 

Currency

RM'000

Local

Currency

RM'000

Total RM'000

Long Term Borrowings 






  Secured term loan
-

    244,509

      244,509

  Unsecured term loan
      35,923

      10,000

        45,923


      35,923

    254,509

      290,432

  Less :  Current portion of long term   

             borrowings           
(4,586)

     (50,319)

    (54,905)









     31,337

    204,190

      235,527

Short Term Borrowings






   Secured






       Revolving credit
-

    120,000

      120,000

   Unsecured






       Revolving credit
     26,296

    114,500

      140,796

       Bankers' acceptance
-

      55,000

        55,000

       Overdrafts
-

        1,969

          1,969


     26,296

    171,469

      197,765

   Current portion of long term borrowings
       4,586

      50,319

        54,905


     30,882

    341,788

      372,670








Total
     62,219

    545,978

      608,197

Page 4

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT 30 SEPTEMBER 2001

(The figures have not been audited)

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

11.
Contingent Liabilities


There were no contingent liabilities as at 16 November 2001, being a date not earlier than 7 days from the date of issue of this quarterly report.

12.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at 16 November 2001, being the latest practicable date.

13.
Material Litigation

There were no pending material litigation as at 16 November 2001, being  a date not earlier than 7 days from the date of issue of this quarterly report.

14.
Segmental Reporting

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


Revenue

RM'000

Profit/

(Loss)

Before 

Taxation

RM'000

Total

Assets

Employed

RM'000








Plantation
60,843

 (19,080)

  1,035,143*

Manufacturing and trading
384,720

       31,229

     252,400

Management and investment
4,490

(2,949)

     162,624

Property 
2,302

(58)

     165,099









452,355

         9,142

  1,615,266

Associated companies
-

         6,714

     111,037









452,355

       15,856

  1,726,303

*  Approximately 12% and 33% of the total assets employed by the Plantation Division relates to   

   unplanted land and immature plantations respectively.
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15.
Material Changes in the Profit Before Taxation for the Quarter Reported On as Compared with the Immediate Preceding Quarter


Quarter

Reported 

On

RM'000

Immediate

Preceding

Quarter

RM'000

Increase/

(Decrease)

RM'000








Profit before exceptional item and






 taxation
     16,060

           2,439                      

         13,621

Exceptional item
(41)

(2,638)

2,597

Profit/(Loss) before taxation
     16,019

(199)

16,218








The loss before tax for the immediate preceding quarter included an exceptional item, which represents the loss on disposal of King George Financial Corporation, amounting to RM2.6 million.


The Group achieved a higher profit before exceptional item and taxation for the quarter reported on as compared to the immediate preceding quarter.  The increase in profit before exceptional item and taxation which amounted to RM13.6 million was mainly attributed to a higher production of fresh fruit bunches ("FFB") and the recovery of crude palm oil ("CPO") prices from the preceding quarter.

16.
Review of Performance

For the current year third quarter, the Group registered a revenue of RM166.1 million as compared to RM146.7 million in the preceding year corresponding quarter.  Group revenue for the nine months' period grew by RM40.6 million or 9.8% to RM452.4 million.  The increase was mainly attributed to the higher sales achieved by the Manufacturing and Trading Division.

Pre-tax profit, however, declined to RM16.0 million from RM21.2 million recorded for the same quarter the previous year, mainly due to a lower pre-tax profit recorded by the Plantation Division.

The sharp fall in CPO price experienced by the whole industry continue to adversely affect the performance of the Plantation Division.  As a result, the current year todate Group pre-tax profit declined to RM15.9 million from RM45.7 million achieved for the corresponding period last year.
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17. Material Subsequent Events


In the opinion of the Directors, no material events have arisen between the end of the reporting period and 16 November 2001, which is not earlier than 7 days from the date of issue of this quarterly report, which will affect substantially the results of the Group.

18.
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.

19.
Prospects

The performance of Manufacturing and Trading Division is expected to remain satisfactory.

The Plantation Division is expected to contribute positively for the remainder of the year in view of the increase in FFB output and the continued stability in the price of CPO.

Barring any unforeseen circumstances, the Directors are confident that the Group's performance for the last quarter of the financial year will improve as compared to the reporting quarter.

20.
Variance on Forecast Profit/Shortfall in Profit Guarantee

Not applicable.

21.
Dividend


The Board of Directors does not recommend any dividend for the third quarter ended 30 September 2001.

BY ORDER OF THE BOARD

ROHAYA BINTI HASHIM

Company Secretary

LS 008070

Kuala Lumpur

23 November 2001
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