SARAWAK ENERGY BERHAD (007199-D)

(formerly known as Sarawak Enterprise Corporation Berhad)

INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS 

FOR THE SECOND QUARTER ENDED 30 JUNE 2007

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 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
	327,589
	300,402
	
	618,025
	560,974

	
	
	
	
	
	

	Operating expenses
	(259,541)
	(236,140)


	
	(508,294)
	(445,314)



	Other income
	62,989
	24,127


	
	91,945
	50,627



	Finance costs
	(8,790)
	(8,599)


	
	(17,424)
	(17,121)



	Share of profits of associates
	1,625
	2,470


	
	2,093
	2,225



	Profit before taxation


	123,872
	82,260
	
	186,345
	151,391

	Taxation
	(17,360)
	(16,891)


	
	(34,683)
	(33,398)



	Profit after taxation
	106,512
	65,369
	
	151,662
	117,993

	
	
	
	
	
	

	Results of asset held for sale
	
	
	
	
	

	Share of profit/(loss) of associate
	16,253
	(433)
	
	16,799
	(1,115)

	Net fair value less carrying value
	9,681
	-
	
	9,681
	-

	
	25,934
	(433)
	
	26,480
	(1,115)

	Profit for the period
	132,446
	64,936
	
	178,142
	116,878

	
	
	
	
	
	

	
	
	
	
	
	

	Attributable to:
	
	
	
	
	

	Equity holders of the parent
	132,034
	63,763
	
	177,781
	115,703

	Minority interest
	412
	1,173
	
	361
	1,175

	
	132,446
	64,936
	
	178,142
	116,878

	
	
	
	
	
	

	Earnings per share attributable to equity holders of the parent:
	
	
	
	
	

	Basic (sen)
	8.69
	4.20
	
	11.70
	7.62

	
	
	
	
	
	

	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 30 JUNE 2007

	
	Unaudited
	
	Audited

(Restated)

	
	As at 
30.6.2007

RM’000
	
	As at 
31.12.2006

RM’000

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Property, plant and equipment
	3,934,259
	
	3,765,040

	Prepaid lease payments
	129,939
	
	131,524

	Investment in associates
	33,590
	
	55,098

	Other investments
	-
	
	2,686

	
	4,097,788
	
	3,954,348

	Current assets
	
	
	

	Inventories
	237,087
	
	267,977

	Development properties
	100,273
	
	100,273

	Receivables
	341,717
	
	281,343

	Marketable securities
	1,052
	
	1,607

	Short-term deposits
	460,662
	
	432,032

	Cash and bank balances
	557,638
	
	236,668

	
	1,698,429
	
	1,319,900

	Non-current asset held for sale
	86,140
	
	-

	
	1,784,569
	
	1,319,900

	
	5,882,357
	
	5,274,248

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Equity attributable to equity holders of the parent
	
	

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

	Reserves
	918,460
	
	786,141

	
	2,437,409
	
	2,305,090

	Minority interest
	14,767
	
	14,406

	Total equity
	2,452,176
	
	2,319,496

	
	
	
	

	Current liabilities
	
	
	

	Payables
	537,552
	
	436,356

	Short-term borrowings
	91,398
	
	83,564

	Current tax liability
	8,745
	
	11,864

	
	637,695
	
	531,784

	Non-current liabilities
	2,792,486
	
	2,422,968

	Total liabilities
	3,430,181
	
	2,954,752

	
	5,882,357
	
	5,274,248

	
	
	
	

	Net assets per share attributable to ordinary equity holders of the parent (RM)
	1.60
	
	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 30 JUNE 2007
	
	Attributable to Equity Holders of the Parent
	
	Minority   
	
	Total

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	 interest 
	
	Equity

	
	
	
	
	
	
	Capital
	
	
	
	
	
	
	
	
	
	

	
	Share  
	
	
	Capital  
	
	 redemption  
	
	 General 
	
	 Retained  
	
	
	
	
	
	

	
	 capital 
	
	
	 reserves 
	
	 reserve 
	
	 reserves 
	
	 profits 
	
	 Total 
	
	
	
	

	
	 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 

	Dividend
	-
	
	
	-
	
	-
	
	-
	
	(45,462)
	
	(45,462)
	
	-
	
	(45,462)

	Profit for the period
	-
	
	
	-
	
	-
	
	-
	
	177,781
	
	177,781
	
	361
	
	178,142

	Balance at 30 June 2007 
	1,518,949 
	
	
	85,355
	
	73,128 
	
	94,147
	
	665,830
	
	2,437,409
	
	14,767
	
	2,452,176

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	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

	Dividend
	-
	
	
	-
	
	-
	
	-
	
	(42,652)
	
	(42,652)
	
	-
	
	(42,652)

	Profit for the period
	-
	
	
	-
	
	-
	
	-
	
	115,703
	
	115,703
	
	1,175
	
	116,878

	Balance at 30 June 2006 
	1,518,949 
	
	
	85,355
	
	73,128 
	
	94,147
	
	  391,929 
	
	   2,163,508 
	
	         13,579 
	
	      2,177,087 


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 30 JUNE 2007

	
	For the current 
 period ended 30.6.2007

RM’000
	
	For the preceding corresponding period ended 30.6.2006

RM’000

	
	
	
	

	
	
	
	

	Net cash from operating activities
	250,817
	
	130,654

	
	
	
	

	Net cash used in investing activities
	(208,716)
	
	(41,574)

	
	
	
	

	Net cash from/(used in) financing activities
	307,499
	
	(31,410)

	Net change in cash and cash equivalents for the year
	349,600
	
	57,670

	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
	1,018,300
	
	552,105

	
	
	
	


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 and financial year-to-date 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 and financial year-to-date.
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

(a) During the current quarter, the Group had issued the following debts:

(i) RM55 million in relation to its RM215 million Sukuk Musyarakah Programme; and

(ii) RM380 million in relation to its RM950 million Sukuk Mudharabah Programme.

(b) During the current quarter, the Group repaid a total amount of RM55 million of its debts securities.

(c) Other than the above, there were no other material issuances, cancellations, repurchases, resales and repayments of debts and equity securities for the current quarter and financial year-to-date.

9
Dividend paid

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

On 31 July 2007, the Company paid the final ordinary dividend of 4.1 sen gross dividend per share, less income tax for the financial year ended 31 December 2006 pursuant to its shareholders’ approval at the Fortieth Annual General Meeting on 27 June 2007.

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
	325,588
	297,627
	
	613,155
	554,869

	
	Short & long term investment
	134
	30
	
	234
	71

	
	Property development
	698
	640
	
	1,409
	1,266

	Manufacturing 
	1,169
	2,105
	
	3,227
	4,768

	
	327,589
	300,402
	
	618,025
	560,974

	
	
	
	
	
	

	Segment Profit/(Loss) before tax
	
	
	
	
	

	
	Power
	89,225
	83,453
	
	151,620
	155,401

	
	Short & long term investment
	34,254
	(1,731)
	
	34,370
	(2,916)

	
	Property development
	(14)
	92
	
	40
	154

	Manufacturing  
	407
	446
	
	315
	(1,248)

	
	123,872
	82,260
	
	186,345
	151,391

	
	
	
	
	
	


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 except as disclosed in Note 14.

13
Changes in the composition of the Group 

There were no material changes in the composition of the Group for the current quarter and financial year-to-date. 
14
Non-current asset held for sale


On 14 August 2007, the Group announced the proposed disposal of its investment of 26.4% equity interest in Encorp Berhad (“Encorp”) for a total cash consideration of RM86,140,000.  The details of the proposed disposal were as disclosed in the said announcement.  Thus, the investment in Encorp was classified as asset held for sale.


The results of this asset held for sale were as follows:

	
	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

	Share of profit/(loss) of associates

Net fair value less carrying value
	16,253

9,681
	(433)

-
	
	16,799

9,681
	(1,115)

-

	
	25,934
	(433)
	
	26,480
	(1,115)


15
Contingent liabilities and assets


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

16
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 30 June 2007, a total sum of RM177.2 million had been paid and reflected for in the financial statements pursuant to the above-mentioned capital commitments.

17
Review of performance 

There was an increase in tariff rate in the second quarter of the financial year under review.  The demand of electricity for the State has also increased by 5.6% as compared to the preceding year corresponding period.  However, these were offset by the increase in the operating expenses, especially the higher cost of power generation.

Nevertheless, for the financial period ended 30 June 2007, the Group recorded a profit before taxation of RM186.3 million as compared to a profit before taxation of RM151.4 million for the preceding year corresponding period.  The increase of RM34.9 million was mainly the result of the write-back of impairment in value for investment in Encorp.

18
Material Changes in the Quarterly Results

The Group recorded a profit before taxation of RM123.9 million in the current quarter as compared to a profit before taxation of RM62.5 million for the preceding quarter.  The better performance was mainly due to the increase in tariff rate and the write-back of impairment in value for investment in Encorp during the current quarter.

19
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 and the gain recorded in relation to the proposed disposal of investment in Encorp.

20
Profit Forecast / Profit Guaranteed

Not applicable.

21
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
	13,817

3,543
	5,943

10,948
	
	27,598

7,085
	11,865

21,533

	
	17,360
	16,891
	
	34,683
	33,398



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

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

(ii) certain income which is not taxable.

22
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.
23
Purchase or Disposal of Quoted Securities

(a) 
Details of disposals of quoted securities during the financial year-to-date are as follows:

	
	
	
	RM’000

	
	
	
	

	(i)
	Sale proceeds
	
	5,558

	
	
	
	

	(ii)
	Gain on disposals
	
	2,178


(b)
Total investments in quoted securities as at 30 June 2007 were as follows:-

	

	
	RM’000

	(i)
	Total investments at cost
	91,955

	(ii)
	Total investments at book-value
	87,192

	
	(after provision for diminution in value)
	

	(iii)
	Total investments at market value
	87,788


24
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 except as disclosed in Note 14 above.
25
Group Borrowings and Debt Securities

Total group borrowings and debt securities as at 30 June 2007 were as follows:-

	
	
	
	Ringgit

Borrowings

RM’000

	Short-term borrowings
	
	
	

	 - unsecured
	
	
	2,826

	 - secured
	
	
	8,572

	
	
	
	

	Current portion of long-term borrowings
	
	
	

	 - unsecured
	
	
	55,000

	 - secured
	
	
	25,000

	
	
	
	91,398

	Long-term borrowings
	
	
	

	 - unsecured
	
	
	220,000

	 - secured
	
	
	736,000

	
	
	
	956,000


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 is no pending material litigation as at the date of this report. 

28
Proposed Dividend

The Board does not recommend any interim dividend for the financial year-to-date ended 30 June 2007.  No dividend was recommended for the preceding year corresponding period as well.

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 attributable to ordinary equity holders of the parent (RM’000)
	132,034
	63,763
	
	177,781
	115,703

	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)
	8.69
	4.20
	
	11.70
	7.62

	
	
	
	
	
	
	


(b) Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

AISAH EDEN 

Company Secretary

Date:  23 August 2007
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