SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE SECOND QUARTER ENDED 30 JUNE 2003

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2003
	
	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
	52,829
	50,234
	
	103,983
	98,229

	
	
	
	
	
	

	Operating expenses
	(35,605)
	(31,443)
	
	(68,053)
	(60,828)

	
	
	
	
	
	

	Other operating income

	1,398
	742
	
	1,967
	1,339

	Profit from operations
	18,622


	19,533


	
	37,897


	38,740



	Finance costs
	(5,256)


	(5,801)


	
	(10,557)


	(11,509)



	Share of results of associates
	13,465


	14,342


	
	28,044


	37,054



	Profit before exceptional items


	26,831
	28,074
	
	55,384
	64,285

	Exceptional items


	(64,900)


	-


	
	(64,900)


	-



	(Loss)/Profit before taxation


	(38,069)
	28,074
	
	(9,516)
	64,285

	Taxation

	(4,235)


	(7,423)


	
	(9,973)


	(14,072)



	(Loss)/Profit after taxation
	(42,304)
	20,651
	
	(19,489)
	50,213

	Minority interest
	(1,528)
	(1,217)
	
	(3,356)
	(2,310)

	(Loss)/Profit attributable to shareholders of the Company
	(43,832)
	19,434
	
	(22,845)
	47,903

	
	
	
	
	
	

	(Loss)/Earnings per share
	
	
	
	
	

	(i) Basic (sen)
	(3.75)
	1.66
	
	(1.95)
	4.09

	(ii) Fully diluted (sen)
	N/A
	N/A
	
	N/A
	N/A


Note:

The unaudited condensed consolidated income statements should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2002.

CONDENSED CONSOLIDATED BALANCE SHEETS
AS AT 30 JUNE 2003
	
	Unaudited
	
	Audited

	
	As at  current 
financial quarter 

 ended 30.06.2003
RM’000
	
	As at preceding financial year ended 31.12.2002
RM’000

	Non-current assets
	
	
	

	Property, plant and equipment
	524,980
	
	534,741

	Other investments
	575,879
	
	640,779

	Investment in associates
	1,817,406
	
	1,812,472

	Other receivable
	51,622
	
	41,399

	Goodwill on consolidation
	15,539
	
	15,539

	
	
	
	

	Current assets
	
	
	

	Inventories
	20,272
	
	23,985

	Development properties
	139,861
	
	125,902

	Deferred charges
	462
	
	320

	Receivables
	17,503
	
	13,979

	Amounts due from associates
	21,059
	
	12,256

	Short-term deposits
	150,022
	
	125,451

	Cash and bank balances
	10,340
	
	14,390

	
	359,519
	
	316,283

	Current liabilities
	
	
	

	Payables
	20,025
	
	20,351

	Short-term borrowings
	48,972
	
	52,512

	Finance lease payables
	43
	
	140

	Dividend payable
	12,639
	
	0

	Tax payable
	182
	
	275

	Loans from an associate
	1,200
	
	1,200

	
	83,061
	
	74,478

	
	
	
	

	Net current assets
	276,458
	
	241,805

	
	
	
	

	
	3,261,884
	
	3,286,735

	Financed by:
	
	
	

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

	Reserves
	1,735,339
	
	1,770,823

	Shareholders’ equity
	2,905,612
	
	2,941,096

	
	
	
	

	Minority interest
	78,455
	
	75,099

	Deferred and long-term liabilities
	277,817
	
	270,540

	
	3,261,884
	
	3,286,735

	
	
	
	

	Net tangible assets per share (RM)
	2.47
	
	2.50


Note:

The unaudited condensed consolidated balance sheets should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2002.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2003
	
	
	
	 Non-distributable 
	
	 Distributable 
	
	

	
	
	
	
	
	
	
	Capital
	
	
	
	
	
	

	
	Share  
	
	 Share   
	
	Capital  
	
	 redemption  
	
	 General 
	
	 Retained  
	
	

	
	 capital 
	
	 premium 
	
	 reserves 
	
	 reserve 
	
	 reserves 
	
	 profits 
	
	 Total 

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

	 Balance at 1 January 2002 
	      1,170,273 
	
	         844,505 
	
	         237,254 
	
	           17,639 
	
	           34,181 
	
	         656,999 
	
	      2,960,851 

	 Profit for the year 
	-
	
	-
	
	-
	
	-
	
	-
	
	           10,049 
	
	10,049

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

	 Transfer to capital reserves 
	-
	
	-
	
	           30,369 
	
	-
	
	-
	
	(30,369)
	
	                     - 

	 Transfer to general reserves 
	-
	
	-
	
	-
	
	-
	
	22,803
	
	           (22,803)
	
	                     - 

	 Changes in Group structure 
	- 
	
	- 
	
	117,823
	
	- 
	
	- 
	
	(122,349)
	
	(4,526)

	Balance at 31 December 2002
	      1,170,273 
	
	         844,505 
	
	385,446
	
	           17,639 
	
	56,984
	
	466,249
	
	2,941,096

	 Loss for the period 
	-
	
	-
	
	-
	
	-
	
	-
	
	           (22,845) 
	
	           (22,845) 

	Dividend 
	-
	
	-
	
	-
	
	-
	
	-
	
	(12,639)
	
	(12,639)

	Balance at 30 June 2003 
	      1,170,273 
	
	         844,505 
	
	         385,446 
	
	           17,639 
	
	           56,984 
	
	         430,765 
	
	      2,905,612 

	
	
	
	
	
	
	
	
	
	
	
	
	
	


Note: 
The unaudited condensed consolidated statement of changes in equity should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2002.

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2003
	
	RM’000

	Cash flows from operating activities
	
	
	

	Loss before taxation
	
	
	(9,516)

	Adjustments for:
	
	
	

	     Share of results of associates
	
	
	(28,044)

	     Depreciation of property, plant and equipment
	
	
	14,126

	     Other non-cash items
	
	
	63,404

	Operating profit before changes in working capital
	
	
	39,970

	
	
	
	

	Changes in working capital
	
	
	

	Current assets
	
	
	(21,354)

	Current liabilities
	
	
	(1,213)

	Cash generated from operations
	
	
	17,403

	
	
	
	

	Interest paid
	
	
	(691)

	Income tax paid
	
	
	(858)

	Net cash generated from operating activities
	
	
	15,854

	
	
	
	

	Cash flows from investing activities
	
	
	

	Net investment in property, plant and equipment
	
	
	(4,369)

	Interest received
	
	
	2,066

	Dividend received
	
	
	18,090

	Net cash from investing activities
	
	
	15,787

	
	
	
	

	Cash flows from financing activities
	
	
	

	Repayment of borrowings
	
	
	(9,247)

	Profit payments on BaIDS
	
	
	(9,873)

	Proceeds from term loan
	
	
	8,000

	Net cash from financing activities
	
	
	(11,120)

	
	
	
	

	Net increase in cash and cash equivalents
	
	
	20,521

	Cash and cash equivalents at the beginning of the financial year
	
	
	139,841

	Cash and cash equivalents at the end of the financial period
	
	
	160,362




Note:

The condensed consolidated cash flow statement should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2002.
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 2002. 

2
Audit report


The Group’s financial statements for the year ended 31 December 2002 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 Exceptional items

The exceptional item recorded during the current quarter and financial year-to-date arose from a write-down of RM64.9 million in respect of the Group’s investments in 1st Silicon (Malaysia) Sdn Bhd (“1st Silicon”) to reflect the Group’s proportionate share of the write-down effected by 1st Silicon.

Other than the above, there were no exceptional items affecting the Group’s assets, liabilities, equity, net income or cash flows for the current quarter and financial year-to-date.

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

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

7
Dividend paid

No dividend was paid in the current quarter and financial year-to-date.

On 25 July 2003, the Company paid the final ordinary dividend of 1.5 sen gross dividend per share, less income tax in respect of the financial year ended 31 December 2002 pursuant to its shareholders approval at the Thirty-Sixth Annual General Meeting on 19 June 2003.

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


	
	11,276
	75,881
	16,189
	637
	103,983

	
	
	
	
	
	

	Results


	
	
	
	

	Profit from operations
	9,063             
	28,131
	1,127
	(424)
	37,897



	Finance costs
	
	
	
	
	
	(10,557)



	Share of results of associates
	
	
	
	28,044



	Profit before exceptional items
	
	
	
	55,384



	Exceptional items
	
	
	
	(64,900)



	(Loss)/Profit before tax


	
	
	
	(9,516)



	Taxation
	
	
	
	(9,973)



	(Loss)/Profit after tax


	
	
	
	(19,489)

	Minority interest
	
	
	
	    (3,356)



	(Loss)/Profit attributable to shareholders
	
	
	(22,845)




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 


During the current quarter, Jayalah Cemerlang Realty Sdn Bhd (“JCR”), a wholly owned subsidiary of Sarawak Enterprise Corporation Berhad, has subscribed for additional 998 ordinary shares of RM1.00 each in Navosoft Sdn Bhd (“NSB”).  With the aforesaid new subscription, JCR’s shareholding in NSB has been increased to 99.99% comprising 999 ordinary shares of RM1.00 each in NSB.  


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 2003.  

Other than the above, there were no changes in the composition of the Group for the current quarter and financial year-to-date.

12
Contingent liabilities and assets


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

13
Review of performance 

For the financial period ended 30 June 2003, the Group recorded a loss before tax of RM9.5 million, as compared to profit before tax of RM64.3 million for the preceding year corresponding period.  The current financial period’s results were mainly affected by the exceptional item as described in paragraph 4 of this report.

14
Material Changes in the Quarterly Results

The Group recorded a loss before tax of RM38.1 million in the current quarter, as compared to profit before tax of RM28.6 million for the preceding quarter.  The current quarter’s results were mainly affected by the exceptional item as described in paragraph 4 of this report.

15
Current Year Prospects

 
Barring unforeseen circumstances, the Group expects its overall investments to turn in an improved performance compared to the previous year.  

16 Profit Forecast / Profit Guaranteed

Not applicable

17 Taxation

(a) Taxation comprises of:

	
	
	RM’000

	Company and subsidiary companies
	
	

	· current tax charges

· underprovision in prior years

· deferred tax


	
	704

12

4,237

	Share of taxation of associates
	
	5,020



	
	
	9,973


(b) The effective tax rate of the Group for the current financial 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 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 associates.  

(c) 
The effective tax rate for the current quarter is lower than that of the preceding quarter mainly due to lower provision of taxation of its associates.

18
Sales of unquoted Investments and/or Properties

There were no sales of unquoted investments or properties for the current quarter and financial year-to-date.

19
Purchase or Disposal of Quoted Securities

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

(b)
Total investments in quoted securities as at 30 June 2003 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	159,172     

	(ii)
	Total investments at book-value
	93,878

	
	(after provision for diminution in value)
	

	(iii)
	Total investments at market value
	52,641


20
Status of Corporate Proposals

Other than the acquisition of shares in Encorp Berhad (“Encorp”) by Dasar Untung Sdn Bhd (“DUSB”), a wholly owned subsidiary of Sarawak Enterprise Corporation Berhad, which is pending the approval of the Foreign Investment Committee (“FIC”), there were no corporate proposals announced which have not been completed as at the date of this report. The details of the aforesaid acquisition had been reported in the interim financial report for the quarter ended 31 December 2002.

21
Group Borrowings and Debt Securities

	
	Ringgit

Borrowings
RM’000
	Foreign

Currency

Borrowings

RM’000
	Total

RM’000

	Short-term borrowings 
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	3,972
	-
	3,972

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	45,000
	-
	45,000

	
	48,972
	-
	48,972

	Long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	236,389
	-
	236,389

	
	236,389
	-
	236,389


22
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.

23
Material Litigation

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

24
Dividend

The Board does not recommend any interim dividend for the financial quarter ended 30 June 2003.

25
(Loss)/Earnings Per Share
(a) Basic (Loss)/Earnings Per Share

Basic (loss)/earnings per share of the Group is calculated by dividing the (loss)/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.

BY ORDER OF THE BOARD

LEE YING FONG 

Company Secretary

Date:   29 August 2003
10

