SARAWAK ENERGY BERHAD (007199-D)

(formerly known as Sarawak Enterprise Corporation Berhad)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE FIRST QUARTER ENDED 31 MARCH 2007

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE PERIOD ENDED 31 MARCH 2007

	
	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
	290,436
	260,572
	
	290,436
	260,572

	
	
	
	
	
	

	Operating expenses
	(248,753)


	(209,174)


	
	(248,753)
	(209,174)



	Other income
	28,956
	26,500


	
	28,956
	26,500



	Finance costs
	(8,634)
	(8,522)


	
	(8,634)
	(8,522)



	Share of profits/(loss) of associates
	1,014
	(927)


	
	1,014
	(927)



	Profit before taxation


	63,019
	68,449
	
	63,019
	68,449

	Taxation
	(17,323)
	(16,507)


	
	(17,323)
	(16,507)



	Profit for the period
	45,696
	51,942
	
	45,696
	51,942

	
	
	
	
	
	

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Equity holders of the parent
	45,747
	51,940
	
	45,747
	51,940

	Minority interest
	(51)
	2
	
	(51)
	2

	
	45,696
	51,942
	
	45,696
	51,942

	
	
	
	
	
	

	Earnings per share attributable to equity holders of the parent:
	
	
	
	
	

	Basic (sen)
	3.01
	3.42
	
	3.01
	3.42

	
	
	
	
	
	

	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 2006.

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 31 MARCH 2007

	
	Unaudited
	
	Audited

(Restated)

	
	As at 
31.3.2007

RM’000
	
	As at 
31.12.2006

RM’000

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Property, plant and equipment
	3,799,332
	
	3,765,040

	Prepaid lease payments
	130,727
	
	131,524

	Investment in associates
	56,112
	
	55,098

	Other investments
	-
	
	2,686

	
	3,986,171
	
	3,954,348

	Current assets
	
	
	

	Inventories
	231,989
	
	267,977

	Development properties
	100,273
	
	100,273

	Receivables
	333,751
	
	281,343

	Marketable securities
	1,042
	
	1,607

	Short-term deposits
	537,263
	
	432,032

	Cash and bank balances
	192,891
	
	236,668

	
	1,397,209
	
	1,319,900

	
	5,383,380
	
	5,274,248

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Equity attributable to equity holders of the parent
	
	

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

	Reserves
	831,888
	
	786,141

	
	2,350,837
	
	2,305,090

	Minority interest
	14,355
	
	14,406

	Total equity
	2,365,192
	
	2,319,496

	
	
	
	

	Current liabilities
	
	
	

	Payables
	467,618
	
	436,356

	Short-term borrowings
	86,771
	
	83,564

	Current tax liability
	8,705
	
	11,864

	
	563,094
	
	531,784

	Non-current liabilities
	2,455,094
	
	2,422,968

	Total liabilities
	3,018,188
	
	2,954,752

	
	5,383,380
	
	5,274,248

	
	
	
	

	Net assets per share attributable to ordinary equity holders of the parent (RM)
	1.55
	
	1.52


The unaudited condensed consolidated balance sheets should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2006.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 31 MARCH 2007
	
	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 2007
	1,518,949 
	
	-
	
	85,355
	
	73,128 
	
	94,147
	
	  533,511 
	
	   2,305,090 
	
	         14,406 
	
	      2,319,496 

	Profit for the period
	-
	
	-
	
	-
	
	-
	
	-
	
	45,747
	
	45,747
	
	(51)
	
	45,696

	Balance at 31 March 2007 
	1,518,949 
	
	-
	
	85,355
	
	73,128 
	
	94,147
	
	579,258
	
	2,350,837
	
	14,355
	
	2,365,192

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	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 


The unaudited condensed consolidated statements of changes in equity should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2006.
UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE PERIOD ENDED 31 MARCH 2007

	
	For the current 
 period ended 31.3.2007

RM’000
	
	For the preceding corresponding period ended 31.3.2006

RM’000

	
	
	
	

	
	
	
	

	Net cash from operating activities
	112,187
	
	128,326

	
	
	
	

	Net cash used in investing activities
	(49,025)
	
	(4,268)

	
	
	
	

	Net cash used in financing activities
	(1,708)
	
	(60,683)

	Net change in cash and cash equivalents for the year
	61,454
	
	63,375

	Cash and cash equivalents at the beginning of the financial year
	668,700
	
	494,435

	Cash and cash equivalents at the end of the financial year
	730,154
	
	557,810

	
	
	
	


The condensed consolidated cash flow statements should be read in conjunction with the audited annual financial report for the financial year ended 31 December 2006.
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 2006. 

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 2006 except for the adoption of the following revised Financial Reporting Standards (“FRSs”) effective for financial period beginning 1 January 2007:

FRS 117
Leases

FRS 124
Related Party Disclosures

The adoption of the revised FRS 124 does not have significant financial impact on the Group.  The effects of the changes in accounting policies resulting from the adoption of the revised FRS 117 are discussed below: 

FRS 117
Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land.  The up-front payments made for the leasehold land represent prepaid lease payments and are amortised on a straight-line basis over the lease term.  Prior to 1 January 2007, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment losses.  The leasehold land was last revalued in 1993.

Upon the adoption of the revised FRS 117 at 1 January 2007, the unamortised revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117.  The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed in Note 3, certain comparative amounts as at 31 December 2006 have been restated.

3
Comparatives

The following amounts as at 31 December 2006 have been reclassified due to the adoption of FRS 117:

	
	Previously stated

RM’000
	Reclassified

RM’000
	Restated

RM’000

	
	
	
	

	Property, plant and equipment
	3,896,564
	(131,524)
	3,765,040

	Prepaid lease payments
	-
	131,524
	131,524

	
	
	
	

	
	
	
	


4
Audit report


The Group’s financial statements for the year ended 31 December 2006 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
	
	
	
	
	

	
	Power
	287,567
	257,242
	
	287,567
	257,242

	
	Short & long term investment
	100
	41
	
	100
	41

	
	Property development
	711
	626
	
	711
	626

	Manufacturing 
	2,058
	2,663
	
	2,058
	2,663

	
	290,436
	260,572
	
	290,436
	260,572

	
	
	
	
	
	

	Segment Profit/(Loss) before tax
	
	
	
	
	

	
	Power
	62,395
	71,948
	
	62,395
	71,948

	
	Short & long term investment
	662
	(1,867)
	
	662
	(1,867)

	
	Property development
	54
	62
	
	54
	62

	Manufacturing  
	(92)
	(1,694)
	
	(92)
	(1,694)

	
	63,019
	68,449
	
	63,019
	68,449

	
	
	
	
	
	


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

(a)
On 7 March 2007, the Company announced that its wholly owned subsidiary, Syarikat SESCO Berhad, has been notified that the State Government of Sarawak has approved a new electricity tariff structure for the State of Sarawak, effective on 1 April 2007.

(b) On 2 April 2007, the Company changed its name from Sarawak Enterprise Corporation Berhad to Sarawak Energy Berhad.

(c)
Other than the above, there were no other 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.  

As of 31 March 2007, a total sum of RM59.3 million had been paid and reflected for in the financial statements pursuant to the above-mentioned capital commitments.

16
Review of performance 

The Group recorded a profit before taxation of RM63.0 million in the current quarter as compared to a profit before taxation of RM68.4 million for the preceding year corresponding quarter.  This was mainly due to the increase in the use of higher cost fuel in the power generation following the scheduled shutdown of one of the major plant for maintenance purposes.

17
Material Changes in the Quarterly Results

The Group recorded a profit before tax of RM63.0 million in the current quarter as compared to a profit before tax of RM58.6 million for the preceding quarter.  The better performance was mainly due to decrease in the fuel costs following the declining in the crude oil prices in the current quarter, as compared to the immediate preceding quarter.

18
Current Year Prospects

 
Barring unforeseen circumstances, the Group expects to turn in a better performance in 2007 compared to 2006, due to amongst others the increase in tariff rate which came into effect from 1 April 2007.

19
Profit Forecast / Profit Guaranteed

Not applicable.

20
Taxation

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
	13,781

3,542
	5,922

10,585
	
	13,781

3,542
	5,922

10,585

	
	17,323
	16,507
	
	17,323
	16,507


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) 
Details of disposals of quoted securities during the current quarter are as follows:

	
	
	
	RM’000

	
	
	
	

	(i)
	Sale proceeds
	
	5,558

	
	
	
	

	(ii)
	Gain on disposals
	
	2,178


(b)
Total investments in quoted securities as at 31 March 2007 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	91,945

	(ii)
	Total investments at book-value
	25,189

	
	(after provision for diminution in value)
	

	(iii)
	Total investments at market value
	30,254


23
Status of Corporate Proposals

There are no corporate proposals which have been announced that have not been completed as at the date of this announcement.
24
Group Borrowings and Debt Securities

Total group borrowings and debt securities as at 31 March 2007 were as follows:-

	
	
	
	Ringgit

Borrowings
RM’000

	Short-term borrowings
	
	
	

	 - unsecured
	
	
	470

	 - secured
	
	
	6,301

	
	
	
	

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	
	
	55,000

	 - secured
	
	
	25,000

	
	
	
	86,771

	Long-term borrowings
	
	
	

	 - unsecured
	
	
	275,000

	 - secured
	
	
	356,000

	
	
	
	631,000


25
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.

26
Material Litigation

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

27
Proposed Dividend

The Directors recommend the payment of a final ordinary dividend of 4.1 sen gross dividend per share, less income tax at 27% for the financial year ended 31 December 2006 (financial year ended 31 December 2005: 3.9 sen gross per share, less income tax at 28%).  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 RM45,462,155 (financial year ended 31 December 2005: RM42,652,098).

28
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 attributable to ordinary equity holders of the parent (RM’000)
	45,747
	51,940
	
	45,747
	51,940

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

	
	
	
	
	
	

	Basic earnings per share for
	
	
	
	
	

	
	Profit for the period (sen)
	3.01
	3.42
	
	3.01
	3.42

	
	
	
	
	
	
	


(b) Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

AISAH EDEN 

Company Secretary

Date:  22 May 2007

8

