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NOTES TO THE INTERIM FINANCIAL REPORT

1

Basis of Preparation





The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and paragraph 9.22 of the Kuala Lumpur Stock Exchange 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 2001.





The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001, except for the adoption of the following new approved accounting standards  :





· MASB 19 – Events after Balance Sheet Date

· MASB 23 – Impairment of Assets





The effects of the adoption of the above MASB standards are set out below :




a)
Dividends





In previous years, proposed final dividends were accrued as a liability.  In compliance with MASB19, the Group has now changed this accounting policy to accrue final dividends in the period in which the obligation to pay is established.   Therefore, the proposed final dividends will now be accrued as a liability after approval by shareholders at the Annual General Meeting.





The comparative figures have been restated to reflect the impact of the non-recognition of final dividend proposed after the balance sheet date.  The effect of the change is disclosed in the condensed consolidated statement of changes in equity.




b) 
Impairment of Assets





An impairment loss of RM458,000 on certain plant and equipment has been provided and charged against the profit for the current quarter and financial year-to-date.
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Seasonal or Cyclical Factors





There were no significant seasonal or cyclical factors affecting the business operations of the Group.



3

Unusual Item





A provision of RM1.40 million for termination benefits was made in the current quarter in relation to the down-sizing of the smelting plant at Butterworth. (see Note 8).



4

Issuance and Repayment of Debt and Equity Securities





There were no issuance and repayment of debts 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.
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Dividends Paid






9 months ended




30 .09.2002




RM’000



2001 final paid :




12 sen (2000 : 10 sen) per share less 28% tax
6,480








2002 interim payable on 11 October 2002




8 sen tax exempt (2001 : 8 sen less 28% tax) per share
6,000




12,480
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Segmental Reporting





The Company and its principal subsidiary operate principally within one industry.  The segmental reporting by geographical locations for the current financial year-to-date are as follows :





Geographical

Location
Total Assets Employed

RM’000
Revenue

RM’000
Pre-Tax

RM’000



   Malaysia   
196,565
395,131
17,848



* Indonesia
151,161
179,767
8,480




347,726
574,898
26,328



 * for 6 months from April to September 2002
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Property, Plant and Equipment





The valuation of land and buildings have been brought forward without amendment from the previous audited annual financial statements for the year ended 31 December 2001.



8

Events subsequent to Balance Sheet Date





As announced to the Kuala Lumpur Stock Exchange on 30 September 2002 due  to the continuing weak global tin market, low tin prices and consequent closure of most marginal and high cost mines in many tin-producing countries, the Group’s smelting operations need to undergo cost and capacity rationalisation.  The smelting plant at Butterworth has been down-sized to two furnaces from four furnaces starting from the end of October 2002.  Termination benefits totalling RM2.8 million were paid to the affected employees.





However, mining and smelting operations at the Group’s newly acquired subsidiary in Indonesia, PT Koba Tin  continue to maintain its current level of production.  The rationalisation is necessary to ensure that the Group’s smelting business continues to remain profitable.
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Changes  in the Composition of the Company





The Company completed the acquisition of a 100% interest in Kajuara Mining Corporation Pty Ltd., through its 100% owned subsidiary, Bemban Corporation Ltd on 9 April 2002.  Kajuara Mining Corporation Pty Ltd owns a 75% interest in PT Koba Tin.





The principal activity of these subsidiaries are as follows :






Country of

Incorporation
Principal Activity



Bemban Corporation Ltd
British Virgin Islands
Investment Holdings





Kajuara Mining Corporation Pty Ltd
Australia
Investment Holdings





PT Koba Tin
Indonesia
Tin mining and smelting






a)
The cost of acquisition is as follows :

· Initial cash consideration and expenses directly attributable to the acquisition of about RM56.4 million

· Deferred contingent payment of up to USD6.0 million (approximately RM22.8 million) based on the average tin price (see Note 10).





The effect of the acquisition on the interim financial statements is as follows :






RM’000




Increase in the Group’s net profit for





-  3 months ended 30 September 2002
3,730




-  9 months ended 30 September 2002
8,480




Assets and liabilities assumed at 30 September 2002





· Property, plant and equipment
56,726




· Other non-current assets
1,238




· Current Assets
99,772




· Current liabilities
(23,813)




· Deferred liabilities
(28,010)




                                          Net 
105,913









b)
Under the labour agreements of PT Koba Tin, employees are entitled to accumulate termination benefits calculated according to length of service and payable on termination.





The accounting policy is to provide for termination payments as follows :




i)
Provision is made for the liability which accrues annually for termination benefits payable to all employees under the company’s labour agreements, based on compensation during years of employment and years of service.  Expected future termination benefit payments are discounted to the balance sheet date using forecast bond discount rates.




ii)
Termination benefits paid during the year are charged against the provision.
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Changes in Contingent Liabilities





The changes in contingent liabilities since 31 December 2001 are as follows :





As at 20 November 2002, the Company had the following contingent payments of up to USD6.0 million (approximately RM22.8 million) based on the average tin price, payable within 21 days of each calendar year end arising from the acquisition of Kajuara Mining Corporation Pty Ltd as disclosed in Note 9.





2002 : a payment of USD2 million (approximately RM7.6 million) if the average tin price for the 2002 calendar year exceeds USD5,175 per tonne declining to zero if the average tin price does not exceed USD4,575 per tonne; and





2003 : a payment of USD2 million (approximately RM7.6 million) if the average tin price for the 2003 calendar year exceeds USD5,675 per tonne declining to zero if the average tin price does not exceed USD5,075 per tonne; and





2004 : a payment of USD2 million (approximately RM7.6 million) if the average tin price for the 2004 calendar year exceeds USD5,675 per tonne declining to zero if the average tin price does not exceed USD5,057 per tonne.
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Related Party Transactions




9 months ended




30.09.2002
30.09.2001




RM’000
RM’000



Sales to an associated company
7,986
13,320



Smelting services provided  to a subsidiary 
3,705
-



Share of profit from services provided for





    extraction and sales of tin slags on behalf of a





    substantial shareholder, The Straits Trading Co Ltd 
-
1,474



Purchases from a subsidiary
68,403
-



The above arose from normal trade transactions on a negotiated basis.
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Reserves







Restated




30.09.2002
31.12.2001




RM’000
RM’000



Non-distributable





Surplus on revaluation of land and buildings
11,468
11,468



Share of capital reserve in an associated co.
1,706
1,706



Reserve on consolidation
18,400
-



Distributable





Retained profits
78,842
75,345




110,416
88,519
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Minority Interests





This represents the minority shareholder’s proportion of share capital and reserves of a subsidiary acquired during the year.
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Taxation





Taxation comprises the following :




3rd Quarter
Year to Date


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

Current Taxation
(3,339)
(2,666)
(9,586)
(7,538)

(Under)/over provision in





Prior years
-
-
-
-

Deferred Taxation
(10)
(30)
(30)
(30)

Associated Company
(39)
(55)
(143)
(151)

Total
(3,388)
(2,751)
(9,759)
(7,719)



The effective tax rate for the current periods was higher than the statutory  tax rate in Malaysia due to the higher tax rate payable by a subsidiary overseas.
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Profit on Sale of Unquoted Investment and/or Property





There was no profit on sale of unquoted investment and/or property for the current quarter and financial year-to-date.
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Purchase and Sale of Quoted Securities





There was no purchase or sale of quoted securities for the current quarter and financial year-to-date.
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Status of Corporate Proposal





There was no corporate proposal announced but not completed at 20 November 2002 the latest practical date which is not earlier than 7 days from the date of issue of this quarterly report.
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Group Borrowings and Debts Securities





Group borrowings as at 30 September 2002 comprise the following :






30.09.02

31.12.01




RM’000

RM’000


a)
Short Term Borrowings (unsecured)






Foreign currency trade finance
16,065

20,017



Bankers’ Acceptance
8,270

15,478




24,335

35,495



Current portion of Term Loan
4,750

-




29,085

35,495


b)
Long Term Borrowing (unsecured)






Term Loan
33,250

-





Amount denominated in foreign currency
USD’000

USD’000



Foreign currency trade finance
4,228

5,268



Current portion of Term Loan
1,250

-



Term Loan
8,750



-



Foreign currency trade finance denominated in US Dollar is utilised for working capital requirements involving purchases and sales of concentrates and tin metal denominated in US Dollars.





The term loan was utilised for the acquisition of Kajuara Mining Corporation Pty Ltd.  The interest rate per annum is 1% above 3-month Singapore Interbank Offer Rate (SIBOR) for US Dollar borrowings.  It is repayable by 8 semi-annual instalments of USD1.25 million each commencing 5 April 2003.
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Financial Instrument with Off Balance Sheet Risk





As at 20 November 2002, the Company had the following outstanding foreign currency contracts for hedging of its committed purchases and sales of tin denominated in foreign currency :-





Currency
Contract Amount
Equiv. Amount





(’000)
RM’000
Expiry Dates



Sales






USD
3,945
15,016
From 21/11/2002






      to 12/2/2003      
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Material Litigation





There was no material litigation at 20 November 2002, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.
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Material Change in the Quarterly Results

as compared with the Preceding Quarter





Group pre-tax profit for the 3rd quarter 2002 was RM7.61 million compared with RM12.20 million recorded in the 2nd quarter 2002.  The decrease was mainly due to lower profit from the Company’s smelting operations at Butterworth and a provision of RM1.40 million for termination benefits in the current quarter in relation to the  downsizing of workforce at the Butterworth smelting plant.



22

Review of Performance of the Company and its Principal Subsidiaries





Group profit before tax for the 9 months ended 30 September 2002 increased by 2.3% to RM26.84 million  (RM26.23 million for the previous  period),  mainly due to the consolidation of post-acquisition profits of the newly acquired subsidiary, PT Koba Tin from the 2nd quarter of 2002.

Other than reported in Note 8, no item, transaction or events of a material and unusual nature has arisen which would affect substantially the results of the operations of the Group from the end of the current financial period to the date of this announcement.
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Current Year Prospects





Despite the downsize of the Group smelting operation at Butterworth and barring unforeseen circumstances, the overall results of the Group for the year 2002 are expected to be close to the previous year’s record level of RM33.69 million due to on-going efforts to improve operating efficiency and reduce  production cost at the newly acquired subsidiary, PT Koba Tin in Indonesia.
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Variance of Actual Profit from Forecast Profit (Final Quarter Only) 





Not applicable as no profit forecast was published.
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Basic Earnings Per Share






3rd Quarter
Year-to-Date




3 months ended
9 months ended




30.9.2002
30.9.2001
30.9.2002
30.9.2001




RM’000
RM’000
RM’000
RM’000



Net profit for the  period
3,622
6,477
15,977
18,513



Number of ordinary shares







       in issue
75,000
75,000
75,000
75,000



Basic earnings per share (sen)
4.8
8.6
21.3
24.7
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Dividend





The interim dividend of 8 sen per share, tax exempt (2001 : 8 sen per share less 28% tax) was paid on 11 October 2002 to shareholders.  No further interim dividend has been declared for the quarter under review.



By Order of the Board

Abdul Rahim Hussain

Secretary

Butterworth

27 November 2002

