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

(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. 


Affiliated companies


An affiliated company is a company in which certain Directors of the Company are also directors and/or substantial shareholders.

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


3rd Quarter
Cumulative Period


Current Year Quarter

31/03/01
Preceding Year Corresponding Quarter 

31/03/00
Current Year to-date

31/03/01
Preceding Year Corresponding Period 

31/03/00

Current taxation

Under/(Over) provision in prior years

Share of associated companies’ taxation

Under provision of share of associated companies’ taxation 

Deferred taxation
RM’000

 4,083

1,083

51

124

(3)
RM’000

-

-

-

-
RM’000

 8,324

1,083

51

124

(3)
RM’000

-

-

-

-


5,338
-
9,579
-

The higher tax charge for the current quarter and the year to-date was due to certain expenses which were disallowed for tax purposes.

5.
PRE-ACQUISITION PROFITS

There were no pre-acquisition profits or losses included in the results of the Group for the financial year to date. 

6. SALE OF INVESTMENTS AND/OR PROPERTIES

During the current financial year to date, there was no material gain or loss on disposal of investments or properties. 

There was no sale of properties during the financial year to date ended 31st March 2001.

7. QUOTED INVESTMENTS

Current Year

To-date 31/03/01


RM’000

(a) Total purchases and sales of quoted securities for the current financial year to date are as follows:-


 Total Purchases
72

 Total Disposals
-

 Total profits arising from disposals
-





As at

31/03/01


RM’000

(b) Total investment in quoted securities as at 31 March 2001 are as follows:-


 At cost
72

 At carrying value/book value
9

 At market value at end of reporting period 
9

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.

During the quarter under review the Company undertook the following corporate proposals:-

(i)
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 listing of and quotation for its enlarged share capital on the Main Board of the Kuala Lumpur Stock Exchange.

(ii)
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.

(iii)
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.

The foregoing paragraphs shall hereinafter be referred to as the “Listing of and quotation for the Ranhill Group”.

9.(a)
STATUS OF CORPORATE PROPOSALS

As at the date of this announcement, the Listing of and quotation for the Ranhill Group have been completed.

Save for the above, there  were no other corporate proposals undertaken during the quarter under review.

9. (b)
UTILISATION OF PROCEEDS

At the date of this report, the details of proceeds utilised are as follows  :- 



RM’000




    Muar By Pass Project 
4,800

    Serdang Hospital  Project 
2,904

    MLNG Tiga Plant Project 
1,663

    RBSB – Working Capital
1,049

    Listing Expenses 
3,000

Total
13,416

During the quarter ended 31 March 2001, details of the utilisation of the proceeds raised from the Initial Public Offer are as follows :-



RM’000
RM’000

Total gross proceeds as at 15 February 2001

43,878

Less : utilisation during the quarter :-



    RBSB – Working Capital
449


    Listing Expenses 
3,000
(3,449)

Net proceeds

40,429

Add :Interest income less expenses during the quarter 

5

Total

40,434

As at 31 March 2001, the sum of RM37.918 million was  placed in deposits and invested in money market instruments with tenures ranging from overnight  to 3 months bearing interest between 2.60% to 3.45%  as  follows :


RM’000




    Fixed Deposit 
31,918

    Money Market Instruments 
  6,000

    Others 
2,516

    Total 
40,434

10.
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.

11.
ISSUANCES AND REPAYMENT OF DEBT AND EQUITY SECURITIES

Other than the issuance of shares for the Initial Public Offer as stated in note 8, there were no other issuance of equity securities during the period ended 31 March 2001.

There was no issuance or repayment of debt securities, share buy backs, share cancellation, shares held as treasury shares and resale of treasury shares during the financial period to date. 

12. GROUP BORROWINGS AND DEBT SECURITIES

(a) As at 31 March 2001, the Group’s borrowings are as follows:-


Secured
Unsecured


Short term
Long term
Short term
Long term


RM’000
RM’000

Bank overdraft

Local bills discounted

Revolving credit

Term loan

Term loan Deferred   Turnkey Payment (b) 
3,653

897

1,000

688

1,699


-

-

-

3,647

67,983


-

-

-

-

-


-

-

-

-

-




7,937
71,630
-
-

Hire-purchase and Finance Lease
1,167
1,509
-
-

Total Borrowings
9,104
73,139
-
-

(b) This amount represents borrowings by RSG to finance the Sri Gading Water Supply Project (“RSG Project”). The RSG Project was financed under a deferred payment scheme, whereby the payments from the client, Syarikat Air Johor Sdn Bhd, will retire the 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 of RM67.982 million. The full amount borrowed by RSG for the RSG Project is on a non-recourse basis to Ranhill.

Part of the payments received by RSG from Syarikat Air Johor Sdn Bhd represent interest income to service the interest expense incurred by RSG for the RSG Project loan.  Hence, the said interest income was set off against the interest expense incurred.
(c)
Based on the total borrowings of RM9.9 million (excluding the non-recourse project finance loan and the hire-purchase and finance lease) and the shareholders’ funds of RM144.144 million, the gearing ratio of the Ranhill Group stands at 0.07 times.


(d)
All borrowings are denominated in Ringgit Malaysia.

13. CONTINGENT LIABILITIES

At the date of this report (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), the contingent liabilities of the Group are as follows:-

As at 16 May 2001


RM’000

(a)  Performance guarantee given to:- 


       - third parties 
57,248

       - affiliated company
903

       - related company 
25

       - others 
50

       Total
58,226





 (b)
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.

14. FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

As at the date of this report (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), the Group does not have any financial instruments with off balance sheet risk.

15. MATERIAL LITIGATION

Save as disclosed below, as at 16 May 2001 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report), 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. The hearing is fixed for 13 July 2001.

(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.

(iii)
On 1 March 2001, RBSB in association with Safege Consulting Engineers (“Safege”) received a Points of Claim from Equiventures Sdn Bhd (“Equiventures”) for a sum of RM31.8 million for the design of the raw water intake pumping station of the Johor Bahru Water Supply Privatisation Project.

RBSB and Safege had in 1993 entered into an agreement to jointly provide consultancy services to Equiventures for the design and supervisory works for the Johor Bahru Water Supply Privatisation Project.  The scope of works for the design of the raw water intake pumping station was that of Safege.  RBSB and Safege have responded by way of Points of Defence on 4 May 2001 and the matter is now pending arbitration.

The Directors of Ranhill, on the basis of the legal advice to RBSB, are of the opinion that the claim will not have a material adverse impact on the financial position of the Group.

As at 31 March 2001, no provisions were made in the accounts of RBSB for the above debts and claim.

16. 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

31/03/01
Preceding Year Corresponding Period 

31/03/00
Current Year 

To date 31/03/01
Preceding Year Corresponding Period 

31/03/00
Current Year 

To date 31/03/01
Preceding Year Corresponding Period 

31/03/00

By Activities:

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

37,658
RM’000

(Note 1)


RM’000

2,399
RM’000

(Note 1)
RM’000

62,718
RM’000

(Note 1)



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

Investment holding

Property investment
195,665

5,006

0

0

26,060

1,211

132

993

232,660

11,461

20,923

42,419



238,329

30,795

370,181










Note 1
There is segmental reporting for the preceding year 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.

17. COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group reported a net profit before tax of RM16.619 million for the quarter ended 31 March 2001 as compared to RM5.901 million of preceding quarter ended 31 December 2000. This increase of 182% was the result of the progress of work achieved, due to the substantial momentum gained and the contribution following the “S-curve” progress schedule. 

18. REVIEW OF PERFORMANCE

For the 9-month period under review, the Group recorded a profit after taxation and minority interests of RM20.634 million on the back of turnover of RM238.329 million.

The marked increase in the financial performance of the Group when compared to the first half-year results was attributed to the increasing momentum contributing to the progress of works on the various projects undertaken by the Group. 

The Directors are pleased to note that certain projects including the Serdang Hospital and Muar By-Pass projects are progressing ahead of schedule. 

Given the foregoing scenario, the Directors are satisfied with the overall operational and business performance of the Group as the Group enters into the fourth and final 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.

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

The Group will continue with its immediate strategy of the Group to focus, consolidate and concentrate on the contracts in hand which currently stands at approximately RM3.0 billion spanning the 3 key industries which the Group is involved namely :-

(a) oil and gas;

(b) infrastructure; and

(c) utilities.

The contracts in hand namely the SAJ Holdings Sdn Bhd Capital Works, the Semangar 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 Directors are pleased to report that the Group recently secured a RM204.8 million project for the Design, Build and Completion of the Muar By-Pass.  The project is expected to give positive contribution to the profit and cashflow of the Group for the financial year ending 30 June 2002.  The Group has also secured its first project in Sudan from the Greater Nile Petroleum Operating Company Ltd and hopes to make further inroads into the country. 

Given this background, the Directors of the Company are confident of the business prospects for the Group as well as achieving its profit forecast.

20. 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.

21. DIVIDEND


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

22. SHARE PREMIUM 

The movements in the share premium are as follows: 

 31/3/2001 

RM’000

(i) Premium arising from the issuance of 4,010,000 fully paid-up new

Ordinary shares in RB of RM1.00 each at approximately RM1.10 per share in respect of the acquisitions of RWE and UTW

by RB
401




(ii) Premium arising from the issuance of 14,626,000 fully paid-up new   

shares in RB of RM1.00 each at the issue price of RM3.00 per share in respect of the Proposed Public Issue
29,252

      Share issue expenses written off 
(4,455)

      Share premium as at 31/3/2001 
25,198

23. CONSTRUCTION CONTRACT 


31/3/2001 



RM’000

Aggregate costs incurred to date 
273,373

Add:  Attributable profits 
47,914

    
321,287

 Less: Progress billing  
318,790

 Net total
2,497




This is represented by :


  Amount due from customers (included under trade receivables)
10,539

  Amount due to customers (included under trade payables and accruals)
(8,042)


2,497

24. AMOUNT DUE FROM/TO ASSOCIATED COMPANIES AND AFFILIATED COMPANIES

These amounts due are all trade in nature in that they relate primarily to services rendered to the associated companies and mainly contracts secured from affiliated companies.

Prior to listing, certain subsidiary companies of Ranhill were held by Ranhill Corporation Sdn. Bhd. (“Ranhill Corporation”), a 40.15% shareholder which submitted proposals for certain contracts.  As part of the listing exercise, these contracts were subcontracted by Ranhill Corporation to the subsidiary companies which were acquired by Ranhill.

Consequently, as the contracts progress, there will be amounts due from the affiliated companies representing work done by the subsidiary companies of Ranhill.

25. 
COMPARATIVE FIGURES


Certain comparative figures have been reclassified to conform to current quarter’s 
presentation.

26.
SUBSEQUENT MATERIAL EVENTS 

(a) On 9 April 2001, Ranhill Civil Sdn Bhd (“RCivil”), a wholly-owned subsidiary of Ranhill Berhad received a Letter of Intent from the Greater Nile Petroleum Operating Company Ltd ("GNPOC") for the Contract 1 of road construction work between Keilak and Pump Station 3. Subsequently, on 23 April 2001, RCivil received a Letter of Award for the amount of USD2,732,940. The contract is one (1) of three (3) contracts for the construction of a gravel road totalling approximately 120km in length extending from Keilak to Pump Station Number 3. 

(b) On 12 April 2001, RCivil executed an agreement with Antara Koh Private Limited for the purpose of establishing a joint venture company in Malaysia for strategic business alliance and to co-operate on an exclusive basis in order to identify, jointly pursue, secure and undertake land and marine piling works, marine structures and related civil engineering works.  The joint venture company is known as Ranhill Antara Koh Sdn Bhd (Company No: 533594-M) with RCivil holding 51% of the equity interest.

(c) On 13 April 2001, the issued and paid-up capital RCivil was increased from RM500,000 to RM750,000 with the issuance of 250,000 new ordinary shares of RM1.00 each credited as fully paid-up by way of bonus issue of one (1) new ordinary share for every two (2) existing ordinary shares by the capitalisation of the sum of RM250,000 being part of the retained profits standing to the credit of Profit and Loss Account under the Balance Sheet of the company as at 30 June 2000. 

(d) On 30 April 2001, the Company incorporated a wholly-owned subsidiary company, Ranhill International Inc. ("Ranhill International") in Labuan under the Offshore Companies Act, 1990 with an initial authorised share capital of US$100,000 comprising 100,000 ordinary shares of US$1.00 each, and an issued and paid-up share capital of US$1.00.  The intended principal business activity of Ranhill International is the provision of engineering and construction services overseas and investment holding.  Ranhill International will spearhead the Group's development of the existing engineering and construction business overseas and will be the holding company for all of Ranhill's overseas operations (if incorporated as a company or joint-venture) and investments (if any).

(e) On 2nd May 2001, RCivil received a Letter of Award for the Design, Build and Completion of the Muar By-Pass for a contract price of RM204,764,100.

27.
CORPORATE GOVERNANCE 

In line with the Kuala Lumpur Stock Exchange (“KLSE”) Listing Requirements, the Board of Directors had recently approved the following :-

(i) Remuneration Committee

On the 14 March, 2001, the Board of Directors resolved to form the Remuneration Committee whose members comprises :-

(a) YBhg. Tan Sri Dato’ Paduka (Dr) Sallehuddin bin Mohamed (Chairman);

(b) En Ramli bin Ibrahim (Member);

(c) En Zahari bin Ab. Wahab (Member); and

(d) En Che Khalib bin Mohamad Noh (Member).

The Remuneration Committee’s authority to make recommendations to the Board shall encompass the following :-

(a) remuneration policy for the Executive Directors;

(b) specific remuneration packages (including any compensation packages) for Executive Directors of Ranhill and chief executive officers of the subsidiary companies of the Group;

(c) remuneration policy and specific packages for certain senior key executives of the Group;

(d) benefits and long term incentive schemes for the employees of the Group.

The Remuneration Committee is not responsible for setting the level of remuneration of non-executive Directors, which shall be determined by the Board.  The Committee shall seek advice from external consultants as experts in their fields when it is deemed necessary. 


The Ranhill Group remuneration policy shall be based on the following core principles :-

(a) to deliver enhanced shareholder value by ensuring that individual performance and reward reflect and reinforce the business objectives and long term aspirations of the Group;

(b) to support the recruitment, motivation, development and retention of high quality senior executives;

(c) to ensure that performance is the key factor in determining individual reward taking into account internal relativities and market data of external comparable entities; and

(d) to communicate the reward structure clearly and effectively to executives and shareholders.

(ii) Donations Committee

The Board of Directors had also on 14 March 2001 approved the formation of the Donations Committee whose functions and responsibilities shall include the following :-

(a) to determine the annual budget that the Group should set aside for donations, contributions, relief etc;

(b) to formulate the Group’s policy towards donations, including identification wherever possible, the organisations to which the Group would benefit in the long-term; and

(c) to review and decide on the requests for donations, contributions, relief and offerings that the Group may receive from time to time.

The Donations Committee shall be guided by the following core principles :-

(a) to portray the Ranhill Group as a fair and caring corporate citizen participating in worthy causes, goals and purpose; and

(b) to develop and advance the business interests of the Group.

The members of the Donations Committee are :-

(a) YBhg. Tan Sri Dato’ Paduka (Dr) Sallehuddin bin Mohamed (Chairman);

(b) En Ramli bin Ibrahim (Member);

(c) En Zahari bin Ab. Wahab (Member); and

(d) En Che Khalib bin Mohamad Noh (Member).

(iii) Internal Control and Risk Assessment

In its financial reporting to shareholders and other interested parties by means of annual and quarterly performance reports, the Board aims to present a balanced and understandable assessment of the Ranhill Group financial position and prospects.

The Board has overall responsibility for the Group’s system of internal control which aims to :- 

(a) safeguard shareholders’ investments and the Group’s assets;

(b) ensure that proper accounting records are maintained; and

(c) that the financial information used within the business and for publication is reliable. 

The system is also designed to provide reasonable assurance of the effective operations and compliance with laws and regulations, but any system of internal control can only provide reasonable, not absolute, assurance against material misstatement or loss.

The Board is committed and views the need for a strong internal control system seriously and during the period under review, has established the Internal Audit Department of the Group and appointed an external financial consultants to ensure the effectiveness of the Group’s system of internal control. The Internal Audit Department together with the external financial consultants have completed the business risk assessment for the Group. 

The key objectives of this process are to:

(a) expand the understanding of the operations of the Group;

(b) understanding the Group risk appetite and capacity;

(c) work with the Management to identify business risks and exposure to the Group;

(d) identify key business processes associated with the risks; and

(e) develop the Internal Audit Plan.

The prime objective of the risk assessment review is to gain a better and through understanding of the business risks that threaten the achievement of the Group’s objectives and the controls that are already instituted to mitigate them.

The business risk assessment was conducted through workshops and interviews with the senior management of the respective subsidiary company to identify and assess the business risks. The risks identified were then rated based on the likelihood of the event occurring and the impact of the risk (from minor to major) towards the achievement of the organization objectives.

The risk profiles of the Group were developed from the workshops and interviews and represent the views of all levels of the management of the respective companies. The Internal Audit Plan was then developed based on the overall business risk profile of the Group with priority given to the high risk areas was adopted at the Audit Committee meeting held on 4 May 2001.

The Group is now proceeding with the implementation of the Internal Audit Plan as approved by the Audit Committee on 4 May 2001.
BY ORDER OF THE BOARD

Lau Bey Ling

Company Secretary

25 May 2001

Kuala Lumpur
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