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                        ranhill berhad (430537-K)



                Quarterly Unaudited report for the six months ended 31 December 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 Malaysian Securities Exchange Berhad (“MSEB”) Listing Requirements, and should be read in conjunction with the Ranhill Berhad Group’s (“Ranhill Group”) financial statements for the year ended 30 June 2003.

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 2003.

On 29 December 2003, as disclosed on Note 11 (b), Ranhill Berhad (“Ranhill) acquired  investments in the following companies from Time Engineering Berhad:

· 40% equity and convertible unsecured loan stock (“CULS”) in Powertron Resources Sdn Bhd (“PRSB”); and 

· 60% equity in Penjanaan EPE-Time Sdn Bhd (“PET”) 

As at 31 December 2003, PET and PRSB have been accounted for as associated companies in the Ranhill Group’s financial statements as a result of not being able to exercise effective control over the financial and operating policies of these companies at this time.

2.
QUALIFICATION OF  PRECEDING ANNUAL FINANCIAL STATEMENTS

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

3.
SEASONALITY OR CYCLICALITY OF INTERIM OPERATIONS

The business operations of Ranhill 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 29 December 2003, the Ranhill Group issued additional RM40,000,000 Murabahah Medium Term Notes (MMTN) and RM10,000,000 Murabahah Commercial Papers (MCP) out of its RM300,000,000 MCP/MMTN Programme. This issuance was effected to fund the acquisition of PET and PRSB. 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.

7.
DIVIDEND  PAID

The first and final net dividend for the financial year ended 30 June 2003 amounting to RM8,532,000 was paid on 21 November 2003.
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8.
SEGMENTAL REPORTING  

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


Quarter Ended 31/12/03



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
49,026

(2,160)
132,692

(4,032)
6,378

(435)
188,096

(6,627)

External revenue
46,866
128,660
5,943
181,469

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income


6,664

(3,987)

(95)


22,561

(5,768)

(990)
1,649

(1,493)

(314)
30,874

(11,248)

(1,399)

           332



Profit from operations



18,559
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Financial Period To Date  

31/12/03



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
98,667

(4,020)
264,298

(9,152)
11,151

(1,129)
374,116

(14,301)

External revenue
94,647
255,146
10,022
359,815

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income


13,062

(7,596)

(191)
44,122

(11,296)

(1,408)
2,552

(3,538)

(1,044)


59,736

(22,430)

(2,643)

1,168



Profit from operations



35,831
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Quarter Ended 31/12/02



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
35,768

(3,001)
162,168

-
20,070

(15,786)
218,006

(18,787)

External revenue
32,767
162,168
4,284
199,219

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income


3,928

(3,746)

(91)
25,921

(3,192)

(610)


1,801

(1,478)

(145)
31,650

(8,416)

(846)

1,040



Profit from operations



23,428
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Financial Period To Date  

31/12/02



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
65,826

(6,027)
289,430

     -    
23,885

(16,235)
379,141

(22,262)

External revenue
59,799
289,430
7,650
356,879

RESULTS

Segment results (external)

Administrative Expenses

Tender and Marketing Expenses

Unallocated income


5,020

(6,743)

(167)


47,596

(7,776)

(741)


2,847

(2,546)

(299)
55,463

(17,065)

(1,207)

2,717



Profit from operations



39,908



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

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The valuation of property, plant and equipment have been brought forward without any amendments from annual financial statements of 30 June 2002.

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:-

(a) On 17 December 2003, the Company had acquired a dormant shelf company, namely, Jurus Global Sdn Bhd (Company No. 635376-A). Jurus Global Sdn Bhd (“JGSB”) was incorporated in Malaysia under the Companies Act, 1965 on 22 November 2003 and is currently dormant with an initial authorised share capital of RM100,000/- divided into 100,000 ordinary shares of RM1/- each and a paid-up share capital of RM2/- divided into 2 ordinary shares of RM1/- each. 

The intended principal activities of JGSB is to undertake energy and energy related works and services. JGSB, which was subsequently renamed Ranhill Energy Sdn Bhd on 19 December 2003, is also intended to be the immediate holding company for the Energy Division of Ranhill Group in line with the Group’s proposed business diversification into more asset-based industries. 

(b) On 29 December 2003, Ranhill acquired from Time Engineering Berhad, investments in the following companies: -

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

ii. 11,600,000 nominal value of the outstanding convertible unsecured loan stocks (CULS) in PRSB, representing 40% of the outstanding ten (10) years CULS in PRSB; and

iii. 2,940,000 ordinary shares of RM1.00 each in Penjanaan EPE-TIME Sdn Bhd (PET) representing 60% shareholding in PET.

These investments will be transferred to EPE Power Corporation Berhad (“EPE”) after the completion of EPE’s capital reduction exercise, (Proposed Disposal) which will be satisfied by the issuance of 54,350,000 new ordinary shares of RM1.00 each in EPE to Ranhill at an issue price of RM1.00 per share. As a result, EPE will become a subsidiary of Ranhill.

12.
CONTINGENT LIABILITIES OR CONTINGENT ASSETS

The contingent liabilities of the Ranhill Group are as follows: -



Contingent Liabilities 

 As at 31 Jan 2004




      





RM’000
(a)

Performance guarantees given to: -







· third parties






78,578

· [image: image2.png]


related parties


      


12,455      




Total







91,033


     

(b) A Parental Guarantee had been issued by Ranhill 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”). 

(c) A Corporate Guarantee as Design Guarantee of up to RM31,300,000, dated 22 July 2003, issued by Ranhill Civil Sdn. Bhd. (“RC”) in favour of Ranhill Corporation Sdn Bhd for the SAJH Programme of works project. This Guarantee shall be irrevocable and shall remain in force for a period of five years from 1 December 2001 until 30 November 2006 respectively after the practical completion of the Works. Claim, if any, must be received by RC within the period of the Guarantee.

(d) A Performance Guarantee had been issued by Ranhill in favour of ExxonMobil Production Malaysia Inc. (“ExxonMobil”) in consideration of ExxonMobil entering into a contract for the provision of Design and Engineering Services (2003 – 2008) with Perunding Ranhill Worley Sdn Bhd (“PRW”).

13.
CAPITAL COMMITMENTS 

Capital commitments not provided for in the financial statements as at 31 December 2003 is as follows:

Property, plant and equipment



             As at 31 Dec 2003 

  RM’000
Approved and contracted for 






       2,104

Approved and not contracted for






          490
Total









        2,594

14.
REVIEW OF PERFORMANCE 

For the current quarter, the Ranhill Group achieved a revenue of RM181.47 million and a profit before taxation of RM17.84 million, as compared to a revenue of RM199.22 million and a profit before taxation of RM23.03 million in the preceding year’s corresponding quarter. This represents reduction of RM17.75 million (8.91%) in revenue and reduction of RM5.19 million (22.54%) in profit before taxation.

This gave a PBT margin of 9.8% for the current quarter as compared to 11.6% for the preceding year corresponding quarter.

15. COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Ranhill Group’s turnover for the quarter under review of RM181.47 million is RM3.12 million higher than the turnover reported for the immediate preceding quarter 30 September 2003 of RM178.35 million.  The Ranhill Group’s profit before taxation for the quarter under review was also higher than the immediate preceding quarter.  A total of RM17.84 million was recorded during the quarter, a RM0.88 million increase from RM16.96 million recorded in the preceding quarter. The Ranhill Group’s profit before taxation margin increased from 9.5% for the immediate preceding quarter to 9.8% in the current quarter ended 31 December 2003.

16. FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS 

Despite uncertainties in the global economic scenario and the slowdown experienced in the construction sector in the country, the Ranhill Group remains optimistic of the future.  Secured contracts in hand are sufficient to sustain the Ranhill Group throughout the financial year ending 30 June 2004.  The Ranhill Group has received Letters of Intent for the construction of the Woman and Child Hospital and Upgrading of Federal Route 5 projects  which, upon their award, will enlarge the order book to almost RM2.6 billion. The Ranhill Group is still actively pursuing construction related contracts from the Government. Ranhill Group is confident that it is well positioned to secure more works despite the slowdown in the construction sector.  In line with the Ranhill Group’s objective of international expansion, the Ranhill Group has recently received a Letter of Intent from the Ministry of Energy and Natural Resources, Republic of Turkey, for a Water Project in Bodrum Peninsular. Negotiation on the said project is ongoing. In addition, on 21 January 2004, the government of Papua New Guinea (“PNG”) invited Ranhill to participate in the development of the Oil & Gas industry in PNG. Ranhill is currently evaluating these opportunities.

In order to broaden its revenue base and not to be over reliant on the construction sector, the Group has moved into the acquisition of asset-based companies as an added strategy, through the acquisition of EPE Power Corporation Berhad and Ranhill Utilities Berhad (“RUB”).  This is to ensure sustainable earnings to the Ranhill Group from assets acquired.  This diversification into asset based industries will provide a stable and recurrent income over the concession life for the Ranhill Group. 

In addition, as part of the diversification exercise, the Ranhill Group on 4 November 2003 announced that it had served the Notice to the Board of Directors of RUB for a Voluntary Partial Conditional General Offer to acquire up to 206,150,000 ordinary shares of RM1.00 each in RUB, representing up to 70% of the total issued and paid-up share capital of RUB.(Please refer to note 21(i))

Upon completion of these exercises, the Ranhill Group will be well positioned to become a leading  entity in the Malaysian utility industry, being involved in the entire spectrum of water and power operations from engineering, procurement, construction to operations and maintenance as well as asset ownership. The Ranhill Group is continuously looking for other such asset acquisitions.

17.
PROFIT FORECAST/ PROFIT GUARANTEE 

Not applicable to the Ranhill Group as there is no forecast/profit guarantee.
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18.
TAXATION


Taxation comprises the following: -


2nd Quarter


Cumulative Period




Current Year Quarter

31/12/03
Preceding Year Corresponding Quarter

31/12/02


Current Year to-date

31/12/03


Preceding Year 

to date

31/12/02



Taxation

Malaysia :

Current taxation

Underprovision 

in prior years

Share of associated companies’ taxation

Deferred taxation
RM’000

5,226

0

0

(706)
RM’000

6,052

0

1

328
RM’000

10,272

0

0

(1,853)
RM’000

10,272

(24)

11

   330


4,520
6,381
8,419
10,589

The effective taxation rate of the Ranhill Group for the current quarter and financial year to date is lower than the statutory taxation rate prevailing in Malaysia. This is primarily due to the effect of the utilisation of taxation incentive for exported services.

19.
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.
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20.        PURCHASE OR DISPOSAL OF QUOTED SECURITIES


 (a) There were no purchases or sales of quoted securities for the current quarter and financial year to-date.




As at 31/12/03



RM’000

(b) Total investment in quoted securities as at 


31 December 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

21. 
STATUS OF CORPORATE PROPOSALS

(i) Voluntary Partial Conditional General Offer to acquire up to 206,150,000 ordinary shares of RM1.00 each in Ranhill Utilities Berhad (‘RUB”)

Subsequent to the announcement by Aseambankers Malaysia Berhad (“Aseambankers”) on behalf of Ranhill on the Proposed Voluntary Partial Conditional General Offer (PCGO) on 4 November 2003, a submission was made to the relevant authorities on 26 December 2003. 

The Proposed Voluntary PCGO is to acquire up to 206,150,000 ordinary shares of RM1.00 each in RUB, representing up to 70% of the total issued and paid-up share capital of RUB at an offer price of RM3.10 per offer share, to be satisfied by way of issuance of approximately 0.391 new ordinary shares of RM1.00 each in Ranhill at an issue price of RM7.93 per new Ranhill share for every one (1) RUB share acquired. The Proposed Voluntary PCGO is subject to Ranhill acquiring not less than 150,195,001 ordinary shares of RM1.00 each, representing up to 51% of the total issued and paid-up share capital of RUB.

    The Proposed Voluntary PCGO is expected to be completed by end of June 2004.

(ii) Proposed EPE Scheme of Arrangement

Subsequent to approval from the shareholders during the Extraordinary General Meeting on 25 August 2003, the acquisition of the following companies from Time Engineering Berhad had been completed on 29 December 2003: - 

(a) 4,000,000 ordinary shares of RM1.00 each in PRSB representing 40% equity interest in PRSB;

(b) 11,600,000 nominal value of the outstanding CULS in PRSB, representing 40% of the outstanding ten (10) years CULS in PRSB; and

(c) 2,940,000 ordinary shares of RM1.00 each in PET representing 60% shareholding in PET.


(the above is referred to as “Acquisition of New Assets”)

Upon completion of EPE Power Corporation Berhad (“EPE)’s capital reduction exercise, Ranhill will dispose the newly acquired assets to EPE.  The Proposed Disposals will 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 per share.

The Acquisitions of New Assets and Proposed Disposals are both an integral part to EPE’s corporate and debt restructuring scheme. Also, as part of EPE’s restructuring scheme, EPE will embark on a rights issue exercise of which Ranhill had given an undertaking to subscribe its entitlement in full. After EPE’s right issue exercise, the Company will hold 90.06% to 94.77% of the equity in EPE depending on the subscription level of EPE’s right issue.

The whole EPE’s corporate exercise is expected to be completed by end of March 2004.

22.
GROUP BORROWINGS AND DEBT SECURITIES
(a) As at 31 December 2003, the Group’s borrowings are as follows:-


Secured
Unsecured


Short term
Long term
Short term
Long term


RM’000
RM’000

Bank overdraft

Revolving Credit (i)

Local bills discounted

Trust receipts

Term loan (ii)

Term loan Deferred                           
1,656

-

-

19,121

60,000

-
-

-

-

-

90,000

-
9,251

53,400

11,998

-

620

-
-

-

-

-

1,915

-

Turnkey Payment (iii)
4,957
58,068
-
-


85,734
148,068
75,269
1,915

Hire-purchase and

  Finance Lease
2,560
2,971
-
-

Total Borrowings
88,294
151,039
75,269
1,915

Note

(i) This amount represents the temporary revolving credit facility obtained to finance the deposit to be made pursuant to the Debt Restructuring Agreement under the Proposed EPE Scheme of Arrangement.  

(ii) 
Included in the secured term borrowings is an amount of RM150 million of borrowings by the Group to finance the general working capital requirements of the Group, to refinance bank borrowing of the Group and to part-finance the acquisition of PRSB and PET by the Company.  The term loan comprises the Murabahah Medium Term Notes (“MMTN”) and Murabahah Commercial Papers (‘MCP”) which is an Islamic financing facility as follows: -


Draw down Date
Maturity

Date
Profit Rate p.a.

MCP – RM50m
01 Apr 2003 
01 Jan 2004
3.55%

MCP – RM10m
29 Dec 2003
29 Jan 2004
3.30%

MMTN – RM50m
01 Apr 2003
01 Apr 2008
6.38%

MMTN – RM40m
29 Dec 2003
29 Dec 2009
6.90% 

The MMTN is subject to a mandatory sinking fund requirement whereby the following are to be deposited :-

Calendar Year
RM’ million

2005
9

2006
18

2007
27

2008
36

Total
90

(iii) 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 RM58.068million and Current Assets of RM4.957million 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.

Based on the total borrowings of RM247.96million (excluding the non-recourse project finance loan and the hire-purchase and finance lease) and the shareholders’ funds of RM266.39million, the gearing ratio of the Ranhill Group stands at 0.93 times.

23. FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK 

As at 31 January 2004, the Group does not have any financial instruments with off balance sheet risk. 
24. MATERIAL LITIGATION 

As at 31st January 2004, save as disclosed below and to the best knowledge of the Board of Ranhill, neither Ranhill nor its subsidiaries are engaged in any material litigation, claims or arbitration (either as plaintiff or defendant or otherwise in any legal action, proceeding or arbitration or is being prosecuted for any criminal offence) and the Board of Ranhill have no knowledge 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 the business of Ranhill or its subsidiaries. 

IN THE MATTER OF ARBITRATION BETWEEN EQUIVENTURES SDN BHD. (CLAIMANT) AND RANHILL BERSEKUTU SDN. BHD. (RBSB), (1st RESPONDANT) AND SAFEGE CONSULTING ENGINEERS (Safege) , (2nd RESPONDANT).

(a)
On 8 October, the Judge had reserved his decision and had fixed 31 October 2003 as the hearing date of his decision. On the said date, RBSB’s application was dismissed with cost. However, RBSB filed a Notice of Appeal against the High Court Judge’s decision and sought leave from the Court of Appeal. As at this point of time i.e. period under review, no date has yet been fixed by the said Court.

The Directors are of the view that the quantum of losses and damages claimed are grossly exaggerated and unsubstantiated. In any event, the Directors, on the advice of the solicitors, are of the view that RBSB has a strong defence in the case.

25. DIVIDEND 


6 months ended

31 December 2003
6 months ended

31 December 2002 


Gross dividend per share

Sen


Amount of dividend net of 28% taxation

RM’000


Gross dividend per share

Sen


Amount of dividend net of 28% taxation

RM’000



Final dividend approved by shareholders in respect of the year ended 30 June 2003, paid on 21 November 2003 (2002: paid on 13 January 2003)


10
8,532
10
8,532

The Board does not recommend any interim dividend for the financial quarter ended 31 December 2003.
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26.
EARNINGS PER SHARE 


2nd Quarter


Cumulative Period




Current Year Quarter

31/12/03


Preceding Year Corresponding Quarter

31/12/02


Current Year to-date

31/12/03


Preceding Year to-date

31/12/02



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

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

Basic earnings per share (sen)
11,274

118,500

9.51
15,084

118,500

12.73
22,521

118,500

19.00
26,230

118,500

22.14

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 financial year-to date. 

BY ORDER OF THE BOARD

Lau Bey Ling

Company Secretary
24 February 2004

Kuala Lumpur
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