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TRADEWINDS (M) BERHAD  (19123-K)

A.
NOTES TO THE INTERIM FINANCIAL REPORT

1.
Basis of Preparation


The interim financial report is unaudited and has been prepared in accordance with MASB Standard No. 26 "Interim Financial Reporting" and Paragraph 9.22 and Appendix 9B of the Kuala Lumpur Stock Exchange (“KLSE”) Listing Requirements.


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.


The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted by the Group in the audited financial statements for the year ended 31 December 2002 except for the accounting policy on deferred taxation.  The change in accounting policy on deferred taxation is in compliance with MASB Standard No. 25 “Income Taxes”.  


Following this change in accounting policy, prior year adjustment has been made and the comparative information has been restated.  The effect of this change in accounting policy on the Group’s condensed financial statements are as follows:-

	
	As

restated

RM'000
	As previously

stated

RM'000
	Prior year

adjustment

RM'000

	
	
	
	

	Condensed Consolidated Balance Sheet
	
	
	

	
	
	
	

	Goodwill
	94,484
	51,053
	43,431

	Deferred tax assets
	19,924
	    -
	19,924

	
	
	
	

	Retained profits
	540,556
	531,895
	(8,661)

	Minority interests
	48,264
	61,431
	     13,167

	Deferred tax liabilities
	102,874
	35,013
	(67,861)


2.
Audit Report of the Preceding Annual Financial Statements


The auditors’ report of the preceding annual financial statements was not subject to any qualification.
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3.
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 usual seasonal production of fresh fruit bunches.

4.
Unusual Item

There were no unusual items for the current financial year to date.

5.
Changes in Estimates


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

6.
Changes in Debt and Equity Securities



There have been no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the current financial year to date.  
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7.
Dividends Paid


Dividends paid during the current financial year to date are as follows:-.

	
	Current Year 

To Date 

RM'000
	Preceding Year Corresponding Period 

RM'000

	Ordinary shares:
	
	

	
	
	

	Final dividend, proposed in year 2002, paid in year 2003     (6 sen per share less 28% income tax)
	12,808
	-

	
	
	

	Final dividend, proposed in year 2001, paid in year 2002     (10 sen per share less 28% income tax)
	-
	21,346



	
	
	

	Interim dividend     

(2002: 6 sen per share less 28% income tax)
	-


	12,808

	
	
	

	
	12,808
	34,154


8.
Segmental Reporting

	
	Plantation
	Manufacturing

& Trading
	Management

&

Investment
	Property
	Total

	Current Financial

 Year To Date
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	

	Revenue
	
	
	
	
	

	External sales
	169,531
	384,483
	2,601
	2,255
	558,870

	
	
	
	
	
	

	Result
	
	
	
	
	

	Segment result
	36,535
	56,160
	2,611
	180
	95,486

	Unallocated income
	
	
	
	
	2,427

	Unallocated expenses
	
	
	
	
	(8,434)

	Operating profit
	
	
	
	
	89,479

	Finance cost
	
	
	
	
	(5,666)

	Share of profit of

 associated company
	
	
	
	37
	            37

	Profit before taxation
	
	
	
	
	83,850

	Taxation
	
	
	
	
	  (21,935)

	Profit after taxation
	
	
	
	
	61,915
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9.
Valuations of Property, Plant and Equipment


The Group did not revalue its property, plant and equipment.

10.
Material Subsequent Events

There were no material events subsequent to the end of the current quarter.

11.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current quarter.

12.
Contingent Liabilities and Contingent Assets


There were no contingent liabilities or contingent assets as at 11 November 2003, being a date not earlier than 7 days from the date of issuance of this quarterly report.
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B.
ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

1.
Review of Performance

The Group's revenue for the third quarter of the current year was RM176.32 million, which represents a decrease of RM13.06 million from that of the corresponding quarter last year. However, the Group's profit before taxation increased by RM8.81 million to RM31.08 million from RM22.27 million the same quarter last year. The lower revenue was due to a decline in export sales by the Manufacturing and Trading Division. However, this division achieved better operating performance, and thus contributed to a higher profitability.

For the 9-month ended 30 September 2003, the Group registered a revenue of RM558.87 million, representing a growth of 6.1% from the previous year's corresponding period. Group pre-tax profit increased significantly by RM34.21 million or 68.9% from the corresponding period of the preceding year to RM83.85 million for the 9-month period under review. The improved results were attributed to the increased contributions from the Plantation Division and Manufacturing and Trading Division. The improved contribution from the Plantation Division was mainly due to higher prices of crude palm oil ("CPO") and palm kernel along with increase in fresh fruit bunches production as compared to the corresponding period last year. 

2. 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

	
	
	
	
	
	

	Revenue
	176,321
	
	198,495
	
	(22,174)

	
	
	
	
	
	

	Profit before taxation
	31,075
	
	24,182
	
	6,893


The revenue for the current quarter was RM22.17 million lower than that of the second quarter of the current financial year while the profit before taxation for the current quarter increased by RM6.89 million from the second quarter. This higher profit before taxation was mainly due to higher prices from palm products and improved performance from the Manufacturing and Trading Division.
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3.
Prospects

Based on the prevailing CPO prices, the profit contribution from the Plantation Division is expected to achieve further improvement for the remaining period of the financial year.

The Manufacturing and Trading Division is also expected to maintain its satisfactory performance for the rest of the financial year.

4.
Variance on Forecast Profit/Shortfall in Profit Guarantee

Not applicable.

5.
Taxation


Taxation comprises:-

	
	Current Year

Quarter

RM'000
	
	Current Year

To Date

RM'000



	Current period provision
	10,801
	
	28,276

	Under/(over) provision in respect of prior years
	(4,346)
	
	(4,346)

	Transfer to/(from) deferred taxation
	   (456)
	
	(2,002)

	Share of taxation of associated company
	       4
	
	       7

	
	6,003
	
	     21,935


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.

6.
Profits/(Losses) on Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments or properties during the current quarter.
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7.
Quoted Securities Other Than Securities in Existing Subsidiaries and Associated Company

(a) There were no purchases and disposals of quoted securities other than securities in existing subsidiaries and associated company.

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

	
	RM'000


	
	
	
	

	(i)    at cost
	47,624
	
	
	
	

	(ii)   at carrying value
	25,681
	
	
	
	

	(iii)  at market value
	19,666
	
	
	
	


8. (a)
Status of Corporate Proposals


The status of corporate proposals announced but not completed as at 11 November 2003, being the latest practicable date, are as follows:-

(i)
Proposed acquisition of 100% equity interest in Teon Choon Realty Company Sendirian Berhad comprising 7,200,000 ordinary shares of RM1.00 each for a cash consideration of RM56.400 million from Pernas Securities Sdn Berhad ("PSSB").

(ii)
Proposed acquisition of 70% equity interest in Ladang Serasa Sdn Bhd comprising 14,794,700 ordinary shares of RM1.00 each for a cash consideration of RM30.581 million from PSSB.

The above proposed acquisitions are pending the approval of the Foreign Investment Committee and the consents of the lenders of PSSB and Pernas International Holdings Berhad ("PIHB") to be obtained by PSSB and PIHB for the disposal of the above shares to Tradewinds (M) Berhad.

(iii)
Shirako Limited, a wholly-owned subsidiary of Central Sugars Refinery Sdn Bhd, which in turn is a wholly-owned subsidiary of Tradewinds, underwent a member's voluntary liquidation. Shirako Limited was dissolved on 30 October 2003.

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

There was no corporate proposal involving funds raising.
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9.
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
	-
	
	 211,889
	
	    211,889

	  Unsecured term loan
	      29,488
	
	-
	
	        29,488

	
	      29,488
	
	    211,889
	
	      241,377

	  Less:  Current portion of long term   

             borrowings           
	                   (11,640)
	
	     (40,699)
	
	    (52,339)

	
	
	
	
	
	

	
	      17,848
	
	    171,190
	
	      189,038

	Short Term Borrowings
	
	
	
	
	

	   Secured
	
	
	
	
	

	       Revolving credit
	-
	
	    120,000
	
	      120,000

	   Unsecured
	
	
	
	
	

	       Revolving credit
	-
	
	    101,300
	
	      101,300

	       Overdrafts
	-
	
	         319
	
	            319

	
	-
	
	    101,619
	
	      101,619

	   Current portion of long term borrowings
	     11,640
	
	      40,699
	
	        52,339

	
	     11,640
	
	    262,318
	
	      273,958

	
	
	
	
	
	

	Total
	     29,488
	
	    433,508
	
	      462,996


10.
Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at 11 November 2003, being the latest practicable date.

11.
Changes in Material Litigation

There was no pending material litigation as at 11 November 2003, being a date not earlier than 7 days from the date of issue of this quarterly report.
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12.
Dividend

An Interim Dividend of 10 sen per share less 28% income tax (2002: 6 sen) was declared on 27 August 2003 in respect of the financial year ending 31 December 2003 and was paid on 17 November 2003.

The Board of Directors does not recommend any dividend for the third quarter ended 30 September 2003.

13.
Earnings Per Share
(a) Basic earnings per share

The calculation of basic earnings per share for the current year to date is based on the net profit attributable to ordinary shareholders of RM63,099,000 and the weighted average number of ordinary shares outstanding during the current year to date of 296,470,484.

(b) Fully diluted earnings per share

Not applicable.

BY ORDER OF THE BOARD

ROHAYA BINTI HASHIM

Company Secretary

LS 008070

Kuala Lumpur

18 November 2003
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