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Quarterly Report for the Period Ended 31 October 2003

Notes (in compliance with MASB 26)

A1  Accounting Policies and Methods of Computations

The quarterly financial report has been prepared in accordance with Malaysian Accounting Standard Board (MASB) 26: Interim Financial Reporting and Paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements. The quarterly financial report should be read in conjunction with the Group’s audited financial statements for the year ended 31 January 2003.

The accounting policies and methods of computations adopted by the Group in these quarterly financial statements are consistent with those adopted in the audited financial statements for the year ended 31 January 2003 except for the adoption of the applicable approved Accounting Standards that have come into effect during the current financial period. 

A2  Audit Report of Previous Annual Financial Statements
The audit report of the preceding annual financial statements was not qualified.

A3 
Seasonal or Cyclical Factors

The Group's operations are not affected by any seasonal or cyclical factors other than the volatility in the trading volume and share prices on the KLSE and the seasonal factors that affect the occupancy and room rates of the Group’s hotel operations in Australia.

A4 Unusual Items Affecting the Financial Statements

There were no items affecting assets, liabilities, equity, net income or cash flows during the financial period under review that are unusual because of their nature, size or incidence. 

A5
Changes in Accounting Estimates

There were no material changes in accounting estimates used in the preparation of the financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year.
A6
Debt and Equity Securities

There were no issuance, cancellation, repurchases, resale and repayment of debts and equity securities since the last annual balance sheet date. 

A7 
Dividends Paid


In respect of the financial year ended 31 January 2003, a final dividend of 1% less 28% taxation amounting RM9,565,000 was paid on 12 September 2003. Subsequent to the financial period ended 31 October 2003, an interim dividend was paid (refer note B12).

A8  Segmental Information

Segment revenue and segment result for the current financial period to date:


Stock broking
Investment

Holding
Finance and related services
Property development

And investment
Hotel operations
Others
Elimination
Consolidated


RM’000
RM’000
RM’000
RM’000
RM’000
RM’000
RM’000
RM’000











Revenue









External sales









- continuing operations
72,736
86
2,587
14,959
41,610
4,883
-
136,861

- discontinued operations
-
-
755
-
-
-
-
755

Inter-segment sales
-
5,897
-
2,049
-
459
(8,405)
-

Total revenue
72,736
5,983
3,342
17,008
41,610
5,342
(8,405)
137,616





















Results









Segment results
43,755
89,590
12,111
4,918
4,559
1,821
(70,461)
86,293

Unallocated corporate expenses







(1,278)

Profits from operations







85,015

Finance costs, net







(6,163)

Share of results of associated companies
-
-
-
18
-
(26)
-
(8)

Share of results of jointly controlled entities
-
-
-
-
-
-
-
-

Taxation







(16,697)

Profit after taxation







62,147

Minority 

    Interests







(740)

Net profit from

    Ordinary activities







61,407

A9  Valuations of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements. In accordance with the Group’s policy, property, plant and equipment are stated as cost less accumulated depreciation and impairment losses.

A10 Subsequent Events   

 There were no material events subsequent to the end of the interim period except for the following:

a)    the proposed acquisition by Botly Securities Sdn Bhd (“Botly”), a wholly owned subsidiary of TA Enterprise Berhad (“TAE”), of the stockbroking business of Borneo Securities Sdn Bhd (“Borneo”) and the conversion of the stockbroking business of Borneo into a branch office of Botly were completed in November 2003.

b)
the acquisition of the entire issued and paid-up capital of an unquoted company incorporated in British Columbia, Empress II Holdings Ltd by the Group for a total cash consideration of C$100. 


A11 Changes in the Composition of the Group 

 During the current financial period to date:

a) TA Realty Ltd, a wholly owned subsidiary of TA Enterprise Berhad (“TAE”) in Canada, was dissolved under a Members’ Voluntary Winding Up (MVWU). The MVWU has no material financial effect on the Group.
A12 Changes in Contingent Liabilities or Contingent Assets   

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet date. 

A13 Commitments

The amount of commitments for the properties development expenditure not provided for in the current financial period is as follows:- 




        RM'000

 Approved and contracted for 

10,565

Notes (in compliance with the revised KLSE Listing Requirements)

B1
Review of performance of the Company and its Principal Subsidiaries
The Group recorded a revenue and profit before taxation of RM137.6 million and RM78.8 million respectively for the nine months ended 31 October 2003 whereas for the previous corresponding financial period ended 31 October 2002, revenue and profit before taxation were RM119.2 million and RM22.4 million respectively.  

The improvement in the performance for the nine-month period ended 31 October 2003 was driven by a relatively more active KLSE performance. 

Revenue and profit before tax for the current quarter ended 31 October 2003 were RM63.3 million and RM35.3 million respectively whereas for the previous corresponding quarter ended 31 October 2002, revenue and loss before taxation were RM32.0 million and RM2.2 million respectively.
The relatively more active trading activities and appreciation of share prices on the KLSE had brought about an increase in the Group’s operating profit, write-back of provision for doubtful debts and gains on sale of quoted investments. The improved pre-tax results were also supported by an increase in unrealised foreign currency translation gains.
B2
Material Changes in the Quarterly Results 

The Group registered a pre-tax profit of RM35.3 million in this quarter as compared to a pre-tax profit of RM41.3 million reported for the preceding quarter. 

The pre-tax profit of the preceding quarter was relatively higher than the current quarter as the write-back of provisions for doubtful debts and impairment losses in the current quarter were relatively lower.

B3
Prospects for the Remaining Period of the Financial Year
Current year prospects are closely linked to the performance of the KLSE, the Malaysian economy and the performance of the Group’s hotel operations in Australia.  Barring any unforeseen and unfavourable circumstances which would adversely affect the aforesaid performance, the financial result of the Group is expected to improve.  

B4
Variance between Actual Profit and Forecast Profit

Not applicable.

B5
Taxation


a) Taxation for the current financial period were as follows:


Individual Quarter

Current Year Quarter

RM'000
Cumulative Quarter

Current Year To Date

RM'000

 Tax charge for the period
11,246
15,515

 Transfer to/(from) deferred taxation
(274)
(345)

 Under provision in previous years
1,562
1,527


12,534
16,697

 b) A reconciliation between the statutory and effective tax rate:


Individual Quarter

Current Year Quarter

RM'000
Cumulative Quarter

Current Year To Date

RM'000

Tax at the statutory income tax rate of 28%
9,875
22,076





Reconciliation:



Tax effects of income that are not taxable in determining taxable profits
(4,164)
(12,092)

Tax effects of expenses that are not deductible in determining taxable profits
4,246
7,662

Tax effect from lower tax rate of 20% for SMI
(140)
(183)

Tax effect on profit/loss i.r.o. different tax rates among the countries:



     Australia
23
29

     Canada
(114)
(450)

     Hong Kong
(275)
(515)

     Philippines
3
10

     South Africa
(14)
18

     Sri Lanka
39
39

Benefit from utilising past years capital allowances
858
858

Benefit from utilising past years tax losses
(1,713)
(8,279)

Realisation of tax on prior years’ accrued interest income
3,360
4,200

Deferred tax expenses  -origination and reversal of temporary differences 
(642)
146

Deferred tax income  -losses c/f (not recognised as assets)
(376)
1,649

Current and previous years’ losses utilised to reduce deferred tax expenses
6
2

Under provision of prior years tax
1,562
1,527





Tax expense at effective rate
12,534
16,697

B6
Sale of Unquoted Investments and/or Properties 



Individual Quarter

Current Year Quarter

RM'000
Cumulative Quarter

Current Year To Date

RM'000





Profit on sale of unquoted investment
27
562





Profit/(Loss) on sale of properties
-
-

B7
Purchase / Disposal of Quoted Securities 

a) Total purchases and disposals of quoted securities by the Group other than the Member Companies  and financial institution subsidiaries for the current financial period were as follows:-


Individual Quarter

Current Year Quarter

RM'000
Cumulative Quarter

Current Year To Date

RM'000

 Total purchases of quoted securities 
8,305
18,990

 Total sales of quoted securities
4,208
16,162

 Profit on sales of quoted securities
584
1,191

b) Total investments in quoted securities by the Group other than the financial institution subsidiaries as at 31 October, 2003 were as follows:-


Member Companies
Others
Total


   RM'000
   RM'000
RM'000

Quoted securities, at cost
3,820
62,348
66,168

Less : Provision for impairment losses

(231)
(2,604)
(2,835)

Quoted securities, at book value
3,589
59,744
63,333






Market value of quoted securities
3,605
73,117
76,722

B8

Status of Corporate  Proposals

All corporate proposals announced have been completed at the date of this quarterly report except for the followings:-

a) partially completed Special Bumiputra Issue first implemented in 1997;

b) the proposed acquisitions by Botly Securities Sdn Bhd (“Botly”), a wholly owned subsidiary of TA Enterprise Berhad (“TAE”), of the stockbroking businesses of Kota Bahru Securities Sdn Bhd (“KBS”) and TA Securities Berhad (“TAS”), has obtained the approvals from the relevant regulatory authorities subject to the fulfillment of conditions imposed.
c) the proposed conversion of the stockbroking businesses of KBS and TAS into branch offices of Botly and relocation of the stockbroking businesses of Botly from Ipoh to Kuala Lumpur, has obtained the approvals from the relevant regulatory authorities subject to the fulfillment of conditions imposed. 
d) application by Botly for the Universal Broker (“UB”) status has obtained the approval from the relevant regulatory authorities subject to the fulfillment of conditions imposed. The Board of Directors of TAE had submitted an appeal to the relevant authorities seeking exemption/waiver of certain conditions imposed by the Securities Commission (“SC”). 
e) the proposed opening of additional branch offices by Botly in Johor Bahru, Kota Kinabalu, Kuching and Seremban has obtained the approval from the relevant regulatory authorities. The additional branch offices can only commence operations upon Botly obtaining the necessary approval to commence operations as UB.

f) OUB-TA Asset Management Sdn Bhd, an associated company of TAE, initiated a Members’ Voluntary Liquidation (MVL). The MVL has no material financial effect on the Group.
g) the proposed extension of the duration and exercise period for the TAE Warrants 1999/2004 by five years from 24th June 2004 to expire on 24th June 2009. The SC has approved the extension subject to the fulfillment of conditions imposed inter alia the approval of the shareholders of the Company and holders of the TAE warrants 1999/2004. 
h) Inferprop (Proprietary) Limited (“Inferprop”), a wholly-owned subsidiary of TAE in South Africa, has on 10 September 2003 applied to the Department of Trade and Industry of South Africa for de-registration. Inferprop has been dormant and inactive since incorporation. The de-registration has no financial effect on the Group.

i)  the proposed termination of TAE’s existing Employees’ Share Option Scheme (ESOS) which commenced on 10 March 1994 and is set to expire on 9 March 2004.

j)  the proposed establishment of a new ESOS of up to 10% of the issued and paid-up capital of TAE at any point in time and shall be in force for a period of five years from the effective date. 
B9
Group Borrowings and Debt Securities


Total Group borrowings as at 31 October 2003 were as follows:-


Secured

Unsecured


RM'000

RM'000

Long Term Loans


Foreign currency loan
     138,668

-






Short Term Borrowings




      Bank overdrafts
               -   

         -

      Revolving credits
        23,500

-

      Foreign currency loans
          2,593

         -


        26,093

         -     

Denomination of foreign currency loans: -




Long Term Loans


C$
48,007,000
      138,668

-

Short Term Borrowings


C$ 
     898,000
          2,593

-






The secured foreign currency loan of C$48,905,000 (RM141,261,000 equivalent), which long-term portion amounting to C$48,007,000 (RM138,668,000 equivalent) and short-term portion amounting to C$898,000 (RM2,593,000 equivalent), is repayable in full on 1 December, 2005.  The interest rate of 7.59% per annum is compounded semi-annually and repayable monthly. The foreign currency loan granted to TA Properties (Canada) Trust, a trust incepted in Antigua, is secured against its own freehold building that is located in Canada and against the assignment of rentals from the said building.

B10
Off Balance Sheet Financial Instruments
Value of FKLI and FCPO contracts classified as remaining period to maturity (open positions for proprietary trades) as at 22 December 2003. 
Futures

Contracts
Contract Price

(RM)
Value  per tick
Number of Contract
Contract Value 

      (RM)
Initial Margin requirement

(RM)

-FKLI

-FCPO
   764.65

1,765.76
RM50

25 metric ton


10

50
   382,325.00

2,207,200.00
  17,500.00

162,500.00

Market risk

Gains or losses on proprietary trading in Kuala Lumpur Stock Exchange Composite Index (“KLSE CI”) and Crude Palm Oil (“CPO”) futures which depends on the ability of the Group to accurately predict the movements of KLSE CI and CPO prices up to and including the exercise date.

Credit risk

The Group relies on MDCH to monitor the creditworthiness of other clearing members via its financial and operational requirements for minimum membership standards.

Related accounting policies

Profit/loss on proprietary trading on futures contracts that is recognised in the income statement is computed by comparing the difference between the contracted price and daily settlement value.

B11
Material Litigation
  There has been no change in material litigation since the last annual balance sheet date.  

B12
  Dividend
An interim dividend of 5% less 28% taxation in respect of the financial year ending 31 January 2004 of 5sen per share (before tax) (2003: Nil) has been declared and paid on 13 November 2003. 

B13
Earnings Per Share (EPS) 



Cumulative Quarter ended 

31 October 2003
Cumulative   Quarter ended 

31 October 2002



 Basic earnings per share







 Net profit for the period (RM’000)
61,407
16,775





 Weighted average number of ordinary shares in issue(’000 )
1,328,475
1,328,475





 Basic earnings per share (sen)
4.62
1.26





Fully diluted earnings per share







 Net profit for the period (RM’000)
61,407
16,775





 Weighted average number of ordinary shares in issue(’000 )
1,328,475
1,328,475





 Fully diluted earnings per share (sen)
4.62
1.26

The outstanding share options from ESOS and warrants have been excluded from the computation of fully diluted earnings per RM1.00 ordinary share as their conversion to ordinary shares are anti-dilutive.







BY ORDER OF THE BOARD

Kuala Lumpur

Khoo Poh Kim @ Kimmy (LS04542)
30 December 2003
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