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TIME ENGINEERING BERHAD

UNAUDITED INTERIM FINANCIAL REPORT 

FOR THE FIRST QUARTER ENDED 31 MARCH 2003

The Board of Directors is pleased to announce the unaudited financial results of the Group for the quarter ended 31 March 2003.
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CONDENSED CONSOLIDATED INCOME STATEMENTS


                 Individual Quarter
             Cumulative Quarter



Preceding

Preceding




year
Current
year



Current
corresponding
period
corresponding



quarter
quarter
to date
period


31.3.2003
31.3.2002
31.3.2003
31.3.2002



RM'000
RM'000
RM'000
RM'000
Revenue

60,935
67,430
60,935
67,430

Operating expenses

(56,724)
(59,269)
(56,724)
(59,269)

Other operating income

6,476
4,217
6,476
4,217



—————
—————
—————
—————

Profit from operations

10,687
12,378
10,687
12,378

Finance costs

(27,118)
(34,442)
(27,118)
(34,442)

Share in results of associate

  companies

(10,396)
(6,152)
(10,396)
(6,152)



—————
—————
—————
—————

Loss before tax

(26,827)
(28,216)
(26,827)
(28,216)

Income tax expense

(500)
(456)
(500)
(456)



—————
—————
—————
—————

Loss after tax

(27,327)
(28,672)
(27,327)
(28,672)

Minority interests


(3,085)
(1,949)
(3,085)
(1,949)



—————
—————
—————
—————

Net loss attributable to

  shareholders

(30,412)
(30,621)
(30,412)
(30,621)



════════
════════
════════
════════
Earnings per share


- basic

  (4.1)sen
(4.1)sen
  (4.1)sen
 (4.1)sen

- fully diluted

N/A
N/A
N/A
N/A



════════
════════
════════
════════
The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

Note: NA denotes “Not Applicable”

CONDENSED CONSOLIDATED BALANCE SHEETS 


Unaudited
Audited          



As at
As at 


31.3.2003
31.12.2002


RM'000
RM'000
NON CURRENT ASSETS

Property, plant and equipment
138,510
142,703

Power station
276,068
277,468

Investments in associate companies
1,648,621
1,658,127

Long term investments
11,149
10,838

Intangible assets
2,475
2,479


—————
—————


2,076,823
2,091,615




—————
—————



CURRENT ASSETS

Inventories and contract work in progress
17,532
16,377

Trade receivables
144,198
153,889

Other receivables, deposits and prepayments
31,648
31,118

Investments held for disposal
312,610
311,401

Deposits, cash and bank balances
112,624
134,923


—————
—————


618,612
647,708


—————
—————


CURRENT LIABILITIES

Short term borrowings
130,101
122,855

Current portion of long term borrowings

931,969
171,021

Trade payables
111,514
110,403

Other payables

103,338
121,164

Provision for taxation
2,001
3,184



—————
—————


1,278,923
528,627
—————
—————


NET CURRENT ASSETS/(LIABILITIES)
(660,311)
119,081



—————
—————

1,416,512
2,210,696
════════
════════
FINANCED BY:

Issued capital
746,501
746,413

Loan stocks
69,626
69,892

Reserves
(183,035)
(151,772)


—————
—————


Shareholders' funds
633,092
664,533

Minority interests
50,200
49,822

Long term borrowings
707,747
1,469,897

Lease payables
750
1,721

Deferred taxation
24,723
24,723

—————
—————



1,416,512
2,210,696


════════
════════
Net Tangible Assets per share (RM)
0.84
0.89

════════
════════
The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	
	Issued

Capital

RM’000
	Loan

Stocks

RM’000
	Share

Premium

RM’000
	Capital

Reserve

RM’000
	Accumulated

Loss

RM’000
	Reserves

RM’000
	Total

RM’000

	Balance as at 

31 March 2003
Balance at beginning of period

as previously stated

Prior years’ adjustment


	746,413

-


	69,892

-


	1,659,636

-


	18,419

-


	(1,816,651)

(13,176)


	(138,596)

(13,176)


	677,709

(13,176)



	Restated balance

Net loss for the period

Interest expense on loan stocks

Conversion of ICULS into new TIME Shares


	746,413

-

-

88


	69,892

-

-

(266)


	1,659,636

-

-

178


	18,419

-

-

-


	(1,829,827)

(30,412)

(1,029)

-


	(151,772)

(30,412)

(1,029)

178


	664,533

(30,412)

(1,029)

-

	Balance at end of period
	746,501
	69,626
	1,659,814
	18,419
	(1,861,268)
	(183,035)
	633,092


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

The prior years’ adjustment is in respect of the Group’s share of deferred tax liability as of 31 December 2002 of a subsidiary company, Powertron Resources Sdn Bhd, upon the adoption of MASB 25: Income Taxes.

No comparatives are shown as the Condensed Consolidated Statement of Changes in Equity was not presented in the preceding year corresponding quarter.
CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED 31 MARCH 2003



Three months 



to



31.3.2003

RM’000
CASH FLOWS FROM OPERATING ACTIVITIES

Net loss before taxation

(26,827)

Adjustments for:



Depreciation and Amortisation

8,098

Interest expense

27,118

Interest income

(655)

Share of results of associate companies

10,396

Realised gain on investments

(95)

Other non-cash items

(2,041)

Other non-operating items

(629)



—————

Operating profit before changes in working capital

15,365

Changes in working capital:

Net change in current assets

6,389

Net change in current liabilities

(9,401)



—————

Cash generated from operations

12,353

Taxation paid

(1,603)



—————

Net cash flow from operating activities

10,750



—————


CASH FLOWS FROM INVESTING ACTIVITIES



Net inflow from disposals of investments

239

Other capital investments

(2,645) 

Other 

(910)



—————

Net cash flow used in investing activities

(3,316)



—————

CASH FLOWS FROM FINANCING ACTIVITIES
Bank borrowings

(30,096)

Others

(1,346)


—————

Net cash flow used in financing activities

(31,442)



—————

NET CHANGES IN CASH AND CASH EQUIVALENTS

(24,008)

CASH AND CASH EQUIVALENTS AT BEGINNING OF THE PERIOD


125,719





—————

CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

101,711



════════
The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

No comparatives are shown as the Condensed Consolidated Cash Flow Statement was not presented in the preceding year corresponding quarter.
NOTES TO THE FINANCIAL INFORMATION

1
ACCOUNTING POLICIES

The Quarterly Consolidated Financial Statements have been prepared in accordance with MASB 26 Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002. The accounting policies, method of computation and basis of consolidation adopted for the interim financial reports are consistent with those adopted for the annual financial statements for the year ended 31 December 2002, other than the adoption of MASB 25 – Income Taxes.

A subsidiary company, Powertron Resources Sdn Bhd (“PRSB”), has adopted MASB 25 with effect from 1 January 2003.  Accordingly, deferred tax liability of RM23.3 million which was not recognised in the financial statements of PRSB as of 31 December 2002 has now been recognised by way of Prior Years’ Adjustment for the first quarter 2003.  The Group’s opening accumulated loss for the first quarter of 2003 has been adjusted for the Group’s share of PRSB prior years’ adjustment of RM13.2 million as shown in the consolidated statement of changes in equity.

2
STATUS OF AUDIT QUALIFICATION

The audit report on the Group’s financial statements for the year ended 31 December 2002 was not qualified.

3
SEASONAL OR CYCLICAL FACTORS


The Group’s operations are not subject to any seasonal or cyclical factors.


4
CHANGES IN ESTIMATES


The financial statements for the quarter ended 31 March 2003 does not have any material changes in estimates reported in the previous quarter.

5
DEBT AND EQUITY SECURITIES

The Company allotted and issued 88,000 new ordinary shares of RM1.00 each pursuant to the conversion of RM266,000 of the Company’s Irredeemable Convertible Unsecured Loan Stocks 2000/2005 during the current period ended 31 March 2003 at the conversion price of RM2.99 per new ordinary share of RM1.00 each.

Other than the above, the Group and the Company did not undertake any other issuance, cancellation, repurchase, resale and/or repayment of debt and equity securities during the current period ended 31 March 2003.

6
DIVIDENDS


The Directors do not recommend payment of any dividend for the current period ended 31 March 2003 (2002:Nil).

7
SEGMENTAL INFORMATION

Segment information for the current period ended 31 March 2003.

Business

Information







Segments
Power
Technology
Corporate
Telecommunication

Eliminations
Consolidation


RM’000
RM’000
RM’000
RM’000

RM’000
RM’000

Revenue



External sales
53,358
7,577
-
-

-
60,935


Inter-segment sales
-
-
-
-

-
-

————
————
————
———————

—————
—————


Total revenue
53,358
7,577
-
-

-
60,935

══════
══════
══════
═══════════

════════
════════
Results








Profit/(loss) from 








  Operations
8,220
(927)
2,338
-

1,056
10,687

══════
══════
══════
═══════════

══════
Finance costs
(5,616)
(434)
(21,068)
-

-
(27,118)

Share in results of

 associate companies
-
-
-
(10,396)

-
(10,396)









—————

Loss before tax






(26,827)

Income tax expense






(500)







—————

Loss after tax






(27,327)








—————

8 PROPERTY, PLANT & EQUIPMENT

The valuations of property, plant and equipment used in the condensed consolidated financial statements have been brought forward without amendment from the previous annual financial statements.

9 CHANGES IN THE COMPOSITION OF THE GROUP

For the current quarter ended 31 March 2003, the Group did not undertake any material business combination, acquisitions or disposals of subsidiaries and long term investments, restructuring or discontinuing of operations, other than as disclosed in Note 11.
10 INCOME TAX EXPENSE




Individual Quarter

Cumulative Quarter




Preceding

Preceding



Current
year
Current
year



year
corresponding
year
corresponding



quarter
quarter
to date
period


31.3.2003
31.3.2002
31.3.2003
31.3.2002



RM'000
RM'000
RM'000
RM'000

Malaysian taxation

-  current taxation

(420)
(291)
(420)
(291)

-  share in tax expense of 

       associate companies

(80)
(165)
(80)
(165)



—————
—————
—————
—————



(500)
(456)
(500)
(456)



—————
—————
—————
—————

Although the Group incurred a loss for the current period ended 31 March 2003, provision for estimated current tax payable has been made on interest income.

11 DISPOSAL OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

There were no disposal of unquoted investments and/or properties in the current period ended 31 March 2003 other than as follows:

(a) On 26 February 2003, the Company obtained the shareholders’ approval for the disposal of a piece of land held under Title No. HS(D) 78380, Lot P.T. 38, Section 67, Bandar Kuala Lumpur, District of Kuala Lumpur and State of Wilayah Persekutuan together with a twelve and a half storey office building with two basement levels erected thereon for a cash consideration of RM62,050,000 to STLR Sdn Bhd. The disposal forms part of the asset disposal programme undertaken by the Company to redeem the USD Bonds. The disposal was completed on 30 April 2003 and the net proceeds from the disposal was utilised to prepay part of Tranche I of the outstanding USD Bonds of USD44.6 million together with interest accrued thereon. 

(b) On 25 March 2003, the Company announced that it had entered into a Sale and Purchase Agreement with TT dotCom Sdn Bhd, a wholly-owned subsidiary of TIME dotCom Berhad, for the disposal of a piece of land held under Title No. PN 4414, Lot 404, Section 32, Town of Petaling Jaya, District of Petaling and State of Selangor together with a single storey warehouse with double storey office annexe erected thereon for a cash consideration of RM5,400,000.  The disposal is pending the approval from the relevant authority.

(c) On 28 March 2003, the Company entered into a Share Sale Agreement with Renong Berhad for the proposed disposal of TIME’s 1.11% equity interests in Renong Overseas Corporation Sdn Bhd. The disposal was successfully completed on 4 April 2003.

12
ACQUISITIONS AND DISPOSALS OF QUOTED SECURITIES

a)      There was no acquisition and disposals of quoted securities in the current period ended 31 March 2003.

b) 
Investments in quoted securities 



RM'000



At cost

2,588,685

At carrying value

1,782,986

At market value

1,636,024
13
GROUP BORROWINGS AND DEBT SECURITIES
	
	Long term borrowings
	
	Short term borrowings

	
	Secured
	Unsecured
	Total
	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000
	
	RM’000
	RM’000
	RM’000

	Debt Securities

US$ Bonds

Bank borrowings

Domestic banks
	615,730

1,023,986
	-

-
	615,730

1,023,986
	
	-

-


	-

130,101
	-

130,101

	TOTAL
	1,639,716
	-
	1,639,716
	
	-
	130,101
	130,101

	Less:

Current portion shown

under current liabilities
	(931,969)


	-
	(931,969)
	
	-
	-
	-

	
	707,747
	-
	707,747
	
	-
	130,101
	130,101


14
CASH AND CASH EQUIVALENTS

    

Current year



to date





  31.3.2003





RM'000

Deposits, bank and cash balances
112,624

Bank overdrafts (included in short term borrowings)
(10,913)


—————


101,711


—————


15
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off-balance sheet risks as at the date of this announcement.

16
MATERIAL LITIGATION

The Company and its subsidiaries have no outstanding material litigation as at the date of this announcement, other than as follows:

On 23 April 2002, EPE Power Corporation Berhad (“EPE”) was served a Writ of Summons from Standard Chartered Bank Malaysia (“SCB”) in the Kuala Lumpur High Court claiming monies allegedly owing by EPE under banking facilities granted by SCB to EPE.  

On 7 May 2002, EPE was served another Writ of Summons by AmBank Berhad (“AMMB”) in the Kuala Lumpur High Court claiming monies allegedly owing under banking facilities granted by AMMB to EPE.  
Both the above matters are currently put in abeyance with the signing of Debt Restructuring Agreements.  The legal suit will be withdrawn upon implementation of the debt-restructuring proposal as announced on 30 April 2003, as disclosed in Note 25(a).

17
EARNINGS PER SHARE


Current 
Current year


quarter
to date


31.3.2003
31.3.2003

Basic EPS



Net loss attributable to shareholders (RM’000)
(30,412)
(30,412)

Weighted average number of shares (‘000)
746,501
746,501

Basic EPS (sen)
(4.1)      
(4.1)                      

Fully Diluted EPS (sen)
     N/A 
                       N/A

Fully Diluted EPS

The fully diluted earnings per share for the period ended 31 March 2003 is not presented as the average market value of the shares of the Company is lower than the subscription price for the outstanding warrants and the conversion of the convertible loan stocks to ordinary shares would result in an anti-dilution situation. 
18
CAPITAL COMMITMENTS

There were no material capital commitments as at the date of this announcement. 

19
CONTINGENT LIABILITIES 

There were no material changes in the contingent liabilities as at the date of this announcement since the preceding financial year ended 31 December 2002, other than as follows: 

Performance guarantees given by EPE Power Corporation Berhad to third parties for contracts executed by subsidiary companies of RM7.2 million, an increase of RM0.8 million from 31 December 2002.

20
SUBSEQUENT EVENTS

There were no material events subsequent to the current quarter ended 31 March 2003 up to the date of this report which is likely to substantially affect the results of the operations of the Group.

21 PERFORMANCE REVIEW FOR THE CURRENT QUARTER AND YEAR-TO-DATE

The Group’s revenue for the current quarter was RM60.9 million compared to RM67.4 million in the corresponding quarter of the preceding year.  The decrease was mainly due to the lower revenue contributed by the Power and Information Technology divisions.

The Group recorded lower loss before tax in the current quarter of RM26.8 million compared to RM28.2 million in the corresponding quarter of the preceding year.  This lower loss was mainly due to the savings in the finance cost of RM7.3 million, as a result of reduction in the interest rate of the Company’s term loan facility, the successful implementation of USD Bonds restructuring and the refinancing of the project loan of its subsidiary company at the lower rates.  However, the savings in the finance cost was partly offset by the share of higher operating loss in an associate company of RM4.2 million.

22 COMPARISON BETWEEN THE CURRENT QUARTER AND THE IMMEDIATE PRECEDING QUARTER

For the current quarter, the Group recorded lower revenue of RM60.9 million as compared to RM64.1 million in the immediate preceding quarter.  The lower revenue was mainly due to lower contribution from its Power and Information Technology divisions.  Despite the lower contribution, the Power division has contributed 88% of the Group’s revenue in the current quarter.

The Group recorded a loss before taxation of RM26.8 million in the current quarter as compared to profit before tax of RM120.5 million in the immediate preceding quarter.  The profit in the immediate preceding quarter was mainly attributed to the gain from the early exchange of the RM784,548,000 Nominal Value Zero Coupon Exchangeable Secured Bonds for 253,080,000 ordinary shares of RM1.00 each in the associate company, TIME dotCom Berhad, completed on 26 December 2002.

23 PROSPECTS FOR THE FINANCIAL YEAR 2003

The Group will continue to benefit from the contribution of the Power Division until the completion of the disposal of Powertron Resources Sdn Bhd and Penjanaan EPE-TIME Sdn Bhd, which is expected to be by end of 2003.

With the Disposal of TIMECel Sdn Bhd and the Proposed Capital Repayment by TIME dotCom Berhad (“TdC”), TIME being a shareholder of TdC, is expected to receive approximately RM565.0 million.  The Company intends to utilise the proceeds to meet part of the Company’s debt obligations which will contribute positively to the financial position of the TIME Group in the future years through interest savings.  TIME will continue to focus addressing the debt repayment obligation and strive to enhance the value of its investments.  TIME will focus on repositioning itself in the Information, Communication and Technology (“ICT”) Sector.

24 VARIANCE OF ACTUAL AND FORECAST PROFIT

The Company did not issue any profit forecast or profit guarantee during the period.

25
STATUS OF CORPORATE PROPOSALS ANNOUNCED BUT NOT COMPLETED AT THE DATE OF THIS ANNOUNCEMENT

(a)
EPE Power Corporation Berhad ("EPE")

(i)    On 25 February 2002, EPE announced that it would not be in a position to make full payment as demanded by the principal bankers and therefore have defaulted on its payment obligations.  

On 28 February 2002, EPE announced that it became an “affected listed issuer” pursuant to Practice Note 4/2001 (“PN4”) of the Kuala Lumpur Stock Exchange. 

On 30 April 2003, EPE and its wholly-owned subsidiary entered into two debt restructuring agreements ("DRAs") with its Lenders and a creditor respectively, with another DRA expected to be executed by a wholly-owned subsidiary of EPE with its creditor in approximately four (4) weeks' time (The Lenders and the two (2) creditors are collectively hereinafter referred to as "the Creditors"). The DRAs stipulate the terms and conditions of the restructuring of the EPE Group's outstanding debts owed to the Creditors.

The Proposed EPE Restructuring Scheme encompasses the following proposals:

· Proposed Capital Reduction;

· Proposed Debt Restructuring; 

· Proposed EPE Acquisition;

· Proposed Rights Issue; and

· Proposed Increase in Authorised Share Capital.

The main objectives of the Proposed EPE Restructuring Scheme are to improve the financial standing of the EPE Group, to enable the EPE Group to continue as a going concern, and to enable the EPE Group to repay and/or restructure the debts owing to the Creditors. It will enable EPE to come out of its current classification as an affected listed issuer under PN4 of the KLSE Listing Requirements and also enable EPE to comply with the minimum paid-up capital requirement of RM40 million under the Guidelines of the Securities Commission.

(ii) The Company has on 27 December 2002 entered into a conditional sale of securities agreement with Ranhill in respect of the following investments for a cash consideration of RM54.35 million (“TIME SSA”):

· 4,000,000 ordinary shares of RM1.00 each in Powertron Resources Sdn Bhd (“PRSB”), representing 40% equity interests in PRSB;

· RM11.6 million nominal value of unquoted 12.5% convertible unsecured loan stocks (“CULS”) in PRSB, representing 40% of the outstanding nominal value of CULS in PRSB; and

· 2,940,000 ordinary shares of RM1.00 each in Penjanaan EPE-TIME Sdn Bhd (“PET”), representing 60% equity interests in PET.

On the same date, EPE also announced that it had entered into a conditional sales of securities agreement (“EPE SSA”) with Ranhill Berhad in respect of the following acquisition from Ranhill (upon completion of TIME SSA) for a total consideration of RM54.35 million, to be satisfied by the issuance of 54,350,000 new ordinary shares of RM1.00 each in EPE at an issue price of RM1.00 each:

· 4,000,000 ordinary shares of RM1 each in Powertron Resources Sdn Bhd (“PRSB”), representing 40% equity interests in PRSB;

· RM11.6 million nominal value of unquoted 12.5% convertible unsecured loan stocks (“CULS”) in PRSB, representing 40% of the outstanding nominal value of CULS in PRSB; and

· 2,940,000 ordinary shares of RM1 each in Penjanaan EPE-TIME Sdn Bhd (“PET”), representing 60% equity interests in PET.

The above proposals are herein collectively referred to as “The Proposed TIME Disposal” or “The Proposed EPE Acquisition” in the context of EPE.  The proposals are subject to the approvals from shareholders of the Company and EPE and relevant authorities.

(b) TIME dotCom Berhad (“TdC”)

(i) Proposed Disposal of TIMECel Sdn Bhd (“TIMECel”)

On 18 September 2002, AmMerchant Bank Berhad (“AmMerchant”) had, on behalf of TIME dotCom Berhad (“TdC”) which is an associate company of TIME, announced that it has on even date entered into a conditional sale and purchase agreement with Maxis for the proposed disposal of its entire equity interests in TIMECel to Maxis Communications Berhad (“Maxis”).

On 30 April 2003, AmMerchant had, on behalf of TdC, announced that the resolution on the proposed disposal of TdC’s 100% equity interest in TIMECel to Maxis for a cash consideration of up to RM1.475 billion comprising RM1.325 billion for the TIMECel Shares and up to RM150.0 million for the repayment of the inter-company loans was approved at TdC’s Extraordinary General Meeting held at the same day of the announcement.

AmMerchant had, on behalf of TdC, announced that the proposed disposal has been completed on 7 May 2003 pursuant to the fulfilment or waiver (whereby conditions of waiver have been fulfilled) of all the conditions precedent stipulated in the Conditional Sale and Purchase Agreement (“Conditional SPA”) as amended and supplemented by the letter from Maxis dated 12 December 2002 and the supplemental agreement to the Conditional SPA and Letter of Offer dated 20 March 2003.

(ii) Proposed Capital Repayment by TIME dotCom Berhad

On 30 April 2003, AmMerchant had, on behalf of TdC, announced that the resolution on the proposed capital repayment to the shareholders of TdC via a cash distribution of RM1,265,387,500 from the proceeds receivable by TdC pursuant to the proposed disposal on the basis of 50 sen cash for every one (1) existing ordinary share held in TdC at a date to be determined later, was approved at TdC’s Extraordinary General Meeting held at the same day of the announcement. 

TdC had on 22 May 2003 filed an application with the High Court of Malaya pursuant to Sections 60(2) and 64 of the Companies Act, 1965 for the Proposed Capital Repayment. 


By Order of the Board

Kuala Lumpur
SAPIAH JAMALUDIN (MAICSA 0807355)

29 May 2003
Secretary
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