ranhill berhad (430537-K)


NOTES

1. ACCOUNTING POLICIES


The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual financial statements of Ranhill Berhad (“Ranhill”) and its respective subsidiary companies except for the accounting policies used for its consolidation which is only applicable with effect from 15 November 2000 when the Ranhill Group (comprising Ranhill and its subsidiary companies) was formed as part of the listing exercise of Ranhill. The applicable accounting policies used are as follows:-


Basis of consolidation


The consolidated income statement and balance sheet include the financial statements of the Company and its subsidiary companies made up to the end of the financial period.


The total profits and losses of subsidiary companies are included in the Group income statement; the proportion of the profit or loss applicable to minority shareholders is deducted in arriving at the profit attributable to the shareholders of the Company.


All the subsidiaries are consolidated using the merger method of accounting except for Ranhill Worley Engineering Sdn Bhd (“RWE”) and Urusan Teknologi Wawasan Sdn Bhd (“UTW”) which are consolidated using the acquisition method of accounting in accordance with the Malaysian Accounting Standard No. 2.

(a) Under the acquisition method of accounting, the results of subsidiaries acquired or disposed during the financial period are included from the date of acquisition or up to the date of disposal.

(b) Under the merger method of accounting, the results of subsidiary companies are presented as if the merger had been effected throughout the current and previous financial periods.

The total assets and liabilities of subsidiary companies are included in the Group balance sheet and the interests of minority shareholders in the net assets employed are stated separately. All significant inter-company transactions and balances are eliminated on consolidation.

Reserve on consolidation

Reserve on consolidation represents the excess of the fair value of the net assets over the purchase consideration of subsidiary companies at the date of acquisition.

Subsidiary companies

A subsidiary company is a company in which the Group has a long term equity interest of more than 50% and where the Group controls the composition of its board of directors or more than half of its voting power.

Associated companies

An associated company is a company in which the Group has a long term equity interest of between 20% to 50% and where the Group has representation on the board and is in a position to exercise significant influence in its management.

The consolidated income statement includes the Group’s share of profit less losses of associated companies based on the latest audited or management financial statements of the companies concerned made up to the end of their respective financial period. In the consolidated balance sheet, the Group’s interest in associated companies is stated at cost plus the Group’s share of post acquisition retained profits and reserves. 

2. 
EXCEPTIONAL ITEMS

There were no exceptional items for the financial period under review.

3. 
EXTRAORDINARY ITEM

There were no extraordinary items for the financial period under review.

4.
TAXATION


Taxation comprises the following:-


Group
Company
Group 
Company


2nd Quarter
Cumulative Period


Current Year Quarter

31/12/00
Preceding Year Corresponding Quarter 

31/12/99
Current Year to-date

31/12/00
Preceding Year Corresponding Period 

31/12/99

Current taxation

Under/(Over) provision in prior years

Share of associated companies’ taxation

Deferred taxation
RM’000

338

1,339

-

(70)
RM’000

-

-

-

-
RM’000

2,977

1,339

-

(75)
RM’000

-

-

-

-


1,607
-
4,241
-

5.
PRE-ACQUISITION PROFITS

There were no pre-acquisition profits or losses included in the results of the Group for the financial period under review.

6. 
SALE OF INVESTMENTS AND/OR PROPERTIES

There were no sale of investments nor properties for the financial period under review.

7. 
QUOTED INVESTMENTS

The following are quoted investments of the Group:-


Current Year

To-date 31/12/00


RM’000

(a) Total purchases and sales of quoted securities are as follows:-


 Total Purchases
72

 Total Disposals
-

 Total profits arising from disposals
-





As at

31/12/00


RM’000

(b) Total investment in quoted securities are as follows:-


 At cost
72

 At carrying value/book value
9

 At market value at end of reporting period
9

As a condition of the Scheme of Arrangement undertaken by Faber Group Berhad (“FGB”), FGB  had during the quarter under review issued RM72,128.00 nominal amount of zero coupon Irredeemable Convertible Unsecured Loan Stock 2000/2005 (“ICULS”) at 100% of its nominal amount for the unsecured amount due. This is deemed to be the settlement of the Unsecured Scheme Creditors on the basis of RM1.00 nominal amount of ICULS for every RM1.00 of debt owing to the Unsecured Scheme Creditors. RBSB was an unsecured creditor of FGB. 

8.
CHANGES IN THE COMPOSITION OF THE GROUP

On 15 November 2000, the Company issued 64,373,998 new ordinary shares of RM1.00 each, credited as fully paid-up, at an issue price of approximately RM1.10 per share as consideration for the acquisition of:-

(a) the entire issued and paid-up share capital of:-

(i) Ranhill Bersekutu Sdn Bhd (“RBSB”);

(ii) RB Ventures Sdn Bhd (“RBV”);

(iii) Ranhill Sri Gading Sdn Bhd (“RSG”);

(iv) Ranhill Civil Sdn Bhd (“RCivil”) [formerly known as Pengurusan KPRJ-Ranhill Sdn Bhd]; and

(v) Ranhill Engineers and Constructors Sdn Bhd (“REC”)

(b) 60% of the total issued and paid up share capital of RWE; and

(c) 51% of the issued and paid-up share capital of UTW.

pursuant to thirty-three (33) Conditional Sale and Purchase Agreements entered into with Angkasa Kelana Sdn Bhd (“AKSB”).  The acquisition was completed on 15 November 2000.

The purchase consideration of RM70,811,903 was based on the net tangible assets (“NTA”) of the respective companies as at 30 June 1999 (except for UTW where the NTA was adjusted after taking into consideration the additional new paid-up share capital after 30 June 1999).  The issuance of new shares resulted in the issued and paid-up capital of the Company being increased from RM2.00 to RM64,374,000.00.

The foregoing paragraphs shall hereinafter be referred to as the “Restructuring of the Ranhill Group”.

9.(a)
STATUS OF CORPORATE PROPOSALS

(i)
The Restructuring of the Ranhill Group as described in Note 8.0 above was completed on 15 November 2000. As a result, the issued and paid-up capital of the Company was increased from 2 ordinary shares to 64,374,000 ordinary shares of RM1.00 each.

(ii)
On 29 January 2001, the Company issued 14,626,000 new ordinary shares of RM1.00 each at an issue price of RM3.00 per ordinary share to successful applicants in conjunction with the Company’s proposed listing of and quotation for its enlarged share capital on the Main Board of the Kuala Lumpur Stock Exchange.

(iii)
As part of the listing of and quotation for the Company’s enlarged share capital on the Main Board of the Kuala Lumpur Stock Exchange, Ranhill Corporation Sdn Bhd, Hamdan bin Mohamad and Haji Hassan bin Saat @ Saad (the “Offerors”), the existing shareholders of the Company offered for sale 3,939,000 ordinary shares of RM1.00 each to the eligible employees and Directors of the Group at an offer price of RM3.00 each and undertook a placement of 3,661,000 ordinary shares of RM1.00 each to the nominated placees at a placement price of RM3.00 each.

(iv)
The listing of and quotation for the entire paid-up share capital of Ranhill Berhad of 79,000,000 ordinary shares of RM1.00 each on the Main Board of the Kuala Lumpur Stock Exchange took place on 15 February 2001.

9. (b)
UTILISATION OF PROCEEDS


The issuance of 14,626,000 new ordinary shares of RM1.00 each at the issue price of RM3.00 per share raised gross proceeds of RM43,878,000.00. The funds were remitted to the Company on 15 February 2001 net of certain expenses details of which are as follows:-



RM’000

Total gross proceeds
43,878

Interest earned
70


43,948

Less expenses:-


Underwriting commission (1½%) 
658

Brokerage (1%)
439

Issuing House fee and out-of-pocket expenses
129

Total
42,722

The sum of RM42.7 million has been placed in deposits and invested in money market instruments with tenures ranging from 1 week to 3 months bearing interest between 2.6% to 3.5%.

10. 
ISSUANCES AND REPAYMENT OF DEBT AND EQUITY SECURITIES

Other than the issuance of shares for the acquisition of RBSB, RBV, RCivil, RSG, REC, RWE and UTW as stated in Note 9.0(a) above, there were no other issuance and repayment of debt and equity securities during the period ended 31 December 2000.

11. 
GROUP BORROWINGS AND DEBT SECURITIES


Secured
Unsecured


Short term
Long term
Short term
Long term


RM’000
RM’000

Bank overdraft

Local bill discounted

Revolving credit

Term loan

Term loan Deferred Turnkey Payment (i) 
1,964

2,768

1,000

653

1,558


-

-

-

3,854

68,407


-

-

-

-

-


-

-

-

-

-




7,943
72,261
-
-

Hire-purchase and Finance Lease
758
737
-
-

Total Borrowings
8,701
72,998
-
-

(i) This amount represents borrowings by RSG to finance the Sri Gading Water Supply Project. The Sri Gading project was financed under a deferred payment scheme, whereby payment from the client, Syarikat Air Johor Sdn Bhd, will retire full sum of the project financing loan as well as service interest. This amount due from Syarikat Air Johor Sdn Bhd is reflected in the balance sheet as Long Term Debt.

12. 
CONTINGENT LIABILITIES

At the date of this report, the contingent liabilities of the Group are as follows:-

As at February 2001


RM’000

Performance guarantee given to third parties
41,986

Others
3,050

Total
45,036




Letter of undertaking by the Company to issue a Corporate Guarantee to third parties
3,600

A Parental Guarantee had been issued by the Company in favour of JMSB/KMSB Joint Venture on behalf of the JMSB/KMSB Sime Construction as a Condition 

precedent to award the subcontract for the MLNG Tiga Plant Project Mechanical Works Inquiry No. S-006-3100-MC4 Condensate Stabilisation Unit.

13. 
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

As at the date of this report, the Group does not have any financial instruments with off balance sheet risk.

14.
MATERIAL LITIGATION

Save as disclosed below, as at 21 February 2001, the Group is presently not engaged whether as plaintiff or defendant in any legal action, proceeding, arbitration (other than those legal actions engaged as plaintiff or defendant arising in the ordinary course of its business) or prosecution for any criminal offence, which has a material effect on the financial position of the Group and the Directors do not know of any proceedings pending or threatened or of any fact likely to give rise to any proceedings which might materially and adversely affect the position or business of  Ranhill and the Group.

(i) The Court having  heard an application under Order 27 Rule 3 of the Rules of the High Court 1980 on 17 February 2001 awarded Judgement for the sum of RM12,843,196.00 in favour of RBSB on 9 February 2001. The Defendant, Konsortium Lapangan Terjaya Sdn. Bhd. has now appealed to the Judge in Chamber against the aforesaid decision. 

(ii)
The letter of demand dated 12 May 1999 issued to Kelana Megah Sdn. Bhd. for sums owed to RBSB amounting to RM2,955,555.85 for consultancy services rendered, is still currently kept in abeyance, as payment towards settlement is currently still in progress.

15.
SEGMENTAL REPORTING


The segmental report of the Group for the current year to-date is as follows:-

Cumulative Period


Operating Revenue
Profit  Before Tax
Total Assets


Current Year 

To date

31/12/00
Preceding Year Corresponding Period 

31/12/99
Current Year 

To date 31/12/00
Preceding Year Corresponding Period 

31/12/99
Current Year 

To date 31/12/00
Preceding Year Corresponding Period 

31/12/99

By Activities:

Engineering, procurement, construction and project management services (EPCM/PMC)
RM’000

27,799
RM’000

(Note 1)


RM’000

1,717
RM’000

(Note 1)
RM’000

75,895
RM’000

(Note 1)

Engineering, procurement, and construction (EPC) Facilities management (O&M) 

Investment holding

Property investment
90,333

1,451

1,785

1,194

11,664

559

1,773

669

183,309

11,972

67,858

21,009



122,562

16,382

360,043


Less: Consolidation

  Adjustments
(6,524)

(1,797)

(94,570)



116,038

14,585

265,473


Note 1

There are no preceding year’s segmental reporting as the Company began preparing consolidated results from 15 November 2000 onwards when the Group came into existence.

Note 2

EPCM
Provision of multi-disciplinary EPCM or engineering, procurement and construction management services. Engineering involves the initial stages in preparing conceptual studies and technical feasibility right through to detailed engineering. Procurement is the sourcing, purchase and obtaining of services, equipment, material and components needed to complete the project. Construction management is the management of the construction phase of a project.




PMC
PMC or project management services is the management of client’s project on their behalf from project conception through the appointment of the EPC contractor until the transfer of the project from the contractor to the client. It entails project planning, budgeting, control, monitoring and reporting on project progress.




EPC
EPC or engineering, procurement and construction work in the provision of the engineering scope of works to other EPC or turnkey contractors.




O & M
O & M refers to the provision of facilities management related to operations and maintenance of facilities and installations for mechanical and electrical systems.

16. 
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The preceding quarter’s results are not disclosed since this is the Group’s first quarterly announcement.

17.
SUBSEQUENT MATERIAL EVENTS 

On 29 January 2001, the Company’s issued and paid up share capital was increased from RM64,374,000.00 to RM79,000,000.00 by the allotment of 14,626,000 new ordinary shares of RM1.00 each from the public issue at an issue price of RM3.00 per new ordinary share payable in full on application.

The Company’s entire issued and paid-up share capital of the Company comprising 79,000,000 ordinary shares of RM1.00 each fully paid up was approved for listing and quotation on the Official List of the Main Board of the Kuala Lumpur Stock Exchange on 15 February 2001.
18.
SEASONALITY OR CYCLICALITY OF OPERATIONS

The business of the Group for the quarter under review had not been affected by any seasonal or cyclical factors as the Group’s turnover is dependent on the progress of the work completed on each of the projects.

19.
VARIANCE ON PROFIT FORECAST


The analysis on the variance on profit forecast will only be applicable when the Group announces the results for the final quarter for the financial year ending 30 June 2001.

20.
DIVIDEND


The Directors do not propose to declare or pay any dividends for the period under review.

21.
DEFERRED EXPENDITURE

This represents the listing expenditure that will be written off against the share premium account arising from the Public Issue of the new shares in connection with the Company’s listing on the Main Board of the Kuala Lumpur Stock Exchange.

22.
REVIEW OF PERFORMANCE

For the period under review, the Group recorded a profit after taxation and minority interests of RM9.652 million on the back of turnover of RM116.038 million.

As disclosed in the Prospectus dated 29 December 2000, other than the SAJH Capital Works Programme, the Group secured several Letters of Award for its major EPC projects in September/October 2000.  These are :-

(a) Serdang Hospital project – 19 September 2000; and

(b) Semanggar Water Supply Scheme – 25 October 2000.

Although the Group commenced immediately with the implementation of the various projects, the physical mobilisation of the construction works involved several weeks of lead time.  Common in all construction projects, preliminary works involving design and earthworks are not characterised by a high level of revenue.  However, as soon as these works are completed, we could expect a substantially higher revenue contribution following the “S-curve” progress payment.  

The Directors are pleased to note that the Semanggar and Serdang Hospital projects have passed the design and earthworks stage and currently undertaking civil construction works. The construction activity of the projects undertaken by the Group has gained momentum and the projects are progressing satisfactorily.

At the same time, the Group is actively exploring new business opportunities in the engineering and construction sectors both locally and abroad.

Given the foregoing scenario, the Directors are satisfied with the overall operational and business performance of the Group as the Group enters into the third quarter of the financial year ending 30 June 2001.  Barring any unforeseen circumstances, the Directors are confident of achieving the forecast results for the current year ending 30 June 2001 as stated in the Prospectus dated 29 December 2000.

23.
CORPORATE GOVERNANCE


The Board of Directors of the Company and the Audit Committee of the Board comprises :-

(a) YBhg. Tan Sri Sallehuddin bin Mohamed (Chairman, Independent Non-Executive Director and Member of the Audit Committee);

(b) YBhg. Dato’ Hamdan bin Mohamad (President & Chief Executive Officer and Member of the Audit Committee);

(c) Haji Hassan bin Saat @ Saad (President of RBSB);

(d) En Mohamed Mazlan bin Abdul Manaf (CEO of REC);

(e) En Kamarulzaman bin Omar (CEO of RWE);

(f) En Che Khalib bin Mohamad Noh (Non-Executive Director);

(g) En Ramli bin Ibrahim (Independent Non-Executive Director and Chairman of the Audit Committee); and

(h) En Zahari bin Ab. Wahab (Independent Non-Executive Director and Member of the Audit Committee).

The Chairman of the Audit Committee is also a Member of the Malaysian Institute of Accountants.

At the Meeting held on 27 February 2001, the Audit Committee approved the Internal Audit Charter whilst the Board of Directors at its Meeting on the same day approved and adopted the Terms of Reference for the Audit Committee.  The Internal Audit function of the Company is now in the process of formulating its strategic plan and will make the appropriate recommendations to the Audit Committee in due course.

24.
PROSPECTS AND FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS

The immediate strategy of the Group is to focus, consolidate and concentrate on the contracts in hand which currently stands at RM2.8 billion spanning in the 3 key industries which the Group is involved in namely :-

(a) oil and gas;

(b) infrastructure; and

(c) utilities.

The contracts in hand namely the SAJ Holdings Sdn Bhd Capital Works, the Semanggar Water Supply Scheme, the Serdang Hospital and the MLNG 3 contracts (for the civil works and slugcatcher and related facilities) are progressing well and in the full phase of implementation.

The Group is also focussing its resources in its core activities of EPC and EPCM in identifying new business opportunities locally and abroad in the aforesaid key industries.  The Group believes that there will be significant and continuing investments in these 3 key sectors.

The Directors are pleased to report that the Group recently secured a RM204 million project from Malaysia LNG Tiga Sdn Bhd for the procurement, construction and commissioning of a slugcatcher, gas metering station, spillover line and associated facilities for the new MLNG Tiga processing plant being built in Bintulu, Sarawak.  The project is expected to give positive contribution to the profit and cashflow of the Group for the financial year ending 30 June 2002.

Given this background, the Directors of the Company are confident of the business prospects for the Group.


BY ORDER OF THE BOARD


Lau Bey Ling


Company Secretary


27 February 2001


Kuala Lumpur
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