SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2002

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE PERIOD ENDED 30 SEPTEMBER 2002

	
	Individual period
	
	Cumulative period

	
	Current year quarter

RM’000
	Preceding year corresponding quarter

RM’000
	
	Current 
year-to-date

RM’000
	Preceding year corresponding period

RM’000

	Revenue
	52,841
	55,926
	
	151,070
	149,392


	Operating expenses
	(34,584)
	(36,029)
	
	(95,412)
	(92,357)


	Other operating income
	3,584
	723
	
	4,923
	1,808


	Profit from operations
	21,841
	20,620
	
	60,581
	58,843



	Finance costs
	(5,880)
	(6,248)
	
	(17,389)
	(18,489)


	Share of results of associates
	19,570
	17,612
	
	56,624
	54,497


	Profit before exceptional items
	35,531
	31,984
	
	99,816
	94,851


	Exceptional items
	0
	0
	
	0
	(1,602)



	Profit before taxation
	35,531
	31,984
	
	99,816
	93,249



	Taxation
	(5,053)
	(6,196)
	
	(19,125)
	(17,629)


	Profit after taxation
	30,478
	25,788
	
	80,691
	75,620


	Minority interest
	(801)
	(1,700)
	
	(3,111)
	(3,868)


	Profit attributable to shareholders of the Company
	29,677
	24,088
	
	77,580
	71,752

	
	
	
	
	
	

	Earnings per share
	
	
	
	
	

	(i) Basic (sen)
	2.54
	2.06
	
	6.63
	6.13

	(ii) Fully diluted (sen)
	NA
	NA
	
	NA
	NA


Note:

The unaudited condensed consolidated income statement should be read in conjunction with the annual financial report for the financial year ended 31 December 2001.

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 30 SEPTEMBER 2002

	
	Unaudited
	
	Audited

	
	As at  
current quarter ended 30.09.2002

RM’000
	
	As at preceding financial year ended 31.12.2001

RM’000

	Non-current assets
	
	
	

	Property, plant and equipments
	534,240
	
	555,253

	Other investments
	709,899
	
	694,409

	Investment in associates
	1,773,272
	
	1,740,566

	Long-term receivable
	37,297
	
	20,784

	Goodwill on consolidation
	15,539
	
	15,539

	
	
	
	

	Current assets
	
	
	

	Inventories
	24,034
	
	20,042

	Development properties
	118,718
	
	104,530

	Receivables
	17,530
	
	14,195

	Amount due from associates
	19,971
	
	35,484

	Short-term deposits
	227,749
	
	205,575

	Cash and bank balances
	9,074
	
	7,082

	
	417,076
	
	386,908

	Current liabilities
	
	
	

	Payables
	36,636
	
	31,374

	Amount due to associate
	1,200
	
	0

	Taxation
	250
	
	188

	Proposed dividend
	0
	
	25,278

	Short-term borrowings
	46,023
	
	51,154

	
	84,109
	
	107,994

	
	
	
	

	Net current assets
	332,967
	
	278,914

	
	
	
	

	
	3,403,214
	
	3,305,465

	Financed by:
	
	
	

	Share capital
	1,170,273
	
	1,170,273

	Reserves
	1,844,869
	
	1,765,300

	Shareholders’ equity
	3,015,142
	
	2,935,573

	Minority interest
	73,510
	
	70,400

	Amount due to associate
	11,200
	
	0

	Long-term borrowings
	286,418
	
	289,390

	Deferred taxation 
	16,944
	
	10,102

	
	3,403,214
	
	3,305,465

	
	
	
	

	Net tangible assets per share (RM)
	2.56
	
	2.50


Note:

The unaudited condensed consolidated balance sheets should be read in conjunction with the annual financial report for the financial year ended 31 December 2001.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 SEPTEMBER 2002
	
	
	
	Non-distributable
	
	Distributable
	

	
	Share 
capital

RM’000
	
	Share
premium
RM’000
	Capital
reserves

RM’000
	Capital
redemption
reserves

RM’000
	
	General
reserves

RM’000
	Revenue
reserves

RM’000
	Retained

profits

RM’000
	Total

RM’000

	Balance at
1 January 
2002
	1,170,273
	
	844,505
	237,254
	17,639
	
	34,181
	173
	631,548
	2,935,573


	Movements 
during 
the period
	
	
	
	
	
	
	
	1,989
	77,580
	79,569


	Balance at 
30 September
2002
	1,170,273
	
	844,505
	237,254
	17,639
	
	34,181
	2,162
	709,128
	3,015,142


	
	
	
	
	
	
	
	
	
	
	


Note: 
(1) There are no comparative figures as this is the first interim financial report prepared in accordance with MASB 26 Interim Financial Reporting.
(2) The unaudited condensed consolidated statement of changes in equity should be read in conjunction with the annual financial report for the financial year ended 31 December 2001.

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED 30 SEPTEMBER 2002

	
	Current

year-to-date

RM’000

	Cash flows from operating activities
	
	

	Profit before taxation
	
	99,816

	Adjustments for:
	
	

	     Share of results of associates
	
	(56,625)

	     Depreciation of property, plant and equipment
	
	20,500

	     Other non-cash items
	
	(18,378)

	Operating profit before changes in working capital
	
	45,313

	
	
	

	Changes in working capital
	
	

	Current assets
	
	(6,001)

	Current liabilities
	
	6,524

	Net cash from operating activities
	
	45,836

	
	
	

	Cash flows from investing activities
	
	

	Net investment in property, plant and equipment
	
	511

	Net cash from investing activities
	
	511

	
	
	

	Cash flows from financing activities
	
	

	Repayment of borrowings
	
	(8,103)

	Dividend paid
	
	(25,278)

	Proceeds from associate’s borrowings
	
	11,200

	Net cash used in financing activities
	
	(22,181)

	
	
	

	Net increase in cash and cash equivalents
	
	24,166



	Cash and cash equivalents at the beginning of the financial period
	
	212,657



	Cash and cash equivalents at the end of the financial period
	
	236,823



	
	
	


Note: 
(1) There are no comparative figures as this is the first interim financial report prepared in accordance with MASB 26 Interim Financial Reporting.
(2) The unaudited condensed consolidated cash flow statement should be read in conjunction with the annual financial report for the financial year ended 31 December 2001.
NOTES 

1
Basis of preparation


The interim financial report has been prepared in accordance with MASB 26, Interim Financial Reporting.

The accounting policies and methods of computation used in the preparation of the interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2001.

The adoption of MASB 26 does not have a material effect on the financial results of the Group for the financial year-to-date nor does it have a material effect on the shareholders’ funds of the Group as at 30 September 2002.

2
Audit report


The Group’s financial statements for the year ended 31 December 2001 were reported on without any qualification.

3
Seasonal or cyclical factors


The Group’s performance in the current quarter and financial year-to-date was not affected by any seasonal or cyclical factors.

4
Unusual items


There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the quarter and financial year-to-date.

5
Changes in estimates


There were no significant changes in the estimates of amounts reported in prior quarters which have a material impact on the interim financial statements.

6
Debt and equity securities 

There were no material issuance, cancellation, repurchase, resale and repayments of debts and equity securities for the current financial year-to-date.

7
Dividends paid

During the financial year-to-date, the Company paid a final dividend of 3% per share less tax in respect of 2001 pursuant to its shareholders approval at the Thirty-Fifth Annual General Meeting on 20 June 2002.

8
Subsequent events


There were no material events subsequent to the end of the current quarter which have not been reflected in the interim financial statements.

9
Changes in the composition of the Group 

(a)
Pursuant to a Proposed Voluntary Scheme of Arrangement(“Proposed Scheme”) between Great Wall Plastic Industries Berhad (“GWPI”) and its shareholders involving Encorp Berhad (“Encorp”) under Section 176 of the Companies Act, 1965 which was approved by the shareholders of GWPI at the Court Convened Meeting and Extraordinary General Meeting of GWPI held on 23 September 2002, the existing ordinary shares of RM1.00 each in GWPI (“GWPI shares”) will be exchanged for new ordinary shares of RM1.00 each in Encorp (“Encorp shares”) on the basis of one (1) new Encorp share for every one (1) existing GWPI share after the Proposed Bonus Issue by Encorp of 67,975,833 new Encorp shares on the basis of nine (9) new Encorp shares for every ten (10) existing Encorp shares held, credited as fully paid-up (“Proposed Bonus Issue”).

Upon completion of the Proposed Scheme and the Proposed Bonus Issue by Encorp, the shares held in Encorp by Dasar Untung Sdn Bhd, a wholly-owned subsidiary of Sarawak Enterprise Corporation Berhad, shall be reduced to 10.74% (before full exercise of outstanding ESOS Options) and 10.37% (after full exercise of outstanding ESOS Options) from its original shareholding of 30% in GWPI.

The transaction is not expected to have any material impact on the earnings per share and net tangible assets per share for the financial year ending 31 December 2002.

(b)
During the financial year-to-date, the Group’s shareholding in Curtin (Malaysia) Sdn Bhd (“Curtin”) has dropped to 19.36% from 28.03% due to new issuance of shares by Curtin to a new shareholder, namely Curtin University of Technology, Perth. 

The transaction is not expected to have any material impact on the earnings per share and net tangible assets per share of Sarawak Enterprise Corporation Berhad Group for the financial year ending 31 December 2002.

(c) 
Other than the above, there were no material changes in the composition of the Group during the financial period-to-date, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructuring, and discontinuing operations.

10
Contingent liabilities and assets


There were no contingent liabilities or contingent assets to be disclosed as at the date of this report.

11
Segmental Reporting


The Group’s segmental report for the financial period-to-date is as follows:-

	
	Short & long term investment

RM’000
	Power generation

RM’000
	Manufacturing

RM’000
	Others

RM’000
	Total

RM’000

	Revenue


	
	20,422
	105,969
	23,635
	1,044
	151,070

	
	
	
	
	
	

	Results
	
	
	
	

	Profit from operations
	19,384         
	38,285
	3,493
	(581)
	60,581



	Finance costs
	
	
	
	
	
	(17,389)



	Share of results of associates
	
	
	
	56,624



	Profit before tax
	
	
	
	
	99,816



	Taxation
	
	
	
	
	(19,125)



	Minority interest
	
	
	
	
	(3,111)



	Profit attributable to shareholders
	
	
	77,580




12
Review of performance 

For the financial year-to-date, the Group recorded a profit before tax of RM99.8 million, as compared to profit before tax of RM93.2 million for the preceding corresponding period.  The higher profit for the current financial year-to-date is mainly due to other income from the sale of leasehold land and higher share of results of associates.

13
Material Changes in the Quarterly Results


The Group recorded a profit before tax of RM35.5 million, as compared to profit before tax of RM28.1 million for the preceding quarter.  This is mainly due to the gain recorded in the current quarter from the sale of leasehold land and higher share of results of associates.

14
Current Year Prospects


Barring unforeseen circumstances, the Group expects to achieve a satisfactory performance for the financial year ending 31 December 2002.

15 Taxation

(a) Taxation comprises of:

	
	
	RM’000

	Company and subsidiary companies
	
	

	 - current taxation
	
	1,865

	 - deferred taxation
	
	6,842



	Associated company
	
	

	 - current taxation
	
	10,418



	
	
	19,125




(b) The effective tax rate of the Group for the current year-to-date is lower than the statutory tax rate in Malaysia mainly due to:

(i) availability of unutilized capital allowances and unabsorbed investment allowances brought forward for one of its subsidiaries; and
(ii) excess of capital allowances over accounting depreciation which are not expected to reverse in the foreseeable future for one of its associated companies.

(c)  
The effective tax rate for the current quarter is lower than that of the preceding quarter mainly due to adjustment of overprovision of taxation by one of the associated companies in the preceding quarter.

16
Sales of unquoted Investments and/or Properties

The Company completed the sale of its leasehold land in Kapit, Sarawak for a consideration of RM6.18 million in the current quarter.  A gain from disposal of property of RM2.8 million from this transaction was recorded.

Other than the above, there were no sales of unquoted investments and / or properties for the current quarter and financial period-to-date.

17
Purchase or Disposal of Quoted Securities

(a) Purchases and Disposals of Quoted Securities

There were no purchases and/or disposals of quoted securities for the current quarter and financial year-to-date.

(b)
Total investments in quoted securities as at 30 September 2002 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	239,606 

    

	(ii)
	Total investments at book-value

(after provision for diminution in value)
	58,611

	(iii)
	Total investments at market value
	28,243


18
Status of Corporate Proposals

There were no new corporate proposals announced which have not been completed as at the date of this report.

19 Group Borrowings and Debt Securities

	
	Ringgit

Borrowings
RM’000
	Foreign

Currency

Borrowings

RM’000
	Total

RM’000

	Short term borrowings 
	
	
	

	 - unsecured
	4,850
	0
	4,850

	 - secured
	1,173
	0
	1,173

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	0
	0
	0

	 - secured
	40,000
	0
	40,000

	
	46,023
	0
	46,023

	Long-term borrowings
	
	
	

	 - unsecured
	0
	0
	0

	 - secured
	286,418
	0
	286,418

	
	286,418
	0
	286,418 


20
Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this report.

21
Material Litigation

There are no pending material litigations as at the date of this report.

22 Dividend

The Board does not recommend any interim dividend for the financial quarter ended 30 September 2002.

23
Earnings Per Share
(a) Basic Earnings Per Share

Basic earnings per share of the Group is calculated by dividing the profit attributable to shareholders of the Company for the financial periods under review by the number of ordinary shares in issue of 1,170,273425 during the said financial period.

(b) Diluted Earnings Per Share

Not applicable.

24
Valuation of Property, Plant and Equipment
Property, plant and equipment are carried in the books of accounts at net book value and no separate valuation exercise has been undertaken.

25
Profit Forecast / Profit Guaranteed 
Not applicable

26
Comparative Figures 
Where necessary, comparative figures for the preceding year third quarter and preceding year-to-date have been adjusted to conform with the presentation of figures in the current third quarter and current year-to-date respectively.

BY ORDER OF THE BOARD

LEE YING FONG

Company Secretary

Date: 3 December 2002
1

