SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2002

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2002

	
	Individual period
	
	Cumulative period

	
	Current year quarter

RM’000
	Preceding year corresponding quarter

RM’000
	
	Current 
year
RM’000
	Preceding year corresponding period

RM’000

	Revenue
	49,967
	50,502
	
	201,037
	199,894



	Operating expenses
	(33,212)
	(32,483)
	
	(128,624)
	(124,840)



	Other operating income
	997
	1,930
	
	5,920
	3,738



	Profit from operations
	17,752
	19,949
	
	78,333
	78,792



	Finance costs
	(5,789)
	(6,180)
	
	(23,178)
	(24,669)


	Share of results of associates
	10,077
	15,411
	
	66,701
	69,908



	Profit before exceptional items
	22,040
	29,180
	
	121,856
	124,031



	Exceptional items
	(84,240)
	(1,200)
	
	(84,240)
	(2,802)



	Profit/(Loss) before taxation
	(62,200)
	27,980
	
	37,616
	121,229



	Taxation
	(4,170)
	(4,051)
	
	(23,295)
	(21,680)


	Profit/(Loss) after taxation
	(66,370)
	23,929
	
	14,321
	99,549



	Minority interest
	(1,183)
	(33)
	
	(4,294)
	(3,901)


	Profit/(Loss) attributable to shareholders of the Company
	(67,553)
	23,896
	
	10,027
	95,648

	
	
	
	
	
	

	Earnings per share
	
	
	
	
	

	(i) Basic (sen)
	(5.77)
	2.04
	
	0.86
	8.17

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


Note:

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

CONDENSED CONSOLIDATED BALANCE SHEETS
AS AT 31 DECEMBER 2002

	
	Unaudited
	
	Audited

(Restated)

	
	As at  current 
financial year 

 ended 31.12.2002

RM’000
	
	As at preceding financial year ended 31.12.2001

RM’000

	Non-current assets
	
	
	

	Property, plant and equipment
	534,716
	
	555,253

	Other investments
	640,799
	
	694,409

	Investment in associates
	1,812,452
	
	1,740,566

	Long-term receivable
	41,399
	
	20,784

	Goodwill on consolidation
	15,539
	
	15,539

	
	
	
	

	Current assets
	
	
	

	Inventories
	23,985
	
	20,042

	Development properties
	125,902
	
	104,530

	Development costs
	320
	
	-

	Receivables
	13,586
	
	14,195

	Amounts due from associates
	15,675
	
	35,484

	Short-term deposits
	124,952
	
	205,575

	Cash and bank balances
	14,694
	
	7,082

	
	319,114
	
	386,908

	Current liabilities
	
	
	

	Payables
	22,090
	
	31,374

	Amounts due to associates
	2,765
	
	0

	Taxation
	189
	
	188

	Short-term borrowings
	52,101
	
	50,592

	Finance lease payable
	144
	
	562

	
	77,289
	
	82,716

	
	
	
	

	Net current assets
	241,825
	
	304,192

	
	
	
	

	
	3,286,730
	
	3,330,743

	Financed by:
	
	
	

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

	Reserves
	1,770,801
	
	1,790,578

	Shareholders’ equity
	2,941,074
	
	2,960,851

	Minority interest
	74,693
	
	70,400

	Amount due to an associate
	11,200
	
	-

	Deferred and long-term liabilities
	259,763
	
	299,492

	
	3,286,730
	
	3,330,743

	
	
	
	

	Net tangible assets per share (RM)
	2.50
	
	2.52


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 FINANCIAL YEAR ENDED 31 DECEMBER 2002
	
	
	
	 Non-distributable 
	
	 Distributable 
	
	

	
	
	
	
	
	
	
	Capital
	
	
	
	
	
	

	
	Share  
	
	 Share   
	
	Capital  
	
	 redemption  
	
	 General 
	
	 Retained  
	
	

	
	 capital 
	
	 premium 
	
	 reserve 
	
	 reserve 
	
	 reserve 
	
	 profits 
	
	 Total 

	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 

	Balance at 1 January 2001 
	
	
	
	
	
	
	
	
	
	
	
	
	

	 As previously stated 
	      1,170,273 
	
	         844,505 
	
	         198,295 
	
	           17,639 
	
	           31,685 
	
	         602,652 
	
	      2,865,049 

	 Prior year adjustment 
	- 
	
	- 
	
	- 
	
	- 
	
	- 
	
	           25,278 
	
	           25,278 

	 Balance at 1 January 2001 (restated) 
	      1,170,273 
	
	         844,505 
	
	         198,295 
	
	           17,639 
	
	           31,685 
	
	         627,930 
	
	      2,890,327 

	 Profit for the year 
	-
	
	-
	
	-
	
	-
	
	-
	
	           95,648 
	
	           95,648 

	 Dividend 
	-
	
	-
	
	-
	
	-
	
	-
	
	         (25,278)
	
	         (25,278)

	 Transfer to capital reserves 
	-
	
	-
	
	           38,959 
	
	-
	
	-
	
	         (38,959)
	
	                     - 

	 Transfer to general reserves 
	-
	
	-
	
	-
	
	-
	
	             2,496 
	
	           (2,496)
	
	                     - 

	 Dilution of group interest 
	- 
	
	- 
	
	- 
	
	- 
	
	- 
	
	                154 
	
	                154 

	Balance at 31 December 2001 
	      1,170,273 
	
	         844,505 
	
	         237,254 
	
	           17,639 
	
	           34,181 
	
	         656,999 
	
	      2,960,851 

	 Profit for the year 
	-
	
	-
	
	-
	
	-
	
	-
	
	           10,027 
	
	           10,027 

	 Dividend 
	-
	
	-
	
	-
	
	-
	
	-
	
	         (25,278)
	
	         (25,278)

	 Transfer to capital reserves 
	-
	
	-
	
	         117,822 
	
	-
	
	-
	
	       (117,822)
	
	                     - 

	 Change in group structure 
	- 
	
	-
	
	-
	
	-
	
	-
	
	           (4,526)
	
	           (4,526)

	Balance at 31 December 2002 
	      1,170,273 
	
	         844,505 
	
	         355,076 
	
	           17,639 
	
	           34,181 
	
	         519,400 
	
	      2,941,074 

	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: 
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 FINANCIAL YEAR ENDED 31 DECEMBER 2002

	
	Current

Financial year
RM’000

	Cash flows from operating activities
	
	

	Profit before taxation
	
	37,616

	Adjustments for:
	
	

	     Share of results of associates
	
	(66,701)

	     Depreciation of property, plant and equipment
	
	27,843

	     Write-down of investment
	
	67,000

	     Loss on deemed disposal of investment
	
	15,120

	     Provision for diminution in value of quoted investment
	
	2,120

	     Other non-cash items
	
	(8,263)

	Operating profit before changes in working capital
	
	74,735

	
	
	

	Changes in working capital
	
	

	Current assets
	
	(20,909)

	Current liabilities
	
	(26,977)

	Net cash from operating activities
	
	26,849

	
	
	

	Cash flows from investing activities
	
	

	Net investment in property, plant and equipment
	
	(10,905)

	Subscription of shares in associate
	
	(52,500)

	Dividend received
	
	18,311

	Interest received
	
	7,631

	Net cash used in investing activities
	
	(37,463)

	
	
	

	Cash flows from financing activities
	
	

	Payment of dividend
	
	(25,278)

	Net repayment of borrowings
	
	(49,071)

	Net proceeds from associate’s borrowings
	
	11,952

	Net cash used in financing activities
	
	(62,397)

	
	
	

	Net decrease in cash and cash equivalents
	
	(73,011)



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



	Cash and cash equivalents at the end of the financial year
	
	139,646




Note: 
(1) There are no comparative figures as this is the first time that a fourth quarter interim financial report is 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.
SELECTED EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS 

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 except as otherwise noted in this report.

During the financial year, the Company changed its accounting policy in respect of the treatment of dividends proposed or declared after balance sheet date to comply with MASB 19 which is applicable to financial statements beginning on or after 1 July 2001.  In previous years, provisions for dividends were accrued as a liability before it was officially proposed by the directors or declared by the shareholders.  The Company has now changed the accounting policy to recognize dividends in the year in which the obligation to pay is established in accordance with MASB 19.  This change in accounting policy has been accounted for retrospectively.  The new accounting policy has the effect of increasing the Group’s retained profit and decreasing the current liabilities by RM12,638,953 for the financial year ended 31 December 2002.

The adoption of MASB 26 does not have a material effect on the financial results of the Group for the financial year nor does it have a material effect on the shareholders’ funds of the Group as at 31 December 2002.

2
Audit report


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

3
Seasonal or cyclical factors


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

4
Exceptional items

(a)
The exceptional items recorded during the quarter and financial year are represented by:

(i) A write-down of RM67.0 million in respect of the Group’s investments in 1st Silicon (Malaysia) Sdn Bhd (“1st Silicon”).

The general outlook for the semiconductor industry is below expectation and this has affected the recoverable amounts of the manufacturing equipment of 1st Silicon.  In view of this, a write-down of RM272,700,000 had been recognized by 1st Silicon in respect of the property, plant and equipment in the financial statements for the year ended 31 December 2001.  Also, 1st Silicon had written down its intangible assets to fair value.  The Group has accordingly, recognized its share of the write-down (in respect of its investments in 1st Silicon) amounting to RM50.6 million and RM67.0 million at company and group levels respectively as at the current financial year-end.  In the event that there is a change in the estimates used to determine the recoverable amounts of manufacturing equipment, the write-downs recognized by 1st Silicon in the year 2001 may be reversed to reflect the change in the estimates relating to the recoverable amounts of manufacturing equipment.  The Group will then accordingly make the necessary changes. 
(ii) A loss of RM15.1 million resulting from a Proposed Voluntary Scheme of Arrangement as described in paragraph 11 (a) of this report.

(iii) A provision for diminution of RM2.1 million in a quoted security investment of the Group.

(b)
Other than the above, there were no exceptional items affecting assets, liabilities, equity, net income, or cash flows during the quarter and financial year.

5
Changes in estimates


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

6
Debt and equity securities

During the current quarter, the Group repaid a total amount of RM40.2 million of its debt securities.

Other than that, there were no material issuance, cancellation, repurchase, resale and repayments of debts and equity securities during the financial year.

7
Dividends paid

During the financial year, the Company paid a final dividend of 3 sen 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

Segmental Reporting


The Group’s segmental report for the financial year is as follows:-

	
	Short & long term investment

RM’000
	Power generation

RM’000
	Manufacturing

RM’000
	Others

RM’000
	Total

RM’000

	Revenue


	
	25,475
	142,511
	31,674
	1,377
	201,037

	
	
	
	
	
	

	Results
	
	
	
	

	Profit from operations
	23,535           
	51,101
	4,462
	(765)
	78,333



	Finance costs
	
	
	
	
	
	(23,178)



	Share of results of associates
	
	
	
	66,701



	Profit before exceptional items


	
	
	
	121,856



	Exceptional items


	
	
	
	(84,240)



	Profit before tax


	
	
	
	37,616

	Taxation
	
	
	
	(23,295)



	Profit after tax


	
	
	
	14,321

	Minority interest
	
	
	
	    (4,294)



	Profit attributable to shareholders
	
	
	10,027




9
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 

10
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.

11
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 (“DUSB”), 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.

This transaction has been completed in the current quarter.  The effect of this transaction is that the Group has recorded an exceptional loss of RM15.1 million in the current quarter.

(b) Subsequent to the transaction as mentioned in paragraph 11 (a) above, DUSB has acquired an additional 35 million ordinary shares of RM1.00 each in Encorp for a total cash consideration of RM52.5 million or RM1.50 per share.

With the aforesaid acquisition, DUSB’s shareholding in Encorp has been increased to a meaningful 26.4% comprising 59,000,000 ordinary shares of RM1.00 each in Encorp.  

The aforesaid acquisition, which is subject to the approval of the Foreign Investment Committee (“FIC”) is not subject to the approvals of any other government authorities or the shareholders of the Company.

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 ended 31 December 2002.

(c)
During the financial year, 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 ended 31 December 2002.

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

12
Contingent liabilities and assets


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

13
Review of performance 

For the financial year, the Group recorded a profit before tax of RM37.6 million, as compared to profit before tax of RM121.2 million for the preceding corresponding year.  The decrease in profit for the current financial year is mainly due to:

(a) the exceptional items as described in paragraph 4 (a) of this report.

(b) lower share of results of associates.
 

14
Material Changes in the Quarterly Results


The Group recorded a loss before tax of RM62.2 million in the current quarter, as compared to profit before tax of RM35.5 million for the preceding quarter. 


The current quarter’s result was affected principally by:

(a) the exceptional items as described in paragraph 4 (a) of this report.
(b) lower share of results of associates in this quarter compared to the preceding quarter.
15
Current Year Prospects

 
Barring unforeseen circumstances, the Group expects to achieve a satisfactory performance for the financial year ending 31 December 2003.

16
Taxation

(a) Taxation comprises of:

	
	
	RM’000

	Company and subsidiary companies
	
	

	· current tax charges

· underprovision in prior years

· deferred taxation
	
	2,056

591

8,489



	Share of taxation of associates
	
	12,159



	
	
	23,295


(b) The effective tax rate of the Group for the current year is higher than the statutory tax rate in Malaysia mainly due to certain expenses being disallowed for tax purposes.  
(c) Similarly, the Group effective tax rate in the current quarter is higher than the effective tax rate in the preceding quarter due to the increase in certain expenses being disallowed for tax purposes.  
17
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 financial year.  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 year.

18
Purchase or Disposal of Quoted Securities

(a) Purchases and Disposals of Quoted Securities

As a result of the Proposed Scheme as described in paragraph 11 (a) of this report, the Group may be deemed to have disposed off its quoted securities in GWPI in the current quarter and to have acquired the shares of Encorp. 

Other than the above, there were no purchases and/or disposals of quoted securities for the current quarter and financial year.

(b)
Total investments in quoted securities as at 31 December 2002 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	68,272     

	(ii)
	Total investments at book-value
	2,978

	
	(after provision for diminution in value)
	

	(iii)
	Total investments at market value
	4,054


19
Status of Corporate Proposals

Other than the acquisition as described in paragraph 11 (b) of this report which is pending the approval from the FIC, there were no new corporate proposals announced which have not been completed as at the date of this report.

20
Group Borrowings and Debt Securities

	
	Ringgit

Borrowings
RM’000
	Foreign

Currency

Borrowings

RM’000
	Total

RM’000

	Short-term borrowings 
	
	
	

	 - unsecured
	5,993
	-
	5,993

	 - secured
	-
	-
	-

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	46,108
	-
	46,108

	
	52,101
	-
	52,101

	Long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	241,171
	-
	241,171

	
	241,171
	-
	241,171 


21
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.

22
Material Litigation

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

23
Dividend

The Directors recommend the payment of a final ordinary dividend of 1.5 sen (financial year ended 31 December 2001: 3 sen) gross dividend per share, less income tax.  The proposed dividend will be subject to the shareholders’ approval at the Annual General Meeting to be held at a date to be announced later.

The total proposed final dividend payment of the Company for the year will amount to RM12,638,953 (financial year ended 31 December 2001: RM25,277,906).

24
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 Group for the financial periods under review by the number of ordinary shares in issue of 1,170,273,425 during the said financial period.

(b) Diluted Earnings Per Share

Not applicable.

25
Profit Forecast / Profit Guaranteed 
Not applicable

26
Practice Note No.11/2001 – Provision Of Financial Assistance
During the current quarter, an unlisted subsidiary of the Company had provided a Banker’s Guarantee of RM250,000 to a supplier of building materials in respect of a property development project undertaken by the aforesaid unlisted subsidiary.

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

27
Comparative Figures 
Where necessary, comparative figures for the preceding year fourth quarter and preceding year have been adjusted to conform with the presentation of figures in the current fourth quarter and current year respectively.

BY ORDER OF THE BOARD

LEE YING FONG

Company Secretary

Date:   22 February 2003
6

