TRENERGY (MALAYSIA) BHD

INTERIM FINANCIAL REPORT

FOR THE YEAR ENDED 31 DECEMBER 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

- in Fourth Quarter


32
1,728




1,456
2,513            

At 31 December


      72,168 
      70,712 

As at 31 December 2002, 2,844,000 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
Construction
Investment Holding
Others
Discontinued
Eliminations
Consolidated


31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01
31-12-02
31-12-01


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
RM’000
RM’000

Revenue



















   External sales
271,914
220,558
27,945
30,503
16,127
12,171
587
-
69
35
-
-
-
-
-
-
316,642
263,267

   Inter-segment sales
575
270
440
150
-
-
-
-
376
329
-
-
-
-
(1,391)
(749)
-
-

Total revenue
272,489
220,828
28,385
30,653
16,127
12,171
587
-
445
364
-
-
-
-
(1,391)
(749)
316,642
263,267





















Results



















   Segment results
(187,516)
35,666
106
284
2,918
7,379
270
(1)
(504)
(1,086)
(9)
(294)
84
(583)
(669)
1,002
(185,320)
42,367

   Unallocated

      Corporate

      expenses
















-
-

   Operating profit
















(185,320)
42,367

   Finance cost, net














232
184
(13,024)
(15,076)

   Share of net results 

       of  Associates
59
446














59
446

   Income tax
















(11,061)
(6,614)

   Profit from ordinary

      activities
















(209,346)
21,123

   Extraordinary item
















-
-

   Net profit
















(209,346)
21,123

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.  There were no material changes in the valuations during the year except as disclosed below.

The new Board of Directors and the management of Trenergy (Malaysia) Bhd (“Trenergy”) in reviewing the compliance requirements of Malaysian Accounting Standards Board Standard 23 (MASB 23) on Impairment of Assets, have taken the most prudent approach in its application of MASB 23 with regards to Trenergy’s FPSO (“Floating Production Storage and Offloading Facility”) business.  The FPSO is currently on a 9-year contract expiring in October 2008 subject to annual extensions thereafter.  In view of the numerous variables and uncertainty affecting long-term projections beyond year 2008, the Board of Directors has recognised an impairment loss of RM227 million.

A10. Subsequent Events

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

A11. Changes in Composition of Company

Total Automation Group increased its interest in Total Automation Middle East LLC ("TAME") from 49% to 100%.  The current paid-up capital of TAME is RM310,200 (DHS300,000).  Another addition to the Group is Velosi Certification Services LLC, Oman (“Velosi Oman”) of which subsidiary, Velosi (M) Sdn Bhd via Velosi International EC has a 50% interest.  The paid-up capital of Velosi Oman is RM1,478,400 (RO150,000).  Trenergy Group’s effective interest in TAME and Velosi Oman is 38.16% and 17.9% respectively.

A12. Contingent Liabilities


Group


31-Dec-02
31-Dec-01


RM’000
RM’000

Guarantees issued to third parties
-
123

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. Performance Review

The Group’s loss before taxation for the current year was RM198 million compared to a profit before tax of RM27.7 million in the previous year.  The reduction was mainly attributable to an impairment loss on assets as disclosed in Note A9.

B2. Material Changes in Quarterly Profit/(Loss)  Before Taxation

The loss before taxation for the current quarter was RM221.8 million compared to a profit before taxation of RM4.5 million for the previous quarter.  The reduction was mainly attributable to an impairment loss on assets as disclosed in Note A9.
B3. Prospects

The Directors expect the performance of the Group to improve for the year 2003 based on contracts in hand at 31 December 2002, since management has taken a prudent approach to provide fully for impairment loss in year 2002.

B4. Profit Forecast and Guarantee

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

B5. Taxation


Group


Fourth

quarter

ended

31-Dec-02
12-months to 

31-Dec-02


RM’000
RM’000

Major components of tax expense:



Current year provision
1,120
6,313

Deferred tax
695
3,395

Share of tax in Associate
22
22


1,837
9,730

Under/(Over) provision – prior years
198
1,331


2,035
11,061





Loss before taxation
(221,852)
(198,285)

Taxation at the statutory income tax rate of 28%
-
-

Tax effect on undeductible finance charges and other expenses
1,837
9,730

Tax expense
1,837
9,730





Despite the Group’s substantial loss, there is tax expense as losses incurred by certain subsidiaries cannot be set off against profits made by other subsidiaries in the Group as no group relief is available.

B6. 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 (Vn) Pte. Ltd. for RM437,000 (USD115,000) inclusive of VAT.  The book value of the building had been written off in year 2002, and this resulted in a gain on disposal of RM447,000. 

B7. Purchase or Disposal of Quoted Securities

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


Group


31-Dec-02
31-Dec-01


RM’000
RM’000





Total Purchases
117
-

Total Disposals
101
-

Total Profit on Disposal
25
-





Quoted securities held at:



- at cost
199
192

- at market and book value
56
67

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 RM53.2 million respectively.

B8. Status of Corporate Proposals

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

B9. Group Borrowings

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



Group
Group



31-Dec-02
31-Dec-01



Repayable
Repayable
Repayable
Repayable



Within 12
After 12
Within 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
11,414
-   
9,280   
-   

Term Loans
Secured
43,436
128,960 
9,872 
4,596

Ijara Wa Iktina facility
Secured
-
- 
34,200 
132,973 

Hire-Purchase
Secured
553
871
667
1,389



62,903
129,831
66,519
138,958

Included under Term Loans is a US Dollar 5-year term loan up to 2007 of RM167.9 million (USD44.2 million).  The repayments will be made from revenue receipts denominated in US Dollars.

B10. 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 31 December, 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 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 3-month LIBOR applicable as at 31 December 2002 was 1.38%.

B11. 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 has filed their reply to the subsidiary’s counter-claim and arbitration will be proceeded with in July 2003.  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 the claim.  No suit has been filed and it is too preliminary to assess the probable outcome of the dispute.
B12. Dividend

The Directors are recommending a first and final dividend of 2% less taxation for the year 2002 (2001: 1% less taxation).  This is subject to shareholders’ approval.  The proposed entitlement date and payment date will be announced at a later date.

B13. Earnings/(loss) Per Share

(a) Basic

Basic earnings / (loss) per share is calculated by dividing the net profit / (loss) attributable to shareholders by the weighted average number of ordinary shares in issue during the financial year.


Group


Individual 4th Quarter

31-Dec-02

RM’000


Individual 4th Quarter

31-Dec-01

RM’000


Year to date

31-Dec-02

RM’000


Year to date

31-Dec-01

RM’000



Net profit / (loss) attributable to

  shareholders
(226,747)
3,194
(219,269)
14,199

Weighted average number of

   ordinary shares in issue
71,768
68,713
71,768
68,713

Basic earnings / (loss) per share (RM)
(3.16)
0.05
(3.06)
0.21

(b) Diluted

Diluted earnings / (loss) per share is calculated by dividing the adjusted net profit attributable to shareholders by the adjusted weighted average number of ordinary shares in issue and issuable during the financial year.

The dilutive potential ordinary shares of the Group are the employees share options. 


Group


Individual 4th Quarter

31-Dec-02

RM’000


Individual 4th Quarter

31-Dec-01

RM’000


Year to date

31-Dec-02

RM’000


Year to date

31-Dec-01

RM’000



Net profit / (loss) attributable to

  shareholders
(226,747)
3,194
(219,269)
14,199

Weighted average number of

   ordinary shares in issue
71,768
68,713
71,768
68,713

Assumed shares issued from the

   exercise of options at no

   consideration
1,388
1,621
1,388
1,621

Diluted earnings / (loss) per share (RM)
(3.10)
0.05
(3.00)
0.20
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