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NOTES TO THE INTERIM FINANCIAL REPORT – 31 March 2003

	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 2002.



	
	
	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 2002, except for the adoption of MASB 25 – Income Taxes which became effective 1 January 2003.

Under MASB 25, deferred tax liabilities are recognized for all taxable temporary differences.  Previously, deferred tax liabilities were provided for all timing differences except when there is reasonable evidence that these timing differences will not reverse in the foreseeable future.  In addition, the Group has commenced recognition of deferred tax effects on revalued assets although the Group has no firm commitment to dispose of these assets in the foreseeable future.  Previously deferred tax effects on revalued assets were not recognized if the Group has no firm commitment to dispose of the assets in the foreseeable future.  The changes and effects of adopting MASB 25 have been applied retrospectively and comparatives have been restated.  The effects of the changes are as follows :

	
	
	
	2003
	2002

	
	
	
	RM’000
	RM’000

	
	
	Effects on retained profits :
	
	

	
	
	At 1 January, as previously stated 
	86,669
	75,345

	
	
	Effects on adopting MASB 25
	3,083
	2,313

	
	
	At 1 January, as restated 
	89,752
	77,658

	
	
	
	
	

	
	
	Effects on revaluation surplus :
	
	

	
	
	At 1 January, as previously stated
	11,468
	11,468

	
	
	Effects on adopting MASB 25
	(4,210)
	(3,608)

	
	
	At 1 January, as restated
	7,258
	7,860

	
	
	
	
	

	
	
	Effects on deferred taxation
	
	

	
	
	At 1 January, as previously stated
	4,492
	1,475

	
	
	Effects on adopting MASB 25
	1,127
	1,295

	
	
	At 1 January, as restated
	5,619
	2,770


	2
	
	Auditors’ Report on Preceding Annual Financial Statements



	
	
	The auditors’ report on the financial statements for the year ended 31 December 2002 was not qualified.
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	Seasonal or Cyclical Factors



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



	
	
	There were no unusual items affecting assets, liabilities, equity,  net income or cashflow  because of their nature, size or incidence  in the current quarter .



	5
	
	Changes in Estimates



	
	
	There were no changes in estimates that have had a material effect in the current quarter.
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	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.



	7
	
	Dividends

The amount of dividend paid or declared during the financial period ended 31 March 2003 was as follows :



	
	
	
	Amount
	Net Dividend Per Share

	
	
	
	Jan/Mar 2003
	Jan/Mar 2002
	Jan/Mar 2003
	Jan/Mar 2002

	
	
	
	RM’000
	RM’000
	sen
	sen

	
	
	2002, 2nd Interim
	
	
	
	

	
	
	10 sen tax exempt per share payable on 28th April 2003
	7,500
	-
	10.0
	-
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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 Profit

RM’000

	
	
	Malaysia
	195,427
	100,753
	3,073

	
	
	Indonesia
	168,267
	57,787
	7,611

	
	
	Others
	4
	
	(18)

	
	
	
	             363,698
	158,540
	10,666

	
	
	Consolidation adjustments

related to intra group

 transactions
	
	(26,781)
	(456)

	
	
	
	363,698
	131,759
	10,210
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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 2002.
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	Events subsequent to Balance Sheet Date



	
	
	There are no material events subsequent to the balance sheet date except for the following :



	
	a)
	the  completion of the Company’s  acquisition of a 30% equity interest in Marlborough Resources NL, Australia  as announced on 22 April 2003; and



	
	b)
	the Company’s proposed acquisition  of a 25% interest in ZR Network Sdn Bhd which was announced on 16 May 2003.
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	Changes  in the Composition of the Company



	
	
	Marlborough Resources NL  became an associated company of the Group as a result of the completion of the Company’s acquisition of a 30% equity interest in Marlborough Resources NL, effective 22 April 2003.



	12
	
	Changes in Contingent Liabilities



	
	
	There were no material changes in contingent liabilities since 31 December 2002.
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	Capital Commitments



	
	
	The amount of capital commitments for investment in Marlborough Resources NL not provided for in the interim financial statements at 31 March 2003 is as follows :



	
	
	                                                                                   RM’000

	
	
	Approved and contracted for                                                                                     8,000
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	Related Party Transactions



	
	
	The following are significant related party transactions :
	

	
	
	
	3 months ended

	
	
	
	31.03.2003

	
	
	
	RM’000

	
	
	Sales to an associate, Redring Solder (M) Sdn Bhd
	3,475



	
	
	Smelting charges paid to a corporate shareholder of a

     subsidiary, PT Timah tbk by the subsidiary
	735

	
	
	The above arose from normal trade transactions on an arm’s length basis.
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	Taxation



	
	
	Taxation comprises the following :



	
	1st Quarter
	Year to Date

	
	2003
	2002
	2003
	2002

	Current Taxation
	RM’000
	RM’000
	RM’000
	RM’000

	    Malaysian income tax
	(995)
	(2,079)
	(995)
	(2,079)

	    Foreign tax
	(2,888)
	-
	(2,888)
	-

	Deferred tax
	(528)
	(10)
	(528)
	(10)

	Tax expense of prior year
	18
	-
	18
	-

	Associated company
	(44)
	(33)
	(44)
	(33)

	
	
	
	
	

	Total
	(4,437)
	(2,122)
	(4,437)
	(2,122)


	
	
	The effective tax rate for the current period was higher than the statutory  tax rate in Malaysia due to the higher tax rate payable by a foreign subsidiary.
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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 as at 19 May 2003 the latest practical date which is not earlier than 7 days from the date of issue of this quarterly report, except for the proposed acquisition of a 25% equity interest in ZR Network Sdn Bhd which was announced to KLSE on 16 May 2003.  The proposed acquisition is still pending the approvals of the relevant authorities.
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	Group Borrowings and Debts Securities



	
	
	Group borrowings as at 31 March  2003 comprise the following :



	
	
	
	31.03.03
	
	31.12.02

	
	
	
	RM’000
	
	RM’000

	
	a)
	Short Term Borrowings (unsecured)
	
	
	

	
	
	Foreign currency trade finance
	23,130
	
	33,317

	
	
	Bankers’ Acceptance
	22,920
	
	16,440

	
	
	
	46,050
	
	49,757

	
	
	Current portion of Term Loan
	9,500
	
	9,500

	
	
	
	55,550
	
	59,257

	
	b)
	Long Term Borrowing (unsecured)
	
	
	

	
	
	Term Loan


	28,500
	
	28,500

	
	
	Amount denominated in foreign currency
	USD’000
	
	USD’000

	
	
	Foreign currency trade finance
	6,087
	
	8,768

	
	
	Current portion of Term Loan
	2,500
	
	2,500

	
	
	Term Loan
	7,500
	
	7,500

	
	
	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.



	
	
	Short term borrowings bear interest at rates ranging from 1.60% to 6.8% (2002 : 1.85% to 6.80%) per annum.  The term loan  is repayable by 8 semi-annual instalments of USD1.25 million each commencing 5 April 2003.  The interest for term loan is charged at 1% above 3 months Singapore Interbank Offer Rate for US Dollars.
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	Financial Instrument with Off Balance Sheet Risk



	
	
	As at 19 May 2003, the Company had the following outstanding foreign currency contracts for hedging of its committed sales of tin denominated in foreign currency :-



	
	
	Currency
	Contract Amount
	Equiv. Amount
	

	
	
	
	(’000)
	RM’000
	Expiry Dates

	
	
	Sales
	
	
	

	
	
	USD
	4,800
	18,322
	From  20/05/2003

	
	
	
	
	
	      to  31/12/2003
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	Material Litigation



	
	
	There was no material litigation at 19 May  2003, 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 1st quarter 2003 was RM10.21 million compared with RM12.83 million recorded in the 4th quarter 2002.  The decrease was mainly due to a lower profit contribution from the smelting operations at Butterworth as a result of the downsizing of the furnace operations.
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	Review of Performance of the Company and its Principal Subsidiaries



	
	
	Group profit before tax for the period  increased by 45.2% to RM10.21 million (RM7.03 million for the previous year), mainly due to the consolidation of results of a subsidiary,  PT Koba Tin, which was acquired in April 2002.  PT Koba Tin had performed better than expected. The increase in profitability had more than offset the lower profit contribution from the Group’s smelting operations at Butterworth.

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 year to the date of this announcement.
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	Current Year Prospects



	
	
	The Group will continue to undertake the necessary cost  rationalisation at the Group’s smelting plant in Butterworth and to improve operating efficiencies of PT Koba Tin in Indonesia.  Barring any unforeseen circumstances, the Group expects to maintain a reasonable level of profitability for the year 2003.
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	Variance of Actual Profit from Forecast Profit (Final Quarter Only) 



	
	
	Not applicable. 
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	Basic Earnings Per Share



	
	
	
	1st  Quarter
	Year-to-Date

	
	
	
	3 months ended
	3 months ended

	
	
	
	31.03.2003
	31.03.2002
	31.03.2003
	31.03.2002

	
	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	Net profit for the period
	4,686
	4,909
	4,686
	4,909

	
	
	Number of ordinary shares
	
	
	
	

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

	
	
	Basic earnings per share (sen)
	6.2
	6.5
	6.2
	6.5
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	Dividend



	
	
	A  second interim dividend of 10 sen per share,  tax exempt totalling  RM7,500,000 for the year ended 31 December 2002 was declared and paid on 28 April 2003 to shareholders.




By Order of the Board

Abdul Rahim Hussain

Secretary

Butterworth

26 May  2003

