TRENERGY (MALAYSIA) BHD

NOTES TO 2nd QUARTER REPORT – 30 JUNE 2002

1. Accounting Policies

There were no changes in accounting policies and methods of computation in deriving the financial statements for the current period.

2. Exceptional Item

There were no exceptional items during the period.

3. Extraordinary Item

There were no extraordinary items during the period.

4. Taxation

	
	RM’000

	Current year provision
	3,391

	Under provision of taxation for prior years
	1,078

	Transfer to deferred taxation
	1,000

	Share of tax in Associate
	(3)

	
	5,466



The effective tax rate for both the quarter and year-to-date are 32% and 29% respectively.  This is higher than the statutory rate of taxation principally due to under provision of taxation for prior years.

5. Profits on Sale of Investments and / or Properties

There was no sale of investments or properties during the period except as disclosed in Note 6.

6. Purchase or Disposal of Quoted Securities

Dealings in quoted securities were as follows:

	
	Group

	
	RM’000

	Total Purchases
	41

	Total Disposals
	72

	Total Profit on Disposal
	2

	
	

	Quoted securities held as at 30 June 2002:
	

	- at cost
	163

	- at market and book value
	50


As at the end of the quarter, the book value and market value of quoted shares held by Velosi (M) Sdn Bhd in subsidiary, Total Automation Ltd were RM11.1 million and RM36.7 million respectively.

7. Changes in Composition of Company

There were no changes in the composition of the Company during the current quarter. 

8. Status of Corporate Proposals

There were no outstanding corporate proposals that had been announced earlier.

9. Issuance and Repayments

There were no issuances or repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares during the period.

10. Group Borrowings

There were no debt securities as at the end of the period and the Group borrowings were as follows:

	
	
	
	Repayable
	
	Repayable

	
	
	
	Within 12
	
	after 12

	
	Secured /
	
	Months
	
	Months

	Nature
	Unsecured
	
	RM’000
	
	RM’000

	Revolving Credit (“RC”)
	Unsecured
	
	11,250
	
	-  

	RC / Trade Loan / Overdraft
	Secured
	
	        7,362 
	
	-   

	Term Loans
	Secured
	
	7,770 
	
	1,684 

	Ijara Wa Iktina facility
	Secured
	
	        38,000
	
	110,809 

	Hire-Purchase
	Secured
	
	663
	
	1,252

	
	
	
	65,045
	
	113,745


The borrowings in foreign currency include the Ijara Wa Iktina facility of RM148.8m (USD39.2m) and Term Loan of RM5.7m (USD1.5m).  The repayments will be made from revenue receipts denominated in US Dollars.

11. Contingent Liabilities

	
	RM’000

	Potential claim for liquidated damages in delivery and commissioning of the FPSO vessel
	19,153 


12. Off-Balance Sheet Item

There were no financial instruments with off-balance sheet risk.

13. Material Litigation & Dispute

Save as disclosed below, neither Trenergy nor any of its subsidiary companies are engaged in any material litigation or dispute either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings, pending or threatened, against Trenergy or its subsidiary companies or of facts likely to give rise to any proceedings which might materially affect the position or business of Trenergy or its subsidiary companies, financially or otherwise:-

(a) a third party filed a suit on 27 November 1999 to obtain an injunction against a subsidiary of Trenergy from receiving proceeds under a performance bond issued by the third party to the subsidiary pursuant to a contract for the supply of equipment and related services.  A stay of the suit was obtained pending reference of all disputes of the parties concerned to arbitration.  The said third party had also filed a Section 218 Notice on 26 November 1999 against the subsidiary claiming a sum of USD1,100,000.  The subsidiary disputes liability and counter claims that failure on the part of the third party to perform the abovesaid contract has caused losses far greater than the amount claimed by the third party.

A deposit has been paid to the Regional Centre for Arbitration Kuala Lumpur to commence the arbitration proceedings.  The third party has filed its statement of claim and the subsidiary its defence and counter-claim.  The third party will file their reply to the subsidiary’s counter-claim and proceed with the arbitration.  By reason of the arbitration proceedings, the third party has waived its rights to proceed with the Section 218 Notice and the said notice is deemed to have lapsed.

On 11 April 2001, the third party filed an originating summons to again obtain an injunction against the subsidiary from receiving proceeds under the abovesaid performance bond.  On 12 April 2002, the Court granted the injunction sought by the third party.  The subsidiary is appealing against the decision.  To-date, no date has been fixed for the hearing of the appeal by the Court of Appeal.

Until all claims are finalised, it is premature to assess the probable financial outcome of the dispute.

(b) Another third party has issued a claim by a letter dated 3 March 2000 for services rendered to Trenergy.  Another letter was issued on 17 June 2002 claiming USD1.2 million (RM4.6 million).  Trenergy has denied both claims.  No suit has been filed and it is too preliminary to assess the probable outcome of the dispute.

14. Segmental Reporting by Activity

	
	
	
	Profit /
	
	

	
	
	
	(Loss)
	
	Total

	
	
	
	Before
	
	Assets

	
	Turnover
	
	Taxation
	
	Employed

	
	RM’000
	
	RM’000
	
	RM’000

	Oil and gas services
	113,046 
	
	17,575
	
	733,333 

	Freight forwarding services
	14,038 
	
	54 
	
	7,942 

	Manufacturing
	21,353 
	
	3,190 
	
	34,421 

	Investment holding
	44 
	
	(900)
	
	514,948 

	Others
	- 
	
	(201)
	
	41,925 

	
	148,481 
	
	19,718
	
	1,332,569 

	Group’s share of associated company’s result
	-   
	
	34 
	
	-   

	
	148,481 
	
	19,752
	
	1,332,569 

	Consolidated adjustments
	(217)
	
	(722) 
	
	(542,536)

	
	148,264 
	
	19,030
	
	790,033 


15. Material Changes in Quarterly Profit Before Taxation

Profit before taxation for the current quarter was RM11.2 million compared to RM7.8 million for the previous quarter.  The higher profit in the current quarter was mainly attributable to increase in sales of certain products and services of the Group.

16. Performance Review

Profit before taxation for the current year to-date is RM19.0 million compared to RM11.0 million in the corresponding period of the previous year.  The increase was mainly attributable to an increase in turnover of the Group’s marine business and substantial reduction in interest cost on US Dollar borrowings.

17. Subsequent Events

There were no material events subsequent to the end of the period reported on.

18. Seasonal or Cyclical Factors

There were no seasonal or cyclical events that had materially affected the nature of the operation for the period.

19. Prospects

The Directors expect the performance of the Group for the year 2002 to be comparable to that of the previous year.

20. Profit Forecast and Guarantee

No profit forecast and/or guarantee have been issued by the Group. 

21. Dividend

As previously reported, the Directors recommended a first and final dividend of 1% less taxation for the year 2001 (2000: 1% less taxation).  This dividend was approved at the Annual General Meeting on 27 June 2002 and paid on 25 July 2002.

22. Related Party Transactions

There were no material related party transactions except for a piece of land of a subsidiary that is held in trust in the name of a company in which Directors, Baharin Salleh and Nor Zainal Abdul Rahman are directors and shareholders, each holding one share of RM1.  The cost and book value of the land is RM347,000.

