SARAWAK ENTERPRISE CORPORATION BERHAD (007199-D)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE FIRST QUARTER ENDED 31 MARCH 2006

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE PERIOD ENDED 31 MARCH 2006

	
	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

	Continuing Operations

Revenue
	257,909
	41,267
	
	257,909
	41,267

	
	
	
	
	
	

	Operating expenses
	(204,813)
	(29,905)
	
	(204,813)
	(29,905)

	Other income
	26,449
	817
	
	26,449
	817

	Finance costs
	(8,475)
	(3,539)
	
	(8,475)
	(3,539)

	Share of (loss)/profits of associates
	(927)
	19,907
	
	(927)
	19,907

	Profit before taxation


	70,143
	28,547
	
	70,143
	28,547

	Taxation
	(16,507)
	(539)
	
	(16,507)
	(539)

	Profit for the period from continuing operations
	53,636
	28,008
	
	53,636
	28,008

	
	
	
	
	
	

	Discontinued Operation
	
	
	
	
	

	Loss for the period 
	(1,694)
	(838)
	
	(1,694)
	(838)

	
	
	
	
	
	

	Profit for the period
	51,942
	27,170
	
	51,942
	27,170

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Equity holders of the parent
	51,940
	26,341
	
	51,940
	26,341

	Minority interest
	2
	829
	
	2
	829

	
	51,942
	27,170
	
	51,942
	27,170

	
	
	
	
	
	

	Earnings per share attributable to equity holders of the parent:
	
	
	
	
	

	Basic, for profit from continuing operations (sen)
	3.53
	2.30
	
	3.53
	2.30

	Basic, for loss from discontinued operation (sen)
	(0.11)
	(0.05)
	
	(0.11)
	(0.05)

	Basic, for profit for the period (sen)
	3.42
	2.25
	
	3.42
	2.25

	
	
	
	
	
	

	Diluted (sen)
	N/A
	N/A
	
	N/A
	N/A


The unaudited condensed consolidated income statements should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2005.

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 31 MARCH 2006

	
	Unaudited
	
	Audited

	
	As at 
31.3.2006

RM’000
	
	As at 
31.12.2005

RM’000

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Property, plant and equipment
	3,858,674
	
	3,890,974

	Investment in associates
	48,836
	
	48,163

	Other investments
	2,688
	
	2,688

	
	3,910,198
	
	3,941,825

	Current assets
	
	
	

	Inventories
	259,885
	
	243,560

	Development properties
	100,273
	
	100,273

	Receivables
	172,411
	
	168,752

	Marketable securities
	1,976
	
	2,005

	Short-term deposits
	518,936
	
	463,082

	Cash and bank balances
	37,997
	
	31,353

	
	1,091,478
	
	1,009,025

	Assets of disposal group classified as held for sale
	47,048
	
	-

	
	1,138,526
	
	1,009,025

	
	5,048,724
	
	4,950,850

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Equity attributable to equity holders of the parent
	
	

	Share capital
	1,518,949
	
	1,518,949

	Reserves
	623,448
	
	570,607

	
	2,142,397
	
	2,089,556

	Minority interest
	12,406
	
	12,404

	Total equity
	2,154,803
	
	2,101,960

	
	
	
	

	Current liabilities
	
	
	

	Payables
	495,445
	
	433,978

	Short-term borrowings
	116,885
	
	179,455

	Current tax liability
	7,757
	
	8,481

	
	620,087
	
	621,914

	Liabilities directly associated with the assets classified as held for sale
	4,468
	
	-

	
	624,555
	
	621,914

	Non-current liabilities
	2,269,366
	
	2,226,976

	Total liabilities
	2,893,921
	
	2,848,890

	
	5,048,724
	
	4,950,850

	
	
	
	

	Net assets per share attributable to ordinary equity holders of the parent (RM)
	1.41
	
	1.38


The unaudited condensed consolidated balance sheets should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2005.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 31 MARCH 2006
	
	Attributable to Equity Holders of the Parent
	
	Minority   
	
	Total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	 interest 
	
	Equity

	
	
	
	
	
	
	
	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 
	
	 RM'000 
	
	 RM'000 

	At 1 January 2006
	      1,518,949 
	
	-
	
	85,355
	
	           73,128 
	
	           94,147
	
	         317,977 
	
	      2,089,556 
	
	         12,404 
	
	      2,101,960 

	Effects of adopting FRS 3
	-
	
	-
	
	-
	
	-
	
	-
	
	901
	
	901
	
	-
	
	901

	Profit for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	51,940
	
	51,940
	
	2
	
	51,942

	Balance at 31 March 2006 
	      1,518,949 
	
	-
	
	85,355
	
	           73,128 
	
	           94,147
	
	         370,818 
	
	      2,142,397 
	
	         12,406 
	
	      2,154,803 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at 1 January 2005
	      1,170,273 
	
	         636,433 
	
	355,983
	
	           17,639 
	
	94,147
	
	387,535
	
	2,662,010
	
	90,004
	
	2,752,014

	Profit for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	26,341
	
	26,341
	
	829
	
	27,170

	Balance at 31 March 2005 
	      1,170,273 
	
	         636,433 
	
	355,983
	
	           17,639 
	
	           94,147
	
	         413,876 
	
	      2,688,351 
	
	         90,833 
	
	      2,779,184 


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 2005.
UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE PERIOD ENDED 31 MARCH 2006

	
	For the current 
period ended 31.3.2006

RM’000
	
	For the preceding year corresponding period ended 31.3.2005

RM’000

	Continuing Operations
	
	
	

	
	
	
	

	Net cash from operating activities
	129,693
	
	9,420

	
	
	
	

	Net cash used in investing activities
	(4,264)
	
	(546)

	
	
	
	

	Net cash used in financing activities
	(60,983)
	
	(1,000)

	
	
	
	

	Net change in cash and cash equivalents from continuing operations
	64,446
	
	7,874

	Discontinued Operation

Net change in cash and cash equivalents from discontinued operation
	(1,071)
	
	(228)

	Net change in cash and cash equivalents for the period
	63,375
	
	7,646

	Cash and cash equivalents at the beginning of the financial year
	494,435
	
	160,167

	Cash and cash equivalents at the end of the financial period
	557,810
	
	167,813

	
	
	
	

	Consist of:
	
	
	

	Cash and cash equivalents for continuing operations
	556,933
	
	167,813

	Cash and cash equivalents classified as held for sale
	877
	
	-

	
	557,810
	
	167,813


The condensed consolidated cash flow statement should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2005.
SELECTED EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS 

1
Basis of preparation


The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. 

2
Changes in accounting policies and adoption of new and revised Financial Reporting Standards

The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRSs”) effective for financial period beginning 1 January 2006:

FRS 2
Share-based Payment

FRS 3
Business Combinations

FRS 5
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairments of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

Except for FRS 3, FRS 5 and FRS 101, the adoption of the above standards does not have significant financial impact on the Group.  The effects of the changes in accounting policies resulting from the adoption of FRS 3, FRS 5 and FRS 101 are discussed below: 

FRS 3: Business Combination

In accordance with the transitional provisions of FRS 3, a discount on acquisition included in the investment in associates amounting to RM 901,086 is derecognized with a corresponding increase in retained profits.

2
Changes in accounting policies and adoption of new and revised Financial Reporting Standards (cont’d.)

FRS 5: Non-current Assets Held for Sale and Discontinued Operations

The Group has applied FRS 5 prospectively in accordance with its transitional provisions.  FRS 5 requires a component of an entity to be classified as discontinued when the criteria to be classified as held for sale have been met or it has been disposed of.  Such a component represents a separate major line of business or geographical area of operations, is part of a single co-ordinated plan to dispose of the component or is a subsidiary acquired exclusively with a view to resale.  An item is classified as held for sale if its carrying amount will be recovered principally through a sale transaction rather than through continuing use.  The assets and liabilities of a discounted operation (a disposal group) that are classified as held for sale are measured in accordance with FRS 5.  Immediately before classification as held for sale, the carrying amounts of all the assets and liabilities in the disposal group are measured in accordance with applicable FRSs.  Then, on initial classification as held for sale, the disposal group is recognized at the lower of carrying amount and fair value less costs to sell.  

FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures.  In the consolidated balance sheets, minority interests are now presented within total equity.  In the consolidated income statements, minority interests are presented as an allocation of the total profit or loss for the period.  A similar requirement is also applicable to the statement of changes in equity.  FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.  The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives reclassified to conform to the current period’s presentation.

3
Comparatives

The following comparative amounts have been reclassified due to the adoption of new and revised FRSs:

	
	
	Reclassified
	

	
	Previously stated

RM’000
	FRS 5

RM’000
	FRS 101

RM’000
	Restated

RM’000

	
	
	
	
	

	3 months ended 31 March 2005
	
	
	
	

	
	
	
	
	

	Continuing Operations

Revenue
	44,157
	(2,890)
	-
	41,267

	Operating expenses
	(33,452)
	3,547
	-
	(29,905)

	Other income
	865
	(48)
	-
	817

	Finance costs
	(3,768)
	229
	-
	(3,539)

	Share of profits of associates
	26,706
	-
	(6,799)
	19,907

	Profit before taxation
	34,508
	838
	(6,799)
	28,547

	Taxation
	(7,338)
	-
	6,799
	(539)

	Profit for the period from continuing operations
	27,170
	838
	-
	28,008

	
	
	
	
	

	Discontinued Operation
	
	
	
	

	Loss for the period 
	-
	(838)
	-
	(838)

	
	
	
	
	


4
Audit report


The Group’s financial statements for the year ended 31 December 2005 were reported on without any qualification.

5 Seasonal or cyclical factors

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

6 Unusual items

There were no unusual items affecting the Group’s assets, liabilities, equity, net income or cash flows for the current quarter.
7
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.

8
Debt and equity securities

There were no material issuances, cancellations, repurchases, resales and repayments of debts and equity securities for the current quarter.

9
Dividend paid

No dividend was paid by the Company in the current quarter.

10
Segmental Reporting

	

	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

	Segment Revenue
	
	
	
	
	

	Continuing operations
	
	
	
	
	

	
	Power
	257,242
	38,954
	
	257,242
	38,954

	
	Short & long term investment
	626
	613
	
	626
	613

	
	Property development
	41
	1,700
	
	41
	1,700

	Total revenue from continuing operations
	257,909
	41,267
	
	257,909
	41,267

	Discontinued operation
	
	
	
	
	

	Manufacturing 
	2,663
	2,890
	
	2,663
	2,890

	
	260,572
	44,157
	
	260,572
	44,157

	
	
	
	
	
	

	Segment Profit/(Loss) before tax
	
	
	
	
	

	Continuing operations
	
	
	
	
	

	
	Power
	71,948
	8,134
	
	71,948
	8,134

	
	Short & long term investment
	(1,867)
	19,251
	
	(1,867)
	19,251

	
	Property development
	62
	1,162
	
	62
	1,162

	Total profit before tax from continuing operations
	70,143
	28,547
	
	70,143
	28,547

	Discontinued operation
	
	
	
	
	

	Manufacturing  
	(1,694)
	(838)
	
	(1,694)
	(838)

	
	68,449
	27,709
	
	68,449
	27,709

	
	
	
	
	
	


11
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. 

12
Subsequent events

There were no material events subsequent to the end of the current quarter.

13
Changes in the composition of the Group 

There were no material changes in the composition of the Group for the current quarter. 
14
Contingent liabilities and assets


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

15
Capital commitments


On 29 March 2006, the Company has awarded the contracts for its proposed construction of a 2x135MW Coal-Fired Power Station in Mukah to China National Machinery & Equipment Import & Export Corporation and PPES Works (Sarawak) Sdn. Bhd. at contract sums of approximately RM736 million and RM38 million respectively.

16
Review of performance 

For the financial period ended 31 March 2006, the Group recorded a profit before tax from continuing operations of RM70.1 million, as compared to a profit before tax from continuing operations of RM28.5 million for the preceding year corresponding period.  The results of the current financial period have been significantly enhanced by the successful acquisition of Syarikat SESCO Berhad as a wholly-owned subsidiary in the third quarter of 2005.
17
Material Changes in the Quarterly Results

The Group recorded a profit before tax from continuing operations of RM70.1 million in the current quarter as compared to profit before tax from continuing operations of RM76.6 million (this amount has been reclassified to conform to the current period’s presentation in accordance to the adoption of relevant FRSs) for the preceding quarter.  The results of the current quarter have been affected by an increase in fuel costs.

18
Current Year Prospects

 
Barring unforeseen circumstances, the Group expects to turn in a better performance in 2006 compared to 2005.

19
Profit Forecast / Profit Guaranteed

Not applicable.

20
Taxation

(a) Taxation comprises of:

	
	Individual Period
	
	Cumulative Period

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

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Income tax

Deferred tax
	5,922

10,585
	539

-
	
	5,922

10,585
	539

-

	
	16,507
	539
	
	16,507
	539


(b) The effective tax rate of the Group for the current quarter is lower than the statutory tax rate in Malaysia mainly due to:

(i) the availability of unutilized capital allowance and unabsorbed investment allowances brought forward; and

(ii) certain income which is not taxable.

(c) The effective tax rate of the Group for the current quarter is lower than that of the preceding quarter mainly due to under-provision of taxation in prior periods being adjusted to the books of accounts of the preceding quarter.

21
Sales of unquoted Investments and/or Properties

There were no sales of unquoted investments and/or properties for the current quarter.
22
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.

(b)
Total investments in quoted securities as at 31 March 2006 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	96,921   

	(ii)
	Total investments at book-value
	28,264

	
	(after provision for diminution in value)
	

	(iii)
	Total investments at market value
	22,278


23
Status of Corporate Proposals

The Company had on 20 February 2006 entered into a Memorandum of Understanding (which had been announced on the same day) with KKB Engineering Berhad (“KKB”) to set the intention between the parties to enter into negotiation in connection with the proposed disposal of the entire issued and paid-up capital of Sarwaja Timur Sdn Bhd (“Sarwaja”), a wholly-owned subsidiary of the SECB group of companies to KKB.

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.
24
Discontinued Operation


The proposed disposal of Sarwaja as mentioned in paragraph 23 above is expected to be completed by the end of 2006.  As at 31 March 2006, Sarwaja was classified as a disposal group held for sale and thus, a discontinued operation.   


The revenue, results and cash flows of Sarwaja were as follows:

	
	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
	2,663
	2,890
	
	2,663
	2,890

	
	
	
	
	
	

	Loss before tax
	(1,694)
	(838)
	
	(1,694)
	(838)

	Taxation
	-
	-
	
	-
	-

	Loss for the period 
	(1,694)
	(838)
	
	(1,694)
	(838)

	
	
	
	
	
	

	Cash flows from/(used in):
	
	
	
	
	

	- Operating activities
	(1,367)
	476
	
	(1,367)
	476

	- Investing activities
	(4)
	(179)
	
	(4)
	(179)

	- Financing activities
	300
	(525)
	
	300
	(525)

	Total cash flows 
	(1,071)
	(228)
	
	(1,071)
	(228)



The major classes of assets and liabilities of Sarwaja classified as held for sale as at 31 March 2006 are as follows:

	
	RM’000

	Assets:
	

	
	Property, plant and equipment
	27,053

	
	Inventories
	12,532

	
	Receivables
	6,586

	
	Short-term deposits
	792

	
	Cash and bank balances
	85

	Assets of disposal group classified as held for sale
	47,048

	
	
	

	Liabilities:
	

	
	Payables
	1,332

	
	Short-term borrowings
	3,134

	
	Current tax liability
	2

	Liabilities directly associated with the assets classified as held for sale
	4,468

	Net assets attributable to discontinued operation
	42,580


25
Group Borrowings and Debt Securities

	
	Ringgit

Borrowings
RM’000
	Foreign

Currency

Borrowings

RM’000
	Total

RM’000

	
	
	
	

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	55,000
	6,885
	61,885

	 - secured
	55,000
	-
	55,000

	
	110,000
	6,885
	116,885

	Long-term borrowings
	
	
	

	 - unsecured
	330,000
	52,624
	382,624

	 - secured
	81,000
	-
	81,000

	
	411,000
	52,624
	463,624



Borrowings denominated in foreign currency:

	
	
	Equivalent to

	
	JPY’000
	RM’000

	Japanese Yen
	1,877,858
	59,509


26
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.

27
Material Litigation

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

28
Proposed Dividend

The Directors recommend the payment of a final ordinary dividend of 3.9 sen (financial year ended 31 December 2004: 1.5 sen) gross dividend per share, less income tax for the financial year ended 31 December 2005.  The proposed dividend will be subject to the shareholders’ approval at the forthcoming 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 RM42,652,099 (financial year ended 31 December 2004: RM12,638,954).

29
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

	Profit from continuing operations attributable to ordinary equity holders of the parent (RM’000)
	53,636
	26,977
	
	53,636
	26,977

	Loss from discontinued operation attributable to ordinary equity holders of the parent (RM’000)
	(1,696)
	(636)
	
	(1,696)
	(636)

	Profit attributable to ordinary equity holders of the parent (RM’000)
	51,940
	26,341
	
	51,940
	26,341

	Weighted average number of ordinary shares in issue (in thousands)
	1,518,949
	1,170,273
	
	1,518,949
	1,170,273

	
	
	
	
	
	

	Basic earnings per share for:
	
	
	
	
	

	
	Profit from continuing operations (sen)
	3.53
	2.30
	
	3.53
	2.30

	
	Loss from discontinued operation (sen)
	(0.11)
	(0.05)
	
	(0.11)
	(0.05)

	
	Profit for the period (sen)
	3.42
	2.25
	
	3.42
	2.25

	
	
	
	
	
	
	


(b) Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

AISAH EDEN 

Company Secretary

Date:   25 May 2006

2

