SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2004

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2004
	
	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
	52,921
	109,037
	
	156,765
	213,020

	
	
	
	
	
	

	Operating expenses
	(40,615)
	(84,239)
	
	(109,438)
	(152,292)

	
	
	
	
	
	

	Other operating income

	3,463
	2,141
	
	7,027
	4,108

	Profit from operations
	15,769
	26,939
	
	54,354
	64,836



	Finance costs
	(4,542)
	(5,305)
	
	(13,669)
	(15,862)



	Share of results of associates
	32,067
	19,766
	
	85,903
	47,810



	Profit before exceptional items


	43,294
	41,400
	
	126,588
	96,784

	Exceptional items


	(208,073)
	-
	
	(208,073)
	(64,900)



	(Loss)/Profit before taxation


	(164,779)
	41,400
	
	(81,485)
	31,884

	Taxation

	(12,972)
	(6,015)
	
	(29,087)
	(15,988)

	(Loss)/Profit after taxation
	(177,751)
	35,385
	
	(110,572)
	15,896

	Minority interest
	(1,819)
	(2,119)
	
	(5,613)
	(5,475)

	(Loss)/Profit attributable to shareholders of the Company
	(179,570)
	33,266
	
	(116,185)
	10,421

	
	
	
	
	
	

	(Loss)/Earnings per share
	
	
	
	
	

	(i) Basic (sen)
	(15.34)
	2.84
	
	(9.93)
	0.89

	(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 2003.

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 30 SEPTEMBER 2004

	
	Unaudited
	
	Audited

	
	As at  current 
financial quarter  

 ended 30.09.2004

RM’000
	
	As at preceding financial year ended 31.12.2003

RM’000

	Non-current assets
	
	
	

	Property, plant and equipment
	488,738
	
	511,211

	Investment in associates
	1,771,239
	
	1,730,053

	Other investments 
	373,840
	
	575,879

	Receivables
	118,085
	
	108,106

	Goodwill on consolidation
	15,539
	
	15,539

	
	
	
	

	Current assets
	
	
	

	Inventories
	23,887
	
	23,861

	Development properties
	100,272
	
	104,560

	Receivables
	26,553
	
	24,548

	Amounts due from associates
	16,816
	
	13,607

	Short-term deposits
	165,562
	
	101,319

	Cash and bank balances
	8,650
	
	15,874

	
	341,740
	
	283,769

	Current liabilities
	
	
	

	Payables
	27,244
	
	22,324

	Short-term borrowings
	50,054
	
	49,273

	Dividend payable
	0
	
	0

	Current tax liability
	234
	
	145

	Loans from an associate
	3,277
	
	4,200

	
	80,809
	
	75,942

	
	
	
	

	Net current assets
	260,931
	
	207,827

	
	
	
	

	
	3,028,372
	
	3,148,615

	Financed by:
	
	
	

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

	Reserves
	1,545,692
	
	1,674,516

	Shareholders’ equity
	2,715,965
	
	2,844,789

	
	
	
	

	Minority interest
	90,573
	
	84,960

	Deferred and long-term liabilities
	221,834
	
	218,866

	
	3,028,372
	
	3,148,615

	
	
	
	

	Net tangible assets per share (RM)
	2.31
	
	2.42


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 2003.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 SEPTEMBER 2004
	
	
	
	 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 2004
	      1,170,273 
	
	         844,505 
	
	311,329
	
	           17,639 
	
	62,290
	
	438,753
	
	2,844,789

	(Loss) for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	(116,185)
	
	(116,185)

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

	Balance at 30 September 2004 
	      1,170,273 
	
	         844,505 
	
	         311,329 
	
	           17,639 
	
	           62,290 
	
	         309,929
	
	      2,715,965 

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2003 
	      1,170,273 
	
	         844,505 
	
	         385,446 
	
	           17,639 
	
	           56,984 
	
	         466,249 
	
	      2,941,096 

	Prior year adjustment
	-
	
	-
	
	(151,982)
	
	-
	
	-
	
	-
	
	(151,982)

	Balance at 1 January 2003 (restated)
	1,170,273
	
	844,505
	
	233,464
	
	17,639
	
	56,984
	
	466,249
	
	2,789,114

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

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

	Balance at 30 September 2003
	      1,170,273 
	
	         844,505 
	
	233,464
	
	           17,639 
	
	56,984
	
	464,031
	
	2,786,896

	
	
	
	
	
	
	
	
	
	
	
	
	
	


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 2003.

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED 30 SEPTEMBER 2004

	
	For the current 
period  ended 30.09.2004

RM’000
	
	For the preceding year corresponding period ended 30.09.2003

RM’000

	Cash flows from operating activities
	
	
	

	(Loss)/Profit before taxation
	(81,485)
	
	31,884

	Adjustments for:
	
	
	

	     Share of results of associates
	(85,903)
	
	(47,810)

	     Depreciation of property, plant and equipment
	23,244
	
	21,653

	     Exceptional items
	208,073
	
	64,900

	     Other non-cash items
	(5,153)
	
	(53,361)

	Operating profit before changes in working capital
	58,776
	
	17,266

	
	
	
	

	Changes in working capital
	
	
	

	Current assets
	1,358
	
	4,307

	Current liabilities
	(356)
	
	9,920

	Cash generated from operations
	59,778
	
	31,493

	
	
	
	

	Interest paid
	(1,258)
	
	(1,145)

	Net Income tax refund / (paid)
	3,401
	
	(1,117)

	Net cash generated from operating activities
	61,921
	
	29,231

	
	
	
	

	Cash flows from investing activities
	
	
	

	Net investment in property, plant and equipment
	(3,377)
	
	(5,604)

	Interest received
	3,000
	
	3,171

	Dividend received
	18,161
	
	18,161

	Net cash from investing activities
	17,784
	
	15,728

	
	
	
	

	Cash flows from financing activities
	
	
	

	Net (repayments)/proceeds of borrowings
	(1,506)
	
	206

	Profit payments on BaIDS
	(8,541)
	
	(9,873)

	Dividend paid
	(12,639)
	
	(12,639)

	Net cash from financing activities
	(22,686)
	
	(22,306)

	
	
	
	

	Net change in cash and cash equivalents
	57,019
	
	22,653

	Cash and cash equivalents at the beginning of the financial year
	117,193
	
	139,841

	Cash and cash equivalents at the end of the financial period
	174,212
	
	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 2003.
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 2003. 

2
Audit report


The Group’s financial statements for the year ended 31 December 2003 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 Company had through its previous various public announcements, disclosed to the public its Proposed Restructuring And Rationalisation Exercise which involves the disposal of certain non-core assets to the State Financial Secretary (“SFS”) and/or its nominated corporations.  The Company had also announced to the public the proposed final disposal consideration of RM501,940,000 for its non-core assets.  The difference between the carrying values of its non-core assets and the proposed final disposal consideration has been charged to the Consolidated Income Statements as an exceptional item amounting to RM208.1 million.

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 26 July 2004, 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 2003 pursuant to its shareholders’ approval at the Thirty-Seventh Annual General Meeting on 25 June 2004. 

Other than the above, no dividend was paid by the Company in the current quarter and financial year-to-date.
8

Segmental Reporting


The Group’s segmental report for the financial year-to-date 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


	16,838
	115,628
	18,678
	5,621
	-
	156,765

	
	
	
	
	
	
	

	Results


	
	
	
	
	
	

	Profit/(Loss) from operations
	12,927
	39,961
	1,076
	443
	(53)
	54,354



	Finance costs
	
	
	
	
	
	
	(13,669)



	Share of results of associates
	
	
	
	
	85,903



	Profit before exceptional items
	
	
	
	
	126,588



	Exceptional items
	
	
	
	
	(208,073)

	Loss before tax


	
	
	
	
	(81,485)

	Taxation
	
	
	
	
	(29,087)



	Loss after tax


	
	
	
	
	(110,572)

	Minority interest
	
	
	
	
	(5,613)



	Loss attributable to shareholders
	
	
	
	(116,185)


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

Except as disclosed in paragraph 20 of this report, there were no material events subsequent to the end of the current quarter.

11
Changes in the composition of the Group 

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 material 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 2004, the Group recorded a loss before tax of RM81.5 million, as compared to profit before tax of RM31.9 million for the preceding year corresponding period.  The results for the current financial period ended 30 September 2004 were due to the exceptional items as stated in paragraph 4 above.
14
Material Changes in the Quarterly Results

The Group recorded a loss before tax of RM164.8 million in the current quarter as compared to profit before tax of RM41.5 million for the preceding quarter.  The results in the current quarter were due to the exceptional items as stated in paragraph 4 above.

15
Current Year Prospects

 
In view of the exceptional items mentioned in paragraph 4 above, the Group is expected to post a loss for the financial year ending 31 December 2004.  However, as the last quarter of the year is expected to be profitable, the loss for the year as a whole should be mitigated.  

16 Profit Forecast / Profit Guaranteed

Not applicable.

17 Taxation

(a) Taxation comprises of:

	
	
	RM’000

	Company and subsidiary companies
	
	

	· current tax charge

· overprovision in prior years

· deferred tax


	
	398

(2,271)

4,333

	Share of taxation of associates
	
	26,627



	
	
	29,087


(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, unutilized tax losses and unabsorbed investment tax allowances brought forward for its subsidiaries; and
(ii) over provision of taxation in prior years.

18
Sales of unquoted Investments and/or Properties

There were no sales of unquoted investments and/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 2004 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
	51,010


20
Status of Corporate Proposals


As announced on 6 May 2004, the Company had entered into a Memorandum of Understanding with the State Financial Secretary, Sarawak (“SFS”) in respect of the Proposed Restructuring And Rationalisation (“R & R”) of the Company.  Subsequently, the Company announced on 6 September 2004 and 8 October 2004 respectively that it had entered into certain agreements with the SFS and the Sarawak Electricity Supply Corporation (“SESCO”) for the purpose of, inter-alia, the R & R. 

The Company has made all the necessary applications to the relevant authorities for the R & R in October 2004. The conditional approval of the Ministry of International Trade and Industry for the R & R was obtained vide its letter dated 2 November 2004, and the approval of the Foreign Investment Committee for the Proposed Acquisition Of Menara Sarawak Enterprise was obtained vide its letter dated 27 October 2004, as announced by the Company on 3 November 2004. 

As at the date of this announcement, the Company is awaiting the relevant approvals from the Securities Commission.

Upon obtaining all the relevant regulatory authorities’ approvals, the R & R exercise is still subject to the approval of its shareholders. 

Save for the above, there are no other corporate proposals which have been announced but have not been completed as at the date of this announcement. 
21
Group Borrowings and Debt Securities

	
	Ringgit

Borrowings
RM’000
	Foreign

Currency

Borrowings

RM’000
	Total

RM’000

	Short-term borrowings 
	
	
	

	 - unsecured
	1,188
	-
	1,188

	 - secured
	1,672
	-
	1,672

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	47,194
	-
	47,194

	
	50,054
	-
	50,054

	Long-term borrowings
	
	
	

	 - unsecured
	-
	-
	-

	 - secured
	188,000
	-
	188,000

	
	188,000
	-
	188,000


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 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 2004.  No interim dividend was recommended for the preceding year corresponding period as well.

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

Basic (loss)/earnings per share of the Group are 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 financial periods concerned.

(b) Diluted (Loss)/Earnings Per Share

Not applicable.
BY ORDER OF THE BOARD

LEE YING FONG 

Company Secretary

Date:   25 November 2004

5

