M3NERGY BERHAD

(formerly known as Trenergy (Malaysia) Bhd)

INTERIM FINANCIAL REPORT

FOR THE PERIOD ENDED 30 JUNE 2005

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 operations 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
	
	2005
	2004

	- Ordinary Shares of RM1 Each
	
	 '000 
	 '000 

	
	
	
	

	At 1 January
	
	
	74,843
	73,984

	Exercise of ESOS
	
	
	
	

	- in First Quarter
	
	
	28
	220

	- in Second Quarter
	
	
	17
	290

	- in Third Quarter
	
	
	-
	194

	- in Fourth Quarter
	
	
	-
	155

	
	
	
	45
	859

	At 30 June/31 December
	
	
	74,888
	74,843


At the end of the period, the unexercised options under the ESOS were as follows:

	Option Price per Share
	No. of unexercised options

	RM1.57
	337,000

	RM1.99
	161,000


A7. Dividends Paid

A first and final dividend of 3% per share less 28% Malaysian income tax in respect of the financial year ended 31 December 2004 amounting to RM1,617,730 was paid on 27 June 2005.

A8. Segmental reporting by Activity

	
	Technical/Oil and Gas Services
	Trading and Manufacturing
	Construction
	Investment Holding
	Others
	Discontinued
	Eliminations
	Consolidated

	
	30-06-05
	30-06-04
	30-06-05
	30-06-04
	30-06-05
	30-06-04
	30-06-05
	30-06-04
	30-06-05
	30-06-04
	30-06-05
	30-06-04
	30-06-05
	30-06-04
	30-06-05
	30-06-04

	
	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
	112,911
	104,372
	33,872
	25,160
	16,122
	47,440
	331
	-
	-
	-
	-
	68,312
	-
	-
	163,236
	245,284

	   Inter-segment

      sales
	202
	-
	-
	-
	-
	-
	3,734
	30
	-
	-
	-
	318
	(3,936)
	(348)
	-
	-

	Total revenue
	113,113
	104,372
	33,872
	25,160
	16,122
	47,440
	4,065
	30
	-
	-
	-
	68,630
	(3,936)
	(348)
	163,236
	245,284

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Segment results
	26,642
	27,909
	3,072
	1,776
	699
	3,626
	(48,207)
	(31,415)
	(39)
	(354)
	-
	1,252
	43,100
	1,348
	25,267
	4,142

	   Unallocated

      Corporate

      expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	-
	-

	   Operating profit
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	25,267
	4,142

	   Finance cost, net
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(5,413)
	(5,814)

	   Share of results 

       of  Associates
	22
	38
	
	
	
	
	965
	1,308
	
	
	-
	231
	
	
	987
	1,577

	   Income tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(8,414)
	(8,544)

	   Share of tax 

       of  Associates
	(7)
	(3)
	
	
	
	
	(8)
	-
	
	
	-
	-
	
	
	(15)
	(3)

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	   Profit from

      ordinary

      activities
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	12,412
	(8,642)

	   Extraordinary

      item
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	-
	-

	   Minority Interest
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(5,207)
	10,149

	   Net profit
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	7,205
	1,507


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

On 7 July 2005, the RM11,000,000 nominal value of 2% 5-year Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) was converted into 3,642,384 new ordinary shares of RM1.00 each.

A11. Changes in Composition of Company

There are no changes in the composition of the Group for the current quarter including business combinations, acquisitions or disposal of subsidiaries and long term investments, restructuring or discontinued operations.

On 31 May 2005, the Ordinary Shares, Islamic Preference Shares and Warrants 2005/2010 of Malaysian Merchant Marine Berhad (an associate company) held by Snap Capital Sdn Bhd (a wholly-owned subsidiary) were transferred to the Company without affecting the composition of the Group.

A12. Contingent Liabilities

There were no material contingent liabilities at the end of the period.

A13. Related Party Transactions

There were no material related party transactions during the quarter.

ADDITIONAL INFORMATION REQUIRED BY KLSE

B1. Performance Review

The decrease in Group revenue of 33% over the corresponding period in 2004 was mainly attributable to the divestment of subsidiaries in the middle and end of 2004 and the decreased activities in the construction division.

The Group generated a profit before taxation of RM20.8 million for the period ended 30 June 2005 as compared to a loss before taxation of RM95,000 for the same period last year.  Profit before taxation in the current period increased despite a decrease in revenue. This is mainly due to a lower impairment loss on investment recognised in the current period.

B2. Material Changes in Quarterly Profit before Taxation

The profit before tax for the current quarter was RM13.0 million as compared to RM7.9 million in the preceding quarter.  The increase is mainly attributable to improved performance in the technical/oil and gas services division, lower maintenance and other finance costs.

B3. Prospects

Barring any unforeseen circumstances, the Directors are optimistic of the performance of its operating subsidiaries for the year 2005 in view of the positive outlook for the oil and gas and shipping industries.

B4. Profit Forecast and Guarantee

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

B5. Taxation

	
	Group

	
	 2nd Quarter

ended

30-Jun-05
	Year

to date

30-Jun-05

	
	RM’000
	RM’000

	Major components of tax expense:
	
	

	Current year provision
	2,506
	3,698

	Deferred tax
	3,600
	4,716

	
	6,106
	8,414

	Under/(Over) provision – prior years
	-
	-

	
	6,106
	8,414

	
	
	

	Profit before taxation
	12,985
	20,841

	Taxation at the statutory income tax rate of 28%
	3,636
	5,835

	Tax effect on timing differences, provisions and expenses not deductible for tax purposes
	2,470
	2,579

	Tax expense
	6,106
	8,414

	
	
	


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

	
	30-Jun-05
	31-Dec-04

	
	RM’000
	RM’000

	
	
	

	Total Purchases
	-
	17

	Total Disposals
	-
	-

	Total Profit on Disposal
	-
	-

	
	
	

	Quoted securities held at:
	
	

	- at cost
	199
	196

	- at market value  
	80
	85


As at the end of the quarter, the market value of quoted securities held in subsidiary, Total Automation Ltd and associate, Malaysian Merchant Marine Berhad are RM83.3 mil and RM51.4 mil respectively.

B8. Status of Corporate Proposals

There were no outstanding corporate proposals.

B9. Group Borrowings

The details of Group borrowings as at 30 June 2005 were as follows:

	
	
	Group
	Group

	
	
	30-Jun-05
	31-Dec-04

	
	
	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
	-
	-
	8,000
	-   

	RC/ Trade Loan / Overdraft
	Secured
	40,696
	-
	12,271
	-

	Term Loans
	Secured
	40,258
	104,477
	40,326
	123,474 

	ICULS
	Unsecured
	-
	927
	-
	927

	Hire-Purchase
	Secured
	636
	1,743
	759
	2,318

	
	
	81,590
	107,147
	61,356
	126,719


Included under Term Loans is a US Dollar 5-year term loan up to 2009 of USD37.5 million (RM142.5 million). The repayments will be made from revenue receipts denominated in US Dollars.

B10. Interest Rate Risk

The Group’s accounting policy recognises interest based on a time proportion basis that reflects the effective yield on the asset.

The Group’s primary interest rate risk relates to interest-bearing debts, as the Group had no long-term interest-bearing assets as at the end of the period. The investment in financial assets are mainly short term in nature. They are not held for speculative purposes and have mostly been placed in fixed deposits.

The Group manages its interest rate exposure by maintaining a prudent mix of fixed and floating rate borrowings.  The Group actively reviews its debt portfolio, taking into account the investment holding period and nature of its assets.  This strategy allows it to capitalise on cheaper funding in a low interest rate environment and achieve a certain level of protection against rate hikes.  The Group also uses hedging instruments such as interest rate swaps to minimise its exposure to interest rate volatility.

At the end of the quarter, the group has two outstanding interest rate swap (“IRS”) agreements with commercial banks relating to the Group’s USD50 million term loan which had an interest rate exposure of a 3-month SIBOR (“Relevant Rate”) + 1.15% p.a.. The arrangements changed the interest rate exposure on the Relevant Rate to the following:

	
	Notional

Amount

USD’mil


	Commencement
	Expiry
	Interest Rate Exposure 

with IRS



	(a)
	18.75


	26 March 2004
	26 March 2009
	3-month SIBOR in arrears +2.03% p.a. (capped at 4.53% when SIBOR is less than 5.50%).

This arrangement included the unwinding costs of a former IRS.



	(b)
	18.75
	27 December 2004
	16 October 2008
	3-month LIBOR +0.39% p.a. with LIBOR capped at 4.0% p.a. 


The subsidiary is exposed to credit loss in the event of the non-performance by the commercial banks involved in the IRS agreements.  However, the subsidiary does not anticipate non-performance by the commercial banks concerned. Both the 3-month SIBOR and LIBOR as at the end of the quarter was 3.50 and 3.49% respectively.

B11. Material Litigation & Dispute

Neither the Company nor any of its subsidiary companies are engaged in any material litigation either as plaintiff or defendant and the Directors do not have any knowledge of any proceedings, pending or threatened, against the Company or its subsidiary companies or of facts likely to give rise to any proceedings which might materially affect the position or business of the Company or its subsidiary companies, financially or otherwise.

B12. Dividend

No dividend was declared during the period.

B13. Earnings 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 period.

	
	Group

	
	Individual 2nd Quarter

30-Jun-05

RM’000


	Individual 2nd Quarter

30-Jun-04

RM’000


	Year to date

30-Jun-05

RM’000


	Year to date

30-Jun-04

RM’000



	Net profit/(loss) attributable to

   shareholders
	3,273
	(2,898)
	7,205
	1,507

	Weighted average number of

   ordinary shares in issue
	74,867
	74,206
	74,867
	74,206

	Basic earnings/(loss) per share (sen)
	4.37
	(3.91)
	9.62
	2.03


(b) Diluted

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

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

	
	Group

	
	Individual 2nd Quarter

30-Jun-05

RM’000


	Individual 2nd Quarter

30-Jun-04

RM’000


	Year to date

30-Jun-05

RM’000


	Year to date

30-Jun-04

RM’000



	Net profit/(loss) attributable to

   shareholders
	3,273
	(2,898)
	7,205
	1,507

	Weighted average number of

   ordinary shares in issue
	74,867
	74,206
	74,867
	74,206

	Assumed shares issued from the exercise of options at no consideration
	174
	493
	174
	493

	Assumed full conversion of ICULS
	11,000
	-
	11,000
	-

	Diluted earnings/(loss) per share (sen)
	3.80
	(3.88)
	8.37
	2.02


1

