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                Quarterly Unaudited report for the three months ended 30 June 2003 


EXPLANATORY NOTES






1.
ACCOUNTING POLICIES 


The quarterly financial statements have been prepared in accordance with MASB Standard 26 “Interim Financial Reporting” and Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 30 June 2002.

The accounting policies and presentation adopted for the quarterly financial report are consistent with those adopted for the annual financial statements for the year ended 30 June 2002 except for the adoption of new applicable approved accounting standards set out below.

(a) 
Prospective application 

The following new MASB Standard have been applied from 1 July 2002:

(i) MASB Standard 23 “Impairment of Assets”

The adoption of this new Standard did not have any material impact to the financial statements.

(ii) MASB 24 “Financial Instruments: Disclosure and Presentation”

The Group has elected to adopt the transitional provision to apply this Standard prospectively.  Comparatives in the financial statements are not disclosed upon first application of this standard.

This Standard is not intended to apply to the recognition, measurement and disclosure of transactions and events conducted on the basis of Islamic banking principles.

(b) Retrospective application

(i) MASB Standard 22 “Segmental Reporting”

(ii) MASB Standard 25 “Income Taxes”

(iii) MASB Standard 27 “Borrowing Costs”

MASB Standard 25 “Income Taxes” requires deferred tax assets and liabilities to be provided using the liability method, on all temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the financial statements. The 

principal temporary differences arise from depreciation and revaluation of the property, plant and equipment.

Other main requirements of MASB Standard 25 include:

(1)
deferred tax liabilities should be recognised for all taxable temporary differences, with limited exceptions;

(2)
deferred tax should be recognised on asset revaluations and for fair value adjustments in a business combination; 

(3)
deferred tax assets should be recognised for the carry forward of unused tax losses and unused tax credits to the extent it is probable that future taxable profit will be available against which the unused tax losses and unused tax credits can be utilised ;

(4) deferred tax assets and liabilities should not be discounted.

The Group has considered the adoption of MASB Standard 25 “Income Taxes” and has concluded the retrospective impact to retained earnings is not material. Therefore, no prior year adjustment is required. The income statement for the year ended 30 June 2003, the income statement for the quarter ended 30 June 2003, and the balance sheet as at 30 June 2003 have been prepared to reflect the adoption of MASB Standard 25.  
2.
QUALIFICATION OF PRECEDING ANNUAL FINANCIAL STATEMENTS

The audit opinion on the preceding annual financial statements were not qualified.

3.
SEASONALITY OR CYCLICALITY OF INTERIM OPERATIONS

The business operations of the Group were not materially affected by seasonal or cyclical fluctuations, during the quarter under review.

4.
NATURE AND AMOUNT OF ITEMS AFFECTING ASSETS, LIABILITIES, EQUITY, NET INCOME, OR CASH FLOWS THAT ARE UNUSUAL BECAUSE OF THEIR NATURE, SIZE, OR INCIDENCE
There were no unusual items. 

5.
NATURE AND AMOUNT OF CHANGES IN ESTIMATES OF AMOUNTS REPORTED IN PRIOR INTERIM PERIODS OF THE CURRENT FINANCIAL YEAR, WHICH GIVE A MATERIAL EFFECT IN THE CURRENT INTERIM PERIOD


There were no material changes in estimates of amounts reported in prior interim periods of the current financial year which give a material effect in the current interim period.

6.
ISSUANCES, CANCELLATIONS, REPURCHASES, RESALE AND REPAYMENT OF DEBT AND EQUITY SECURITIES 

On 25 November 2002, 39,500,000 ordinary shares of RM1.00 each were issued pursuant to the Bonus Issue. There were no other issuances and cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and financial year to-date.

On 1 April 2003, the Group issued RM50,000,000 Murabahah Medium Term Notes (MMTN) and RM50,000,000 Murabahah Commercial Papers (MCP) out of its RM300,000,000 MCP/MMTN Programme.  There were no other  issuances or repayments of debt securities, share buy backs, share cancellation, shares held as treasury shares and resale of treasury shares for the current quarter and financial year to-date.

7.
DIVIDEND  PAID

The first and final net dividend for the financial year ended 30 June 2002 amounting to RM8,532,000 was paid on 13 January 2003.
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8.
SEGMENTAL REPORTING  

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


Quarter Ended 


30/06/03


By Activities:
Engineering, procurement, construction management and project management services

(EPCM/ PMC)
Engineering, procurement and  construction

(EPC)
Others


Total


RM’000
RM’000
RM’000
RM’000

REVENUE

Total revenue

Intersegment revenue
50,330

(1,978)
217,395

(10,596)      


3,590

0


271,315

(12,574)

External revenue
48,352
206,799
3,590
258,741

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income

Unallocated costs


14,551

                    (5,674)

(93)
25,963

          (3,948)

(2,448)
1,127

(858)

(25)
41,641

(10,480)

(2,566)

1,240

(2,156)

   

Profit from operations



27,679
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Financial  Year


To Date 
30/06/03

By Activities:
Engineering, procurement, construction management and project management services

(EPCM/ PMC)
Engineering, procurement and  construction

(EPC)
Others


Total


RM’000
RM’000
RM’000
RM’000

REVENUE

Total revenue

Intersegment revenue
150,142

(9,970)


628,714

(14,502)
32,340

(16,147)
811,196

(40,619)

External revenue
140,172
614,212
16,193
770,577

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income

Unallocated costs
22,200

(15,454)

(348)
87,570

(15,760)

(4,818)


4,664

(4,930)

(288)
114,434

(36,144)

          (5,454)

14,191

(3,911)



Profit from operations



83,116
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Quarter Ended


30/06/02


By Activities:
Engineering, procurement, construction management and project management services

(EPCM/ PMC)
Engineering, procurement and  construction

(EPC)
Others


Total


RM’000
RM’000
RM’000
RM’000

REVENUE

Total revenue

Intersegment revenue
32,950

(4,482)
190,840

(6,442)
42,880

(39,195)
266,670

(50,119)

External revenue
28,468
184,398
3,685
216,551

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income

Unallocated costs


4,732

(5,118)

(27)


28,085

(4,653)

(1,465)


16,932

(1,194)

(403)


49,749

(10,965)

(1,895)

813

(12,015)



Profit from operations



25,687
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Financial Year


To Date
30/06/02

By Activities:
Engineering, procurement, construction management and project management services

(EPCM/ PMC)
Engineering, procurement and  construction

(EPC)
Others


Total


RM’000
RM’000
RM’000
RM’000

REVENUE

Total revenue

Intersegment revenue
84,890

(11,840)
546,800

(13,642)
71,782

(57,236)
703,472

(82,718)

External revenue
73,050
533,158
14,546
620,754

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income

Unallocated costs


7,779

(13,337)

(200)


120,298

(12,420)

(4,162)


4,504

(4,845)

(888)


132,581

(30,602)

(5,250)

2,551

(14,898)



Profit from operations



84,382

Intersegment sales comprise of EPCM/PMC services to the EPC segment and rental charges to the EPCM segment on an arms-length basis.

9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The valuation of property, plant and equipment have been brought forward without any amendments from previous annual financial statements.

10.
SUBSEQUENT MATERIAL EVENTS 

There are no subsequent material events as at the date of this report.

11.
CHANGES IN THE COMPOSITION OF THE GROUP 

The changes in the composition of the Group during the financial period to date are as follows:

(i)
On 16 July 2002, the Company had announced the incorporation of a subsidiary company, Ranhill (India) Private Limited (“RIPL”) in Tamil Nadu, India for the purpose of spearheading the group’s development of the existing engineering and construction business in India.  


The principal activities of RIPL is to carry out the business of Engineering, Procurement and Construction Management (EPCM), Engineering, Procurement and Construction (EPC), Construction (C) and Build, Operate and Transfer (BOT) in the utilities, infrastructure and the oil and gas sectors. RIPL is also intended to be the holding company for all of Ranhill Berhad (“Ranhill”)’s operations and investments (if any) in India.  RIPL was incorporated in Tamil Nadu under the Indian Companies Act, 1956 (No. 1 of 1956) on 1 July 2002 with an initial authorised and issued share capital of 500,000 Rupees comprising 50,000 ordinary shares of Rupees 10.00 each.

(ii)
Pursuant to the Joint Venture Agreement dated 12 April 2001 between Ranhill Civil Sdn Bhd (“RC”) and Antara Koh Private Ltd (“AKPL”), as at 25 January 2003, the shareholding of RAK was effected to reflect the equity structure of 51% and 49% held between RC and AKPL respectively. 

12.
CONTINGENT LIABILITIES OR CONTINGENT ASSETS 

The contingent liabilities of the Group are as follows: -

Contingent Liabilities 

   







 As at 31 July 2003





      





RM’000
(a)

Performance guarantee given to: -







· third parties







78,394

· related parties






      12




Total








78,406

(b) A Parental Guarantee had been issued by the Company in favour of Malaysia LNG Tiga Sdn. Bhd. (MLNG-3) in consideration of MLNG-3 entering into a contract for the Procurement, Construction and Commissioning of Slugcatcher, Gas Metering Station, Spillover Line and associated facilities for MLNG-3 Pipelines Project with Ranhill Engineers and Constructors Sdn. Bhd. (“REC”). 

13.
CAPITAL COMMITMENTS 

Capital commitments not provided for in the financial statements as at 30 June 2003 is as follows:

Property, plant and equipment



          As at 30 June 2003 

  RM’000
Approved and contracted for 






        1,452

Approved and not contracted for






          191
Total









        1,643

14.
TAXATION


Taxation comprises the following: -

4th. Quarter


Cumulative Year




Current Year Quarter

30/06/03
Preceding Year Corresponding Quarter

30/06/02


Current Year to-date

30/06/03


Preceding Year 

to date

30/06/02



Taxation

Malaysia :

Current taxation

Underprovision 

in prior years

Share of associated companies’ taxation

Deferred taxation
RM’000

10,580

(71)      

1      

(3,527) 
RM’000

9,379

310

81

    (135)
RM’000

25,181

1,128

12

(4,563) 
RM’000

27,156

               310

              84

          (685)


6,983
9,635   
21,758
 26,865

The effective tax rate of the Group differs from the statutory tax rate of 28% and are reconciled as below: -

Numerical reconciliation between the average effective tax rate and applicable rate: -











%

Statutory income tax rate of Malaysia





28
Non –taxable income







(1)

Utilisation of current year’s losses




 
 7

Reversal of deferred tax expenses





(8)

Reversal of over provision in prior year 





  1
Average effective tax rate






27
15.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES


There was no sale of unquoted investments and/or properties in the current quarter and for the financial year to date.

16.        PURCHASE OR DISPOSAL OF QUOTED SECURITIES


 (a) There were no purchases or sales of quoted securities.




As at 30/06/03



RM’000

(b) Total investment in quoted securities as at 


30 June 2003 is as follows:-







 (i)     At cost
    
72

 (ii)    At carrying value / book value

9

 (iii) At market value at end of reporting        period

9

17. (a)
STATUS OF CORPORATE PROPOSALS 

(i) Bonus Issue

Pursuant to the announcements made by Aseambankers Malaysia Berhad ("Aseambankers") on behalf of the Board of Directors of Ranhill on 26 February 2002, 15 May 2002, 10 July 2002 and 17 September 2002 regarding the following corporate proposals:

(a) proposed bonus issue of 39,500,000 new ordinary shares of RM1.00 each to the existing shareholders of the Company to be credited as fully paid-up on the basis of one (1) new ordinary share of RM1.00 each for every two (2) existing ordinary shares of RM1.00 each held ("Proposed Bonus Issue"); and 

(b) proposed additional shareholders' mandate in respect of recurrent related party transaction of a revenue or trading nature ("Proposed Shareholders' Mandate").

The shareholders of the Company had at the Extraordinary General Meeting held on 1 October 2002 approved the resolutions in relation to the above proposals. The Bonus Issue was allotted to the shareholders on 25 November 2002 and granted listing and quotation on the Main Board of the Kuala Lumpur Stock Exchange with effect from 9.00 a.m., Wednesday, 4 December 2002.

(ii) Proposed EPE Scheme of Arrangement

Aseambankers Malaysia Berhad (“Aseambankers”) on behalf of the Board of Directors of Ranhill (“Board”) announced on 27 December 2002 that the Company had on the day entered into a Conditional Sale of Securities Agreement with TIME Engineering Berhad (“TIME”) (“TIME SSA”) for the proposed acquisition of the following for a total cash consideration of RM54.35 million:

(a) 4,000,000 ordinary shares of RM1.00 each in Powertron Resources Sdn Bhd (“PRSB”) representing 40% equity interest in the company (“PRSB Shares”);

(b) 11,600,000 nominal value of the outstanding Convertible Unsecured Loan Stocks (“CULS”) in PRSB, representing 40% of the outstanding nominal value of CULS in the company (“PRSB CULS”); and

(c) 2,940,000 ordinary shares of RM1.00 each in Penjanaan EPE-TIME Sdn Bhd (“PET”) representing 60% shareholding in the company (“PET Shares”).

Hereinafter the above are collectively referred to as the “Proposed Acquisitions”.

Ranhill had on the same day, entered into a Conditional Sale and Purchase Agreement with EPE Power Corporation Berhad (“EPE”) (“EPE SSA”) for the proposed disposals of the following to EPE for a sale consideration of RM54.35 million to be satisfied by the issuance of 54,350,000 new ordinary shares of RM1.00 each in EPE at an issue price of RM1.00 each:

(a) PRSB Shares;

(b) PRSB CULS; and

(c) PET Shares.

Hereinafter the above are collectively referred to as the “Proposed Disposals”.

Aseambankers Malaysia Berhad ("Aseambankers") on behalf the Board of Directors of Ranhill ("Board") announced on 30 April 2003 that the Company had on even date, entered into two (2) debt restructuring agreements ("DRAs") with EPE Power Corporation Berhad ("EPE"), and EPE's Lenders and a creditor respectively. Subsequently, on 29 May 2003, Aseambankers, on behalf of the Board announced that the Company had on 28 May 2003, entered into another DRA with EPE, EPE Projects Sdn. Bhd., a wholly owned subsidiary of EPE, and the remaining creditor under scheme. The DRAs stipulate the terms and conditions of the restructuring of the EPE Group's outstanding debts owed to the Creditors, which amongst others, specify that 

(i)
Proposed debt restructuring to settle the total indebtedness of the EPE Group amounting to RM106.668 million as at 31 December 2002 ("Total Scheme Indebtedness") to seven financial institutions and two trade creditors ("Proposed Debt Restructuring");

(ii)
Waiver of 50% of the Total Scheme Indebtedness of the Creditors or RM53.334 million.

(iii)
Waiver of all interest and penalty interest from 1 January 2003 up to 31 December 2003. 

(iv)
Ranhill will give an undertaking to deposit in an escrow account, monies equivalent to 50% of the Total Scheme Indebtedness or RM53.334 million ("Deposit") within two (2) Business Days (as defined in the DRAs) from the earlier of:

a) the date of the approval of the shareholders of Ranhill for the placement of Deposit; or 

b) the date of receipt by Ranhill of the approval of the Securities Commission ("SC") to utilise the bond proceeds towards the placement of the Deposit.


Provided always that Ranhill shall ensure that the Deposit is placed in the escrow account no later than 30 September 2003.

(v)
the settlement of the 50% of the Total Scheme Indebtedness shall be within two (2) Business Days following the receipt by the escrow agent of a written notice from EPE stating that the EPE SSA has been completed ("Repayment Date"). 

(vi)
EPE is to utilise the proceeds from the Proposed Rights Issue to:

a) repay Ranhill the Deposit and interest earned on the Deposit, free of any interest; and

b) settle all legal expenses incurred for the Proposed EPE Restructuring Scheme.

 (vii)
Ranhill will provide a corporate guarantee on the Repayment Date to secure the trade lines granted by the Trade Lines Lenders (as defined in Lenders' DRAs) to EPE, unless otherwise agreed by the latter.

For full details of the EPE Scheme of Arrangements and the DRAs, please refer to the Announcement made by the Company to the Kuala Lumpur Stock Exchange (“KLSE”) on 27 December 2002, 30 April 2003 and 29 May 2003 respectively.

On 23 July 2003, the Company had received the approval from the Ministry of International Trade and Industry on the Proposed Acquisition and Proposed Disposals (Proposals). Subsequently, on 8 August 2003, the Company had dispatched a notice to shareholders calling for an extraordinary general meeting scheduled on 25 August 2003 to approve the Proposals.

(iii) Partially Underwritten RM300 Million Murabahah Commercial Papers / Murabahah Medium Term Notes Programme

Arising from the significant increase in the Group’s operation in financial year ended 30 June 2002, due to substantial progress achieved in the projects undertaken, the Group has recently evaluated its current and future cashflow and funding position.

The Board of Directors of Ranhill Berhad ("Ranhill" or "the Company") announced on 27 December 2002 that the Company has submitted to the Securities Commission ("SC") an application on the Proposed Issuance of a Partially Underwritten RM300 Million Murabahah Commercial Papers / Murabahah Medium Term Notes Programme ("the MCP/MMTN Programme").


The MCP/MMPN Programme is structured into two (2) tranches as follows:-

PRIVATE
Tranche
Amount RM

Tranche I
200 Million

Tranche II
100 Million

Total
300 Million




The MCP/MMTN Programme shall be utilised for the following purposes: -


Tranche I

(a) To finance the general working capital requirements of the Company and/or its subsidiaries;

(b) To refinance bank borrowing of the Company and/or its subsidiaries; and

(c) To finance future investments to be identified by the Company and/or its subsidiaries, subject to such investments being Syariah compliant, approved by the relevant regulatory authorities (if required) and in compliance with the Negative List issued by the National Bond Market Committee and all requirements of the Controller of Foreign Exchange, Bank Negara Malaysia.

Tranche II

(a) To finance the working capital requirements of projects to be identified by the Company and/or its subsidiaries ("Specific Projects").

The Company had also received SC's approval letter dated 17 February 2003.  The Facility Agreement and other agreements related to the MCP/MMTN Programme were signed on 3 March 2003.

On 1 April 2003, the Group issued RM50,000,000 Murabahah Medium Term Notes (MMTN) and RM50,000,000 Murabahah Commercial Papers (MCP) out of its RM300,000,000 MCP/MMTN Programme.
For full details of the MCP/MMTN Programme and the conditions of the SC's approval, please refer to the Announcements made by the Company to the KLSE on 27 December 2002 and 19 February 2003 respectively. 
18.
GROUP BORROWINGS AND DEBT SECURITIES

(a) As at 30 June 2003, 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

Trust receipts

Term loan ( i )

Term loan Deferred                           
9,680

-

33,989

50,000
-

-

-

50,000


6,862

10,000

-

620
-

-

-

2,225

Turnkey Payment (ii)
3,541
60,901
-
-


97,210
110,901
17,482
2,225

Hire-purchase and

  Finance Lease
2,509
2,753
-
-

Total Borrowings
99,719
113,654
17,482
2,225

Note

(i) Included in the secured term borrowings is an amount of RM100 million of borrowings by the Group to finance the general working capital requirements of the Group and to refinance bank borrowing of the Group.  The term loan comprises the Murabahah Medium Term Notes (“MMTN”) and Murabahah Commercial Papers (‘MCP”) which is an Islamic financing facility. The Coupon rate for the facility during the current financial period is 6.25% and 3.58% respectively per annum. The MMTN matures and is repayable on 1 April 2008 and the MCP matures and is repayable on 2 January 2004. The MMTN is subject to a mandatory sinking fund requirement whereby the following are to be deposited :-

· Yr 2005
RM5million

· Yr 2006
RM10million

· Yr 2007
RM15million

· Yr 2008
RM20million
(ii) This amount represents borrowings by Ranhill Sri Gading (‘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 Receivables of RM60.901million and Current Assets of RM3.541million included under trade and other receivables in the balance sheet. The full amount borrowed by RSG for the RSG Project is on a non-recourse basis to Ranhill. 

(i) Based on the total borrowings of RM163.376million (excluding the non-recourse project finance loan and the hire-purchase and finance lease) and the shareholders’ funds of RM252.423million, the gearing ratio of the Ranhill Group stands at 0.65 times.

19.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

As at 31 July 2003, the Group does not have any financial instruments with off balance sheet risk. 
20.
MATERIAL LITIGATION 
Save as disclosed below, as at 31st July, 2003, 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.

(a) IN THE MATTER OF ARBITRATION BETWEEN EQUIVENTURES SDN BHD (CLAIMANT) AND RANHILL BERSEKUTU SDN BHD (RBSB), (1ST RESPONDENT) AND SAFEGE CONSULTING ENGINEERS (Safege), (2ND RESPONDENT)

RBSB in association with Safege Consulting Engineers ("SCE") entered into an Agreement of Consulting Services with Equiventures Sdn Bhd ("ESB") on 12 October 1992. The said agreement had set out the scope of works and responsibilities of RBSB and SCE in providing consulting services to ESB for the construction and design of the raw water pumping station.

On 28 February 2002, ESB served on RBSB and SCE a Revised Edition Points of Claim for RM30,748,629.64 for the defective design in the raw water intake structure which was purportedly inefficient and incapable of admitting sufficient raw water for the purposes of the project thus alleging breach of contractual obligations as well as professional negligence.

RBSB and SCE have since filed their respective Points of Defence - 3rd Edition. ESB's reply to the defence and defence to the counterclaim was filed on 22.07.2002. The hearing dates for the said arbitration are now scheduled for 8 September 2003 to 13 September 2003, 29 September 2003 to 4 October 2003, 27 October 2003 to 31 October 2003 and 19 November 2003 to 22 November 2003.

In a related matter, RBSB had applied to the High Court vide Originating Motion No. R1-25-121-2002 for a declaration that the Arbitrator has jurisdiction to hear on the issue of contribution and/or indemnity. The High Court ruled on 10 January 2003 that the Arbitrator has such jurisdiction. However, in his Order for Directions published on 14 February 2003 and 20 February 2003, the Arbitrator insisted on separate proceedings on the issue of contribution and/or liability. RBSB has applied to set aside the Arbitrators award vide Originating Motions No. R1-25-29-2003 which is fixed for hearing on 12 August 2003. In the meantime, SCE has also filed a Notice of Appeal to the Court of Appeal vide Appeal No. W-02-140-2003 against the decision of the High Court in granting RBSB's application vide Originating Motion No. R1-25-121- 2002.

Based on the advice given by Ranhill's solicitors dated 4 August 2003, the Directors are of the view that the quantum of losses and damages sought by ESB is grossly exaggerated and unsubstantiated. The directors, with the advice of its solicitors are also of the view that since the arbitration is still at any early stage, it is too early to determine the outcome of the case but as per solicitor's opinion, RBSB has a strong defence in that it had discharged its duty of care and/or contractual obligations (if any). 
21.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group’s turnover for the quarter under review was RM258.74 million; this is RM103.78 million higher than the turnover reported for the immediate preceding quarter 31 March 2003 of RM154.96 million.  As a result, the Group’s profit before tax for the quarter under review was also substantially higher than the immediate preceding quarter; RM27.54 million was recorded during the quarter, a RM12.36 million increase from RM15.18 million recorded in the preceding quarter.  Improvement in turnover is experienced due to substantial completion of several projects as well as the Group being able to overcome the issues on labour shortages and the unfavourable weather conditions faced in the preceding quarter.

22.
REVIEW OF PERFORMANCE 

Consistent with the higher turnover for the current quarter under review as compared to the preceding year corresponding quarter, a higher profit before tax was achieved with RM27.54 million recorded for the April to June 2003 period as compared to RM25.66 million during the April to June period 2002.

Despite the improvement in turnover experienced in the year ended 30 June 2003 as compared to the year ended 30 June 2002 (RM770.58 million as compared to RM620.75 million), a lower profit before tax was achieved.  The reduction in the gross margin is mainly due to the following:

· Increase in project cost of sales which was evident in all construction related sectors;

· Additional cost incurred in completing certain projects; and 

· Professional and related cost incurred in the issuance of the PartiallyUnderwrittenRM300 Million MCP/MMTN Programme.

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
23.
FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS 

Despite the global economic scenario and the slowdown experienced in the construction sector in the country, the Group remains optimistic of the future.  Secured contract in hand is sufficient to sustain the Group into financial year ending 30 June 2004.  The Group has received Letters of Intent for the Women and Child Hospital and Upgrading of Federal Route 5.  Upon receiving the Letters of Award for these jobs, the book order will increase to almost RM2.6 billion.  The Group is still actively pursuing construction related contracts with the Government and is confident that it is well positioned for any opportunity that arises.

In order not to be over reliant on the construction sector, the Group has moved into acquisition of asset-based company as an added strategy, through the acquisition of EPE Power Corporation Berhad.  This is to ensure sustainable earnings to the Group from assets acquired. In addition, the Group is also continuously looking for other such asset acquisitions.
24.
PROFIT FORECAST/ PROFIT GUARANTEE 

Not applicable to the Group as there is no forecast/profit guarantee.
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25.
EARNINGS PER SHARE 

4th. Quarter


Cumulative Year




Current Year Quarter

30/06/03


Preceding Year Corresponding Quarter

30/06/02


Current Year to-date

30/06/03


Preceding Year to-date

30/06/02



Net profit for the period/year (RM’000)

Weighted average number of ordinary shares in issue (‘000)

Issued as at 1 July 2002

Effect of bonus issue

Basic earnings per share (sen)
19,223

79,000

39,500

118,500

16.22
15,891

79,000

39,500

118,500

13.41
55,705

79,000

39,500

118,500

47.01
55,221

79,000

39,500

118,500

46.60

The calculation of basic earnings per share is based on the net profit attributable to ordinary shareholders divided by the weighted average number of shares in issue during the quarter and year ended 30 June 2003. The effect of the Bonus Issue has been applied retrospectively. Thereby, restating the comparative period’s basic earnings per share in compliance with MASB Standard 13 ”Earnings Per Share”.
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26.
DIVIDEND


12 months ended

30 June 2003


12 months ended

30 June 2002 


Gross dividend per share

Sen


Amount of dividend net of 28% tax

RM’000


Gross dividend per share

Sen


Amount of dividend net of 28% tax

RM’000



Final dividend in respect of the year ended 30 June 2002 paid on 13 January 2003.


10
8,532

In respect of the financial year ended 30 June 2002, a first and final gross dividend of 10 sen per share on 118,500,000 ordinary shares, less income tax was paid on 13 January, 2003.

The Directors now recommend the payment of a first and final gross dividend of 10 sen per share, less income tax at 28%, amounting to RM8,532,000 for financial year ended 30 June 2003 subject to the approval of members at the forth coming Annual general Meeting of the Company.
BY ORDER OF THE BOARD

Lau Bey Ling

Company Secretary
25 August 2003

Kuala Lumpur
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