SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE SECOND QUARTER ENDED 30 JUNE 2005

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 30 JUNE 2005
	
	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
	44,767
	50,095
	
	88,924
	103,844

	
	
	
	
	
	

	Operating expenses
	(39,143)
	(33,203)
	
	(72,595)
	(68,823)

	
	
	
	
	
	

	Other operating income

	1,598
	2,368
	
	2,463
	3,564

	Profit from operations
	7,222
	19,260
	
	18,792
	38,585

	Finance costs
	(3,752)
	(4,567)
	
	(7,520)
	(9,127)

	Share of results of associates
	29,153
	26,840
	
	55,859
	53,836



	Profit before taxation


	32,623
	41,533
	
	67,131
	83,294

	Taxation

	(7,513)
	(11,853)
	
	(14,851)
	(16,115)

	Profit after taxation
	25,110
	29,680
	
	52,280
	67,179

	Minority interest
	(1,313)
	(1,846)
	
	(2,142)
	(3,794)

	Profit attributable to shareholders of the Company
	23,797
	27,834
	
	50,138
	63,385

	
	
	
	
	
	

	Earnings per share
	
	
	
	
	

	(i) Basic (sen)
	2.01
	2.38
	
	4.26
	5.42

	(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 2004.
CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 30 JUNE 2005

	
	Unaudited
	
	Audited

	
	As at  current 
financial quarter  

 ended 30.06.2005

RM’000
	
	As at preceding financial year ended 31.12.2004

RM’000

	Non-current assets
	
	
	

	Property, plant and equipment
	3,912,825
	
	488,446

	Investment in associates
	70,026
	
	1,709,406

	Other investments
	2,848
	
	456,342

	Receivables
	-
	
	40,595

	
	
	
	

	Current assets
	
	
	

	Inventories
	226,697
	
	26,766

	Development properties
	100,273
	
	100,273

	Receivables
	224,676
	
	25,701

	Amounts due from associates
	-
	
	13,370

	Marketable securities
	996
	
	-

	Short-term deposits
	414,991
	
	147,448

	Cash and bank balances
	41,019
	
	12,719

	
	1,008,652
	
	326,277

	Current liabilities
	
	
	

	Payables
	475,146
	
	39,129

	Short-term borrowings
	125,388
	
	55,180

	Current tax liability
	7,724
	
	193

	Loans from an associate
	-
	
	3,277

	
	608,258
	
	97,779

	
	
	
	

	Net current assets
	400,394
	
	228,498

	
	
	
	

	
	4,386,093
	
	2,923,287

	Financed by:
	
	
	

	Share capital
	1,518,529
	
	1,170,273

	Reserves
	497,968
	
	1,491,737

	Shareholders’ equity
	2,016,497
	
	2,662,010

	
	
	
	

	Minority interest
	66,750
	
	90,004

	Deferred and long-term liabilities
	2,302,846
	
	171,273

	
	4,386,093
	
	2,923,287

	
	
	
	

	Net tangible assets per share (RM)
	1.33
	
	2.27


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 2004.

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 JUNE 2005
	
	
	
	 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 2005
	      1,170,273 
	
	         636,433 
	
	355,983
	
	           17,639 
	
	94,147
	
	387,535
	
	2,662,010

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Issuance of share capital 
	348,256
	
	128,854
	
	-
	
	-
	
	-
	
	-
	
	477,110

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Transfer to capital redemption reserve 
	-
	
	-
	
	-
	
	55,489
	
	-
	
	(55,489)
	
	-

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Reduction of reserves 
	-
	
	(765,287)
	
	(270,628)
	
	-
	
	-
	
	(124,207)
	
	(1,160,122)

	
	
	
	
	
	
	
	
	
	
	
	
	
	

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

	 Profit for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	50,138
	
	50,138

	Balance at 30 June 2005 
	      1,518,529 
	
	-
	
	85,355
	
	           73,128 
	
	           94,147
	
	         245,338 
	
	      2,016,497 

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2004 
	      1,170,273 
	
	         844,505 
	
	311,329
	
	           17,639 
	
	62,290
	
	438,753
	
	2,844,789

	
	
	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Profit for the period 
	-
	
	-
	
	-
	
	-
	
	-
	
	63,385
	
	63,385

	Balance at 30 June 2004
	      1,170,273 
	
	         844,505 
	
	         311,329 
	
	           17,639 
	
	           62,290 
	
	         489,499 
	
	      2,895,535 

	
	
	
	
	
	
	
	
	
	
	
	
	
	


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 2004.

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED 30 JUNE 2005

	
	For the current 
period ended 30.06.2005

RM’000
	
	For the preceding year corresponding period ended 30.06.2004

RM’000

	Cash flows from operating activities
	
	
	

	Profit before taxation
	67,131
	
	83,294

	Adjustments for:
	
	
	

	     Share of results of associates
	(55,859)
	
	(53,836)

	     Depreciation of property, plant and equipment
	16,372
	
	15,494

	     Loss on disposal of associates
	3,456
	
	-

	     Loss on disposal of subsidiary
	2,475
	
	-

	     Other non-cash items
	2,780
	
	(6,342)

	Operating profit before changes in working capital
	36,355
	
	38,610

	
	
	
	

	Changes in working capital
	
	
	

	Current assets
	(7,721)
	
	(2,424)

	Current liabilities
	(4,638)
	
	(2,948)

	Cash generated from operations
	23,996
	
	33,238

	
	
	
	

	Interest paid
	(731)
	
	(626)

	Income tax (paid)/ refunded
	(473)
	
	3,634

	Net cash from operating activities
	22,792
	
	36,246

	
	
	
	

	Cash flows from investing activities
	
	
	

	Net investment in property, plant and equipment
	(8,342)
	
	(2,625)

	Disposal of subsidiaries
	(5)
	
	-

	Acquisition of subsidiary
	279,107
	
	-

	Dividend received
	8,100
	
	18,090

	Interest received
	2,755
	
	1,701

	Net cash from investing activities
	281,615
	
	17,166

	
	
	
	

	Cash flows from financing activities
	
	
	

	Net repayment of borrowings
	(8,564)
	
	(8,297)

	Net cash used in financing activities
	(8,564)
	
	(8,297)

	
	
	
	

	Net change in cash and cash equivalents
	295,843
	
	45,115

	Cash and cash equivalents at the beginning of the financial year
	160,167
	
	117,193

	Cash and cash equivalents at the end of the financial period
	456,010
	
	162,308


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 2004.
SELECTED EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS 

1
Basis of preparation


The interim financial report has been prepared in accordance with FRS 134, 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 2004. 

2
Audit report


The Group’s financial statements for the year ended 31 December 2004 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

Further to the Company’s various previous announcements pertaining to its Proposed Capital Restructuring, goodwill arising from the acquisition of Sarawak Electricity Supply Corporation (“SESCo”) amounting to approximately RM1 billion was written-off against the reserves on 30 June 2005 being the Completion Date of the Restructuring and Rationalisation exercise.  This write-off has been approved by the High Court of Sabah and Sarawak on 25 April 2005.

Other than the above, there were no unusual 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

Pursuant to the Restructuring and Rationalisation exercise, on 27 June 2005, the Company issued 348,255,474 new ordinary shares of RM1.00 each at an issue price of RM1.37 per ordinary share and 554,890,000 new 5-year 5% Redeemable Convertible Preference Shares (“RCPS”) of RM0.10 each at an issue price of RM1.00 per RCPS.  The RCPS were fully redeemed on 30 June 2005.

Other than the above, there were no issuances, cancellations, repurchases, resales and repayments of debts and equity securities during the financial period.

7
Dividend paid

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

On 26 July 2005, 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 2004 pursuant to its shareholders’ approval at the Thirty-eighth Annual General Meeting on 25 June 2005.

8

Segmental Reporting


The Group’s segmental report for the period ended 30 June 2005 is as follows:-

	
	Short & long term investment

RM’000
	Property development

RM’000
	Power generation

RM’000
	Manufacturing

RM’000
	Total

RM’000

	Revenue


	1,223
	3,401
	77,207
	7,093
	88,924

	
	
	
	
	
	

	Results


	
	
	
	
	

	(Loss)/Profit from operations
	(7,351)
	2,312
	23,607
	224
	18,792



	Finance costs
	
	
	
	
	
	(7,520)



	Share of results of associates
	
	
	
	55,859



	Profit before tax


	
	
	
	67,131

	Taxation
	
	
	
	(14,851)



	Profit after tax


	
	
	
	52,280

	Minority interest
	
	
	
	(2,142)



	Profit attributable to shareholders
	
	
	
	50,138




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 except as disclosed in paragraph 20 (b) below.

11
Changes in the composition of the Group 

Other than as disclosed in paragraph 20 (a) below, there were no other material 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 June 2005, the Group recorded a profit before tax of RM67.1 million, as compared to profit before tax of RM83.3 million for the preceding year corresponding period.  This is mainly due to the reduced contribution from its short and long-term investment segment as well as its manufacturing segment.

14
Material Changes in the Quarterly Results

The Group recorded a profit before tax of RM32.6 million in the current quarter as compared to profit before tax of RM34.5 million for the preceding quarter.  The results of the current quarter were affected by the losses arising from the disposal of its Non-Core Assets pursuant to the Group’s Restructuring and Rationalisation exercise.

15
Current Year Prospects

 
In view of the successful completion on 30 June 2005 of the takeover of 96.6% of SESCo and barring unforeseen circumstances, the Group expects to turn in a better performance in 2005 compared to 2004.

16 Profit Forecast / Profit Guaranteed

Not applicable.

17 Taxation

(a) Taxation comprises of:

	
	
	RM’000

	Company and subsidiary companies
	
	

	· current tax charge


	
	1,040



	Share of taxation of associates
	
	13,811



	
	
	14,851


(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 unutilised capital allowances, unutilised tax losses and unabsorbed investment allowances brought forward for its subsidiaries; and

(ii) lower provision of taxation by its associates.

18
Sales of unquoted Investments and/or Properties

Other than the disposal of Non-Core Assets as mentioned in paragraph 20 (a) below, 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 material 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 2005 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	160,372     

	(ii)
	Total investments at book-value
	45,734

	
	(after provision for diminution in value)
	

	(iii)
	Total investments at market value
	30,125


20
Status of Corporate Proposals
(a)
Further to the Company’s various previous announcements pertaining to its Proposed Restructuring and Rationalisation exercise and its Proposed Capital Restructuring, the Company had acquired the additional 51.6% of equity interest in SESCo on 30 June 2005.  Hence, SESCo has become a 96.6%-owned subsidiary of the Company as at 30 June 2005.  The Group had also disposed off its Non-Core Assets (as per the Restructuring and Rationalisation exercise) to the State Financial Secretary (”SFS”) on the same day.  

(b)
The Successor Company Ordinance (being the ordinance to repeal the Sarawak Electricity Supply Corporation Ordinance, 1962) for purposes of the Proposed Corporatisation And Privatisation of SESCo came into force on 1 July 2005.  Syarikat SESCO Berhad has been nominated by the Minister to be the Successor Company.  On 4 August 2005, the Company had dispatched the Unconditional Take-Over Offer document concerning the acquisition of the remaining 3.4% of the equity interest of Syarikat SESCO Berhad.

(c)
Save for the above, there are no other corporate proposals which have been announced that 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
	1,003
	-
	1,003

	 - secured
	2,003
	-
	2,003

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	62,661
	7,721
	70,382

	 - secured
	52,000
	-
	52,000

	
	117,667
	7,721
	125,388

	Long-term borrowings
	
	
	

	 - unsecured
	398,942
	66,129
	465,071

	 - secured
	136,000
	-
	136,000

	
	534,942
	66,129
	601,071


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
Proposed Dividend

The Board does not recommend any interim dividend for the financial year-to-date ended 30 June 2005. No dividend was recommended for the preceding year corresponding period as well.

25
Earnings Per Share
(a) Basic Earnings Per Share

	
	Individual Period
	
	Cumulative period

	
	Current year quarter
	Preceding year corresponding quarter
	
	Current 
Year-to-date
	Preceding year corresponding period

	Net profit for the period

 (RM’000)
	23,797
	27,834
	
	50,138
	63,385

	Weighted average number of ordinary shares in issue 

(in thousands)
	1,185,581
	1,170,273
	
	1,177,970
	1,170,273

	
	
	
	
	
	

	Basic earnings per share (sen)
	2.01
	2.38
	
	4.26
	5.42

	
	
	
	
	
	


(b) Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

LEE YING FONG 

Company Secretary

Date:   15 August 2005

6

