TRENERGY (MALAYSIA) BHD

INTERIM FINANCIAL REPORT

FOR THE PERIOD ENDED 31 MARCH 2003

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.

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

2003
2002

- Ordinary Shares of RM1 Each

 '000 
 '000 






At 1 January


      72,176 
      70,712 

Exercise of ESOS





- in First Quarter


28
728

- in Second Quarter


-
576

- in Third Quarter


-
120

- in Fourth Quarter


-
40




28
1,464

At 31 March / 31 December


      72,204 
      72,176 

On 6 January 2003, 22 employees were offered options to exercise 758,000 share in the Company at an option price of RM1.99 per share.  At the closing date for acceptance, 22 employees accepted the options to exercise a total of 758,000 shares.

As at 31 March 2003, 2,418,000 shares at an option price of RM1.57 per share and 758,000 shares at an option price of RM1.99 per share under the ESOS were unexercised.
A7. Dividends Paid

No dividends were paid during the period.

A8. Segmental reporting by Activity


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


31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02
31-03-03
31-03-02


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
59,409
54,154
7,284
3,810
8,754
10,239
1,917
-
46
20
368
64
-
-
-
-
77,778
68,287

   Inter-segment sales
161
81
58
53
-
-
-
-
-
-
-
-
-
-
(220)
(134)
-
-

Total revenue
59,570
54,235
7,342
3,863
8,754
10,239
1,197
-
46
20
368
64
-
-
(220)
(134)
77,778
68,287





















Results



















   Segment results
13,730
8,875
39
(30)
697
1,141
234
-
(157)
(226)
(55)
(66)
-
-
(111)
(111)
14,378
9,809

   Unallocated

      Corporate

      expenses
















-
-

   Operating profit
















14,378
9,583

   Finance cost, net
















(2,217)
(2,223)

   Share of results 

       of  Associates
54
424














54
424

   Income tax
















(2,030)
(1,812)

   Share of tax 

       of  Associates
(5)
-














(5)
-

   Profit from ordinary

      activities
















10,180
5,972

   Extraordinary item
















-
-

   Net profit
















10,180
5,972

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 period.

A12. Contingent Liabilities


Group


31-Mar-03
31-Dec-02


RM’000
RM’000

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 and Dato’ Abdul Ghani Awang are directors and shareholders, holding one share of RM1 each.  Encik Baharin Salleh is a director of the Company and the subsidiary.  Dato’ Abdul Ghani Awang is a director of the subsidiary.  The cost and book value of the land is RM347,000.

ADDITIONAL INFORMATION REQUIRED BY KLSE

B1. Performance Review

The Group’s profit before taxation for the current year to-date is RM12.2 million compared to a profit before taxation of RM7.8 million in the corresponding period of the previous year.  The increase was mainly attributable to a substantial decrease in depreciation and more job completion within the quarter.

B2. Material Changes in Quarterly Profit Before Taxation

The profit before taxation for the current quarter was RM12.2 million compared to a loss of RM223 million for the previous quarter.  There was an impairment loss on asset of RM227 million in the last quarter and this contributed to a reduction in depreciation of about RM3.8 million for the quarter.  More jobs were also completed within the current quarter and contributed improved profits.
B3. Prospects

The Directors expect the performance of the Group for the year 2003 to be better than the previous year.
B4. Profit Forecast and Guarantee

No profit forecast and/or guarantee have been issued by the Group.
B5. Taxation


Group


First

quarter

ended

31-Mar-03
Year

to date

31-Mar-03


RM’000
RM’000

Major components of tax expense:



Current year provision
1,530
1,530

Deferred tax
500
500


2,030
2,030

Under/(Over) provision – prior years
-
-


2,030
2,030





Loss before taxation
12,215
12,215

Taxation at the statutory income tax rate of 28%
3,420
3,420

Tax effect on unabsorbed capital allowances
(1,390)
(1,390)

Tax expense
2,030
2,030





The effective rate of taxation of the Group for the current period of 17% is lower than the statutory rate of taxation principally due to the utilisation of capital allowances brought forward by a subsidiary.

B6. Profit on Sale of Investments and / or Properties

There was no sale of investments or properties during the period. 

B7. Purchase or Disposal of Quoted Securities

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


Group


31-Mar-03
31-Dec-02


RM’000
RM’000





Total Purchases
36
117

Total Disposals
36
101

Total Profit on Disposal
6
25





Quoted securities held at:



- at cost
195
199

- at market and book value
50
56

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 RM49.8 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-Mar-03
31-Dec-02



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  
-  

RC / Trade Loan / Overdraft
Secured
9,416
-   
11,413   
-   

Term Loans
Secured
45,078
136,020 
43,451 
128,945

Ijara Wa Iktina facility
Secured
-
- 
- 
-

Hire-Purchase
Secured
828
1,255
553
863



55,322
137,275
62,917
129,808

Included under Term Loans is a US Dollar 5-year term loan up to 2007 of RM176.9 million (USD46.5 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 the end of the period, the subsidiary had an outstanding interest rate swap agreement with a commercial bank having a notional principal amount of USD25.8 million (RM97.9 million).  This agreement effectively changed the subsidiary’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 subsidiary is exposed to credit loss in the event of non-performance by the commercial bank involved in the swap agreement.  However, the subsidiary does not anticipate non-performance by the commercial bank.  The 3-month LIBOR applicable as at 31 March 2003 was 1.28%.

Subsequently, the subsidiary swapped the fixed rate of interest to a floating rate of LIBOR + 3.44% p.a. for a period of one year from 23 April 2003 in line with prevailing low interest rate regime.

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 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 USD1.1 million.  The subsidiary disputed liability and counter claimed that failure on the part of the third party to perform the abovesaid contract had caused losses far greater than the amount claimed by the third party.

On 11 April 2001, the third party filed an originating summons to again obtain an injuction 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.

The dispute has been referred to the Regional Centre for Arbitration Kuala Lumpur for arbitration.  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.  The arbitration has been scheduled for 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.

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

(b)
A letter of demand has been issued by another third party on 3 March 2000 claiming a sum of USD1.7 million for services rendered to Trenergy (Malaysia) Bhd.  Another letter was issued on 17 June 2002 claiming a reduced amount of USD1.2 million.  No suit has been filed and it is too early to assess the probable outcome of the dispute.

B12. Dividend

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

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 1st Quarter

31-Mar-03

RM’000


Individual 1st Quarter

31-Mar-02

RM’000


Year to date

31-Mar-03

RM’000


Year to date

31-Mar-02

RM’000



Net profit attributable to shareholders
7,414
3,658
7,414
3,658

Weighted average number of

   ordinary shares in issue
72,189
70,982
72,189
70,982

Basic earnings per share (sen)
10.27
5.15
10.27
5.15

(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 1st Quarter

31-Mar-03

RM’000


Individual 1st Quarter

31-Mar-02

RM’000


Year to date

31-Mar-03

RM’000


Year to date

31-Mar-02

RM’000



Net profit attributable to shareholders
7,414
3,658
7,414
3,658

Weighted average number of

   ordinary shares in issue
72,189
70,982
72,189
70,982

Assumed shares issued from the

   exercise of options at no

   consideration
739
1,592
739
1,592

Diluted earnings per share (sen)
10.17
5.04
10.17
5.04

1

