TRENERGY (MALAYSIA) BHD

INTERIM FINANCIAL REPORT

FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2002

NOTES

A1. Accounting Policies

The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the preceding annual financial statements except for the following addition.

Interest Rate Swap Agreements

The interest rate difference arising from interest rate swap agreement to be paid or received is accrued as interest rates change and is recognised over the life of the agreement.

A2. Audit Qualifications

The audit report of the preceding annual financial statements was not subject to any qualifications.

A3. Seasonal or Cyclical Factors

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

A4. Unusual Items

There were no significant unusual items affecting assets, liabilities, equity, net income, or cash flows of the Group since the last financial year end.

A5. Changes in Estimates

There are no changes in estimates of amounts reported in prior interim periods or financial years that have a material effect in the current interim period.
A6. Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayment of debt and equity securities for the current quarter and current financial period to-date except for the issuance of shares under the Employee Share Option Scheme (“ESOS”) as set out below:-



No. of shares

Issued and Fully Paid-up Share Capital

2002
2001

- Ordinary Shares of RM1 Each

 '000 
 '000 






At 1 January


      70,712 
      68,199 

Exercise of ESOS





- in First Quarter


728
-

- in Second Quarter


576
-

- in Third Quarter


120
785




1,424
           785 

At 30 September


      72,136 
      68,984 

As at 30 September 2002, 2,876,000 shares under the ESOS were unexercised.
A7. Dividends Paid

A first and final dividend of 1% less 28% taxation in respect of the financial year ended 31 December 2001 amounting to a total dividend of RM511,622 was paid on 25 July 2002.

A8. Segmental reporting by Activity


Oil and Gas Services
Freight Forwarding Services
Trading and Manufacturing
Investment Holding
Others
Discontinued
Eliminations
Consolidated


30-9-02
30-9-01
30-9-02
30-9-01
30-9-02
30-9-01
30-9-02
30-9-01
30-9-02
30-9-01
30-9-02
30-9-01
30-9-02
30-9-01
30-9-02
30-9-01


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

Revenue

















   External sales
184,533
148,704
21,139
14,073
26,988
23,609
55
19
-
196
-
-
-
-
232,715
186,601

   Inter-segment sales
331
119
189
131
-

-
407
-

-

(520)
(657)
-
-

Total revenue
184,864
148,823
21,328
14,204
26,988
23,609
55
426
-
196
-
-
(520)
(657)
232,715
186,601



















Results

















   Segment results
30,942
30,327
122
494
4,340
2,485
(706)
(767)
(83)
(198)
252
(608)
(1,060)
(741)
33,807
30,992

   Unallocated

      Corporate

      expenses














-
-

   Operating profit














33,807
30,992

   Finance cost, net












-
2,040
(10,324)
(12,239)

   Share of net results 

       of  Associates
84
219












84
219

   Income tax














(9,026)
(3,597)

   Profit from ordinary

      activities














14,541
15,375

   Extraordinary item














-
-

   Net profit














14,541
15,375

A9. Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment had been brought forward without any amendment from the previous annual financial statements.

A10. Subsequent Events

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

A11. Changes in Composition of Company

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

A12. Contingent Liabilities


Group


30-Sep-02
30-Sep-01


RM’000
RM’000

Guarantees issued to third parties
-
2,985

Dispute in the employment taxes pertaining to an overseas

   subsidiary
-
725

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

A13. 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 Encik Baharin Salleh is a director and shareholder of the company, holding one share of RM1.  The cost and book value of the land is RM347,000.

ADDITIONAL INFORMATION REQUIRED BY KLSE

B1. Taxation


Group


Third

quarter

ended

30-Sep-02
9-months to 

30-Sep-2002


RM’000
RM’000

Major components of tax expense:



Current year provision
1,801
5,193

Deferred tax
1,700
2,700

Share of tax in Associate
3
-


3,504
7,893

Under/(Over) provision – prior years
56
1,133


3,560
9,026





Profit before taxation
4,537
23,567

Taxation at the statutory income tax rate of 28%
1,270
6,599

Tax effect on undeductible finance charges and other expenses
2,234
1,294

Tax expense
3,504
7,893





B2. Profit on Sale of Investments and / or Properties

There was no sale of investments or properties during the period except for the completion of the sale of the factory building in September by Trenergy Gas (Vietnam) Pte. Ltd. for USD115,000 (RM437,000) inclusive of VAT.  This sale resulted in a write-back to the Profit and Loss account of RM676,969 due to the fact that the building had been written off in year 2000 and a gain in foreign exchange.

B3. Purchase or Disposal of Quoted Securities

Included in investing results were dealings in quoted securities as follows:


Group


30-Sep-2002
30-Sep-2001


RM’000
RM’000





Total Purchases
95
15

Total Disposals
67
-

Total Profit on Disposal
19
-





Quoted securities held as at 30 September 2002:



- at cost
198
203

- at market and book value
50
83

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 RM30.8 million respectively.

B4. Status of Corporate Proposals

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

B5. Group Borrowings

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



Group
Group



30-Sep-02
30-Sep-01



Repayable
Repayable
Repayable
Repayable



Within 12
after 12
after 12
after 12


Secured /
Months
Months
Months
Months

Nature
Unsecured
RM’000
RM’000
RM’000
RM’000

Revolving Credit (“RC”)
Unsecured
7,500
-  
12,500  
-  

RC / Trade Loan / Overdraft
Secured
6,966
-   
9,924   
-   

Term Loans
Secured
36,436
139,663 
10,028 
7,040 

Ijara Wa Iktina facility
Secured
-
- 
32,300 
142,472 

Hire-Purchase
Secured
550
1,024
672
1,548



51,452
140,687
65,424
151,060

A major facility included under Term Loans is a US Dollar 5-year term loan up to 2007 of RM171.0 million (USD45.0 million).  The repayments will be made from revenue receipts denominated in US Dollars.

B6. Interest Rate Swap Agreement

A subsidiary has entered into an interest rate swap agreement to reduce the impact of changes in interest rates on its floating rate long-term loan.  As at 30 September, the subsidiary had an outstanding interest rate swap agreement with a commercial bank having a notional principal amount of USD27.1 million (RM103.0 million).  This agreement effectively changed the company’s interest rate exposure on USD27.1 million (RM103.0 million) of its USD loan (LIBOR+1.25%) to a fixed 5.05% p.a..  The interest rate swap agreement ends when the term loan matures in April 2007.  The company is exposed to credit loss in the event of non-performance by the commercial bank involved in the swap agreement.  However, the company does not anticipate non-performance by the commercial bank.  The LIBOR applicable on 30 September 2002 was 1.86%.

B7. 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 has filed its appeal 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.
B8. Material Changes in Quarterly Profit Before Taxation

Profit before taxation for the current quarter was RM4.5 million compared to RM11.2 million for the previous quarter.  The reduction in profit was attributable to several factors such as refinancing cost, and higher operating cost.
B9. Performance Review

Profit before taxation for the current year to-date is RM23.6 million compared to RM19.0 million (restated) 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.

B10. Prospects

The Directors expect the performance of the Group for the year 2002 to be lower than that of the previous year.
B11. Profit Forecast and Guarantee

No profit forecast and/or guarantee have been issued by the Group.
B12. Dividend

The Directors do not recommend the payment of any interim dividend. 
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