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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AS AT 31 DECEMBER 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 are not amortised whilst replanting expenditure is charged to the income statement when incurred.  During the year under review, the Group changed its accounting policy relating to the amortisation of plantation development expenditure.  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.

The effect of the above change in accounting policy on earnings prior to Financial Year 2001, amounting to RM69.9 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 RM3.5 million.

For the year under review, the impact of the change in accounting policy on amortisation of plantation development expenditure on the Group pre-tax profit was RM12.2 million.

2. Exceptional Items

Exceptional items comprise:-

	
	Current Year

Quarter

RM'000
	
	Current Year

To Date

RM'000



	Gain on disposal of investment in associated company
	        2,853
	
	           174

	Provision for diminution in value of other investments
	     (21,500)
	
	     (21,500)

	Write down of land and development cost
	       (7,095)
	
	       (7,095)

	
	
	
	

	
	(25,742)
	
	(28,421)


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 year provision
	6,010
	
	     16,461

	Under/(over) provision in respect of prior years
	      (3,293)
	
	      (3,300)

	Transfer to/(from) deferred taxation
	          423
	
	          423

	Share of taxation of associated companies
	 2,328
	
	4,623

	
	5,468
	
	     18,207


The taxation charge of the Group for the current quarter and financial year to date reflects an effective tax rate which is lower than the statutory income tax rate mainly due to the non-taxable income arising from the disposal of property by a foreign associated company.

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
	47,393
	
	
	
	

	(ii)   at carrying value
	25,893
	
	
	
	

	(iii)  at market value
	25,990
	
	
	
	


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


As at 19 February 2002, being the latest practicable date, all corporate proposals announced have been completed.

   (b)
Status of Utilisation of Proceeds Raised from Corporate Proposal


The approval from the Securities Commission for the change in the utilisation of part of the proceeds raised from the Restricted Offer for Sale of MNI Holdings Berhad shares, which amounted to RM100.0 million was obtained on 11 December 2000.

As at 31 December 2001, RM55.1 million has been utilised, leaving a balance of RM44.9 million approved for the Group's plantation development expenditure to be utilised by 6 November 2002.
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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
	-
	
	    265,678
	
	      265,678

	  Unsecured term loan
	      35,682
	
	        6,250
	
	        41,932

	
	      35,682
	
	    271,928
	
	      307,610

	  Less:  Current portion of long term   

             borrowings           
	(4,555)
	
	     (48,465)
	
	    (53,020)

	
	
	
	
	
	

	
	     31,127
	
	    223,463
	
	      254,590

	Short Term Borrowings
	
	
	
	
	

	   Secured
	
	
	
	
	

	       Revolving credit
	-
	
	     89,000
	
	        89,000

	   Unsecured
	
	
	
	
	

	       Revolving credit
	     26,296
	
	      83,000
	
	      109,296

	       Bankers' acceptance
	-
	
	      25,000
	
	        25,000

	       Overdrafts
	-
	
	           117
	
	             117

	
	     26,296
	
	    108,117
	
	      134,413

	   Current portion of long term borrowings
	       4,555
	
	      48,465
	
	        53,020

	
	     30,851
	
	    245,582
	
	      276,433

	
	
	
	
	
	

	Total
	     61,978
	
	    469,045
	
	      531,023


The foreign currency borrowings have been converted to Ringgit Malaysia at the rate prevailing at the end of the reporting period.
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11.
Contingent Liabilities


There were no contingent liabilities as at 19 February 2002, 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 19 February 2002, being the latest practicable date.

13.
Material Litigation

There was no pending material litigation as at 19 February 2002, 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
	93,573
	
	 (14,673)
	
	  1,097,492*

	Manufacturing and trading
	517,618
	
	       40,113
	
	     234,053

	Management and investment
	5,816
	
	     (31,156) 
	
	     140,275

	Property 
	3,257
	
	(3,588)
	
	     159,721

	
	
	
	
	
	

	
	620,264
	
	       (9,304)
	
	  1,631,541

	Associated companies
	         -
	
	      94,072
	
	     132,123

	
	
	
	
	
	

	
	620,264
	
	      84,768
	
	  1,763,664


*  Approximately 11% and 34% 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 items and
	
	
	
	
	

	 taxation
	    94,654
	
	     16,060
	
	        78,594

	Exceptional items
	   (25,742)
	
	           (41)
	
	(25,701)

	Profit before taxation
	    68,912
	
	     16,019
	
	      52,893



The Group achieved a higher profit before exceptional items and taxation for the quarter reported on as compared to the immediate preceding quarter.  The increase which amounted to RM78.6 million was mainly due to an exceptional high share of profits in our associated company.  During the quarter reported on, our associated company recorded a huge gain on the disposal of its property to a private property trust.

16.
Review of Performance

During the quarter under review, Group pre-tax profit increased to RM68.9 million from RM7.2 million recorded for the same quarter the previous year, mainly due to a higher share of profit of associated company, as explained in note 15 above.  As a result, the current year Group pre-tax profit increased to RM84.8 million from RM52.9 million achieved in 2001.

For the fourth quarter ended 31 December 2001, the Group registered a revenue of RM167.9 million as compared to RM153.3 million in the corresponding quarter of the preceding year.  Group revenue for the financial year under review grew by RM55.1 million to RM620.3 million representing an increase of 9.8% from the previous year.  The increase was mainly attributed to the higher sales achieved by the Manufacturing and Trading Division.

The Manufacturing and Trading Division’s contribution to the Group was satisfactory. The Plantation Division however posted a pre-tax loss of RM14.6 million due to the much lower crude palm oil prices experienced by the industry during the 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 19 February 2002, 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 (“FFB”).

19.
Prospects

The Manufacturing & Trading Division expects to continue to contribute positively to the Group results.

The FFB production for 2002 will be higher than 2001 since there will be more planted areas coming to maturity during the year.  Given the increased maturity profile of the Group’s plantations and the expected stability in the price of crude palm oil, the contribution from the Plantation Division is expected to be better than 2001.

Barring any unforeseen circumstances, the Directors anticipate the Group’s performance for Financial Year 2002 to be satisfactory.

20.
Variance on Forecast Profit/Shortfall in Profit Guarantee

Not applicable.
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21.
Dividend


The Board of Directors recommends a final dividend of 10.0 sen (2000: 6.0 sen) per share less income tax of 28% for the financial year ended 31 December 2001 subject to the approval of the shareholders at the 28th Annual General Meeting payable on a date to be determined later.

Dividends for the financial year ended 31 December 2001 are as follows:-

	
	12 months to

31 December 2001


	12 months to

31 December 2000



	
	
	%
	
	RM’000
	
	%
	
	RM’000

	
	
	
	
	
	
	
	
	

	Interim dividend, less 28% income tax
	
	-
	
	-
	
	4
	
	      8,123

	Proposed final dividend, less 28%
	
	
	
	
	
	
	
	

	  income tax
	
	10
	
	21,346
	
	6
	
	    12,807

	
	
	
	
	
	
	
	
	

	Total
	
	10
	
	21,346
	
	  10
	
	    20,930


BY ORDER OF THE BOARD

ROHAYA BINTI HASHIM

Company Secretary

LS 008070

Kuala Lumpur

26 February 2002
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