SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2003

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 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
	109,037
	52,841
	
	213,020
	151,070

	
	
	
	
	
	

	Operating expenses
	(84,239)
	(34,584)
	
	(152,292)
	(95,412)

	
	
	
	
	
	

	Other operating income

	2,141
	3,584
	
	4,108
	4,923

	Profit from operations
	26,939


	21,841


	
	64,836


	60,581



	Finance costs
	(5,305)


	(5,880)


	
	(15,862)


	(17,389)



	Share of results of associates
	19,766


	19,570


	
	47,810


	56,624



	Profit before exceptional items


	41,400
	35,531
	
	96,784
	99,816

	Exceptional items


	-


	-


	
	(64,900)


	-



	Profit before taxation


	41,400
	35,531
	
	31,884
	99,816

	Taxation

	(6,015)


	(5,053)


	
	(15,988)


	(19,125)



	Profit after taxation
	35,385
	30,478
	
	15,896
	80,691

	Minority interest
	(2,119)
	(801)
	
	(5,475)
	(3,111)

	Profit attributable to shareholders of the Company
	33,266
	29,677
	
	10,421
	77,580

	
	
	
	
	
	

	Earnings per share
	
	
	
	
	

	(i) Basic (sen)
	2.84
	2.54
	
	0.89
	6.63

	(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 SEPTEMBER 2003
	
	Unaudited
	
	Audited

	
	As at  current 
financial quarter 

 ended 30.09.2003
RM’000
	
	As at preceding financial year ended 31.12.2002
RM’000

	Non-current assets
	
	
	

	Property, plant and equipment
	518,683
	
	534,741

	Other investments
	575,879
	
	640,779

	Investment in associates
	1,833,503
	
	1,812,472

	Receivables
	102,418
	
	41,399

	Goodwill on consolidation
	15,539
	
	15,539

	
	
	
	

	Current assets
	
	
	

	Inventories
	20,653
	
	23,985

	Development properties
	104,670
	
	125,902

	Deferred charges
	467
	
	320

	Receivables
	26,367
	
	13,979

	Amounts due from associates
	19,978
	
	12,256

	Short-term deposits
	145,605
	
	125,451

	Cash and bank balances
	16,889
	
	14,390

	
	334,629
	
	316,283

	Current liabilities
	
	
	

	Payables
	30,271
	
	20,351

	Short-term borrowings
	51,627
	
	52,512

	Finance lease payables
	11
	
	140

	Tax payable
	181
	
	275

	Loans from an associate
	1,200
	
	1,200

	
	83,290
	
	74,478

	
	
	
	

	Net current assets
	251,339
	
	241,805

	
	
	
	

	
	3,297,361
	
	3,286,735

	Financed by:
	
	
	

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

	Reserves
	1,768,605
	
	1,770,823

	Shareholders’ equity
	2,938,878
	
	2,941,096

	
	
	
	

	Minority interest
	80,575
	
	75,099

	Deferred and long-term liabilities
	277,908
	
	270,540

	
	3,297,361
	
	3,286,735

	
	
	
	

	Net tangible assets per share (RM)
	2.50
	
	2.50


Note:

The unaudited condensed consolidated balance sheet 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 SEPTEMBER 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 2003
	      1,170,273 
	
	         844,505 
	
	385,446
	
	           17,639 
	
	56,984
	
	466,249
	
	2,941,096

	Profit for the period 
	-
	
	-
	
	-
	
	-
	
	-
	
	10,421
	
	           10,421 

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

	Balance at 30 September 2003 
	      1,170,273 
	
	         844,505 
	
	         385,446 
	
	           17,639 
	
	           56,984 
	
	         464,031 
	
	      2,938,878 

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Balance at 1 January 2002 
	      1,170,273 
	
	         844,505 
	
	         237,254 
	
	           17,639 
	
	           34,181 
	
	         631,721 
	
	      2,935,573 

	 Profit for the period 
	-
	
	-
	
	-
	
	-
	
	-
	
	           77,580 
	
	77,580

	 Changes in Group structure 
	- 
	
	- 
	
	-
	
	- 
	
	- 
	
	1,989
	
	1,989

	Balance at 30 September 2002
	      1,170,273 
	
	         844,505 
	
	237,254
	
	           17,639 
	
	34,181
	
	711,290
	
	3,015,142

	
	
	
	
	
	
	
	
	
	
	
	
	
	


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 SEPTEMBER 2003
	
	RM’000

	Cash flows from operating activities
	
	
	

	Profit before taxation
	
	
	31,884

	Adjustments for:
	
	
	

	     Share of results of associates
	
	
	(47,810)

	     Depreciation of property, plant and equipment
	
	
	21,653

	     Other non-cash items
	
	
	11,539

	Operating profit before changes in working capital
	
	
	17,266

	
	
	
	

	Changes in working capital
	
	
	

	Current assets
	
	
	4,307

	Current liabilities
	
	
	9,920

	Cash generated from operations
	
	
	31,493

	
	
	
	

	Interest paid
	
	
	(1,145)

	Income tax paid
	
	
	(1,117)

	Net cash generated from operating activities
	
	
	29,231

	
	
	
	

	Cash flows from investing activities
	
	
	

	Net investment in property, plant and equipment
	
	
	(5,604)

	Interest received
	
	
	3,171

	Dividend received
	
	
	18,161

	Net cash from investing activities
	
	
	15,728

	
	
	
	

	Cash flows from financing activities
	
	
	

	Proceeds from borrowings
	
	
	11,049

	Repayment of borrowings
	
	
	(10,843)

	Profit payments on BaIDS
	
	
	(9,873)

	Dividend paid
	
	
	(12,639)

	Net cash from financing activities
	
	
	(22,306)

	
	
	
	

	Net increase in cash and cash equivalents
	
	
	22,653

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

	Cash and cash equivalents at the end of the financial period
	
	
	162,494




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 in the 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

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.

Other than the above, no dividend was paid in the current quarter and financial year-to-date.

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
	Property

RM’000
	Others

RM’000
	Total

RM’000

	Revenue


	17,057
	115,150
	22,847
	57,966
	-
	213,020

	
	
	
	
	
	
	

	Results


	
	
	
	
	
	

	Profit/(Loss) from operations
	13,822
	42,903
	1,747
	6,410
	(46)
	64,836



	Finance costs
	
	
	
	
	
	
	(15,862)



	Share of results of associates
	
	
	
	
	47,810



	Profit before exceptional items
	
	
	
	
	96,784



	Exceptional items
	
	
	
	
	(64,900)



	Profit before tax


	
	
	
	
	31,884

	Taxation
	
	
	
	
	(15,988)



	Profit after tax


	
	
	
	
	15,896

	Minority interest
	
	
	
	
	(5,475)



	Profit attributable to shareholders
	
	
	
	10,421


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 financial year-to-date, Jayalah Cemerlang Realty Sdn Bhd (“JCR”), a wholly owned subsidiary of Sarawak Enterprise Corporation Berhad, had 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 September 2003, the Group recorded a profit before tax of RM31.9 million, as compared to profit before tax of RM99.8 million for the preceding year corresponding period.  The financial year-to-date’s results were mainly affected by the exceptional item as described in Note 4 of this report.

14
Material Changes in the Quarterly Results

The Group recorded a profit before tax of RM41.4 million in the current quarter as compared to loss before tax of RM38.1 million for the preceding quarter.  The preceding quarter’s results were mainly affected by the exceptional item as described in Note 4 of this report.

The Group recorded a revenue of RM109.0 million in the current quarter as compared to a revenue of RM52.8 million in the preceding quarter mainly due to the completion and delivery of the 12-storey Mukah Office Complex to the Sarawak State Government in the current quarter.  The related project cost is the main reason for the increase in operating expenses from RM35.6 million in the preceding quarter to RM84.2 million in the current quarter.  The increase in profit from operations from RM18.6 million in the preceding quarter to RM26.9 million in the current quarter is also due mainly to the earnings from the 12-storey Mukah Office Complex.  

15
Current Year Prospects

 
Barring unforeseen circumstances, the Group expects 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


	
	1,139

9

6,150

	Share of taxation of associates
	
	8,690



	
	
	15,988


(b) The effective tax rate (derived by dividing the taxation amount by the profit before exceptional items) 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 tax losses and unabsorbed investment allowances brought forward for its subsidiaries; and
(ii) excess of capital allowances over accounting depreciation, which excess is 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 the availability of unutilized tax losses to set off against higher profit before exceptional item in the current quarter for one of its subsidiaries.

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 September 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
	55,191


20
Status of Corporate Proposals

(a) 
There is an acquisition of shares in Encorp Berhad (“Encorp”) by Dasar Untung Sdn Bhd (“DUSB”), a wholly owned subsidiary of Sarawak Enterprise Corporation Berhad (“SECB”), which is pending the approval of the Foreign Investment Committee (“FIC”).  The details of the aforesaid acquisition had been reported in the interim financial report for the quarter ended 31 December 2002.

(b) SECB had, in various previous announcements, disclosed to the KLSE the joint venture between its indirect subsidiary company, Sarwaja Engineering & Construction Sdn Bhd (“SEC”) and Daya Perumahan Sdn Bhd to undertake the proposed project to design, construct and complete 5,000 units of low and medium cost houses in Sarawak on a turnkey basis.  Naungan Pertiwi Sdn Bhd has been identified as the joint venture company to undertake the project.  SEC holds 600,000 shares comprising 60% of the equity in Naungan Pertiwi Sdn Bhd and the balance 40% is held by Daya Perumahan Sdn Bhd.

The subscription of shares by SEC in Naungan Pertiwi Sdn Bhd is subject to the approval of the FIC.  The approval of the FIC in respect of SEC’s application dated 8 October 2003 is still pending.

(c)  
Other than the above, there were no corporate proposals announced which have not been completed as at the date of this report. 
21
Group Borrowings and Debt Securities

	
	Ringgit

Borrowings
RM’000
	Foreign

Currency

Borrowings

RM’000
	Total

RM’000

	Short-term borrowings 
	
	
	

	 - unsecured
	2,000
	-
	2,000

	 - secured
	4,123
	-
	4,123

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	45,504
	-
	45,504

	
	51,627
	-
	51,627

	Long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	235,166
	-
	235,166

	
	235,166
	-
	235,166


22
Off Balance Sheet Financial Instruments

The Group does not have any financial instrument 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 year-to-date ended 30 September 2003.  No interim dividend was recommended for the preceding year corresponding period as well. 

25
Earnings Per Share
(a) Basic Earnings Per Share

Basic earnings per share of the Group are 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 financial periods concerned.

(b) Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

LEE YING FONG 

Company Secretary

Date:   14 November 2003

10

