[image: image1.png]



RANHILL BERHAD (430537-K)

INTERIM REPORT FOR THE FIRST QUARTER ENDED 30 SEPTEMBER 2004


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 Bursa Malaysia Securities Berhad (formerly known as Malaysian Securities Exchange Berhad)(“Bursa Malaysia”) Listing Requirements, and should be read in conjunction with the Ranhill Berhad Group’s (“the Group”) financial statements for the year ended 30 June 2004.

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 2004. 

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 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 

During the current quarter and the financial year to-date, the RM50 million Murabahah Commercial Papers which matured on 5 August 2004 was rolled over for a 6 months period expiring on 4 February 2005. 

There were no other issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the current quarter and the financial year to-date. 

7.
DIVIDEND  PAID

There was no dividend paid during the current quarter and financial year to-date.
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8.
SEGMENTAL REPORTING 
The segmental report of the Group for the current quarter and the financial year to-date is as follows:

	

	Quarter Ended/Financial Year To-date 30/09/04



	By Activities:


	Engineering, procurement, construction management and project management services

(EPCM/ PMC)
	Engineering, procurement and  construction

(EPC)


	Power

generation


	Transmission, 

distribution

and

services


	Manufacturing


	Others
	Eliminations


	Total



	REVENUE

External revenue

Inter segment revenue


	RM’000

44,480

7,718
	RM’000

98,861

-


	RM’000

37,416

-
	RM’000

6,142

1,109
	RM’000

19,809

1,119
	RM’000

6,414

3,112
	RM’000

-

(13,058)
	RM’000

213,122

-



	Total revenue
	52,198
	98,861
	37,416
	7,251
	20,928
	9,526
	(13,058)
	213,122
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RESULTS

Gross profit

Other operating income  

Administrative expenses

Tender and marketing

  expenses

Segment results

Unallocated income

Profit from operations
	12,111

118

(3,937)

(462)

7,830
	22,126

325

(6,483)

(72)

15,896
	7,018

543

(1,184)

(327)

6,050
	1,068

-

(707)

(27)

334


	3,791

-

(3,135)

(438)

218
	4,126

351

(5,174)

(995)

(1,692)


	(3,038)

(75)

3,113

-

-
	47,202

1,262

(17,507)

(2,321)

28,636

1,486

30,122




	

	Quarter Ended/Financial Year To-date 30/09/03



	By Activities:


	Engineering, procurement, construction management and project management services

(EPCM/ PMC)
	Engineering, procurement and  construction

(EPC)


	Power

generation


	Transmission,

distribution

and

services


	Manufacturing


	Others
	Eliminations


	Total



	REVENUE

External revenue

Inter segment revenue


	RM’000

47,782

1,856
	RM’000

126,485

-


	RM’000

-

-
	RM’000

-

-
	RM’000

-

-
	RM’000

4,079

693
	RM’000

-

(2,549)
	RM’000

178,346

-



	Total revenue
	49,638
	126,485
	-
	-
	-
	4,772
	(2,549)
	178,346

	
RESULTS

Gross profit

Other operating income  

Administrative expenses

Tender and marketing

  expenses

Segment results

Unallocated income

Profit from operations


	8,255

252

(4,057)

(96)

4,354
	19,459

470

(5,529)

(418)

13,982
	-

-

-

-

-
	-

-

-

-

-
	-

-

-

-

-
	1,597

2

(2,044)

(730)

(1,175)
	(448)

-

448

-

-
	28,863

724

(11,182)

(1,244)

17,161

112

17,273


9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

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

10.
SUBSEQUENT MATERIAL EVENTS 

Save as disclosed in Note 21 and below, there are no other subsequent material events as at the date of this report.

(a)
On 21 October 2004, Ranhill Power Berhad (“Ranhill Power”), an 80.9% owned subsidiary of Ranhill, had entered into a Conditional Sale of Securities Agreement  with Aras Setia Sdn Bhd for the proposed acquisition by Ranhill Power of the following for a total cash consideration of RM12.837 million:

(i) 778,000 ordinary shares of RM1.00 each in Ranhill Powertron Sdn Bhd (“Powertron”), representing 7.78% of the issued and paid-up share capital of Powertron; and

(ii) RM2,256,200 nominal value of Convertible Unsecured Loan Stock (“CULS”) in Powertron, representing 7.78% of the outstanding nominal value of CULS of Powertron.

Prior to the proposal, Ranhill Power owns 70% of the issued and paid-up share capital and 70% of the outstanding nominal value of CULS of Powertron. 

The proposal is subject to consent from Powertron’s lenders and approval from certain authorities.

(b)
On 9 November 2004, Ranhill Utilities Berhad (“Ranhill Utilities”), a 70% owned subsidiary of Ranhill, had entered into a Sale of Shares Agreement with Sierra Master Sdn Bhd for the proposed acquisition of 3,150,000 ordinary shares of RM1.00 each in KWI Far East Sdn Bhd (“KWI”), representing 70% of the issued and paid-up share capital of KWI for a total cash consideration of RM5,500,000.

KWI is a comprehensive water treatment plant company which builds, installs and provides services in wastewater treatment and potable water supply. 

The proposal is subject to approval from certain authorities.


(c)
On 10 November 2004, Ranhill has announced the following proposals:

(i)
Bonus issue of 398,176,544 new ordinary shares of RM1.00 each on the basis of two (2) new ordinary shares of RM1.00 each for every one (1) existing ordinary share of RM1.00 each. The proposed bonus issue is to be effected by capitalizing the unaudited share premium account of Ranhill which stands at RM583,509,522 as at 13 October 2004, upon the completion of the acquisition of Ranhill Utilities.

(ii)
Increase in authorized share capital from RM500,000,000 comprising of 500,000,000 ordinary shares of RM1.00 each to RM2,000,000,000 comprising of 2,000,000,000 ordinary shares of RM1.00 each.

The proposals are subject to the consent of the lenders and approval from shareholders and certain authorities.

11.
CHANGES IN THE COMPOSITION OF THE GROUP
There have been no significant changes in the composition of the Group in the current quarter and financial year to-date except on 28 August 2004, Ranhill Engineers & Constructors Sdn Bhd, a 100% owned subsidiary of Ranhill, has incorporated a wholly owned subsidiary, Ranhill Middle East FZE in Jebel Ali, Dubai, United Arab Emirates.

Ranhill Middle East FZE is intended to be the Group’s regional headquarters in the Middle East and the surrounding region. Its principal activities include sourcing financing, managing funds, executing projects, marketing, business development and procurement for the region.

12. CONTINGENT LIABILITIES OR CONTINGENT ASSETS

The contingent liabilities are as follows: -



 (a)

Corporate and bank guarantees of the Group are as follows:




	
	As at 31/10/04

	
	RM’000

	Bank guarantees facilities utilized by:
	

	· 
	third parties *
	       126

	· 
	related parties *
	167,955

	· 
	an unincorporated joint venture
	 182,802

	Total
	350,883


*   these are customers who awarded the contracts obtained by them to the Group, and the bank guarantees are utilized for the purpose of the said contracts

(b) 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 SAJ Holdings Sdn Bhd 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 after the practical completion of the Works. Claims, if any, must be received by RC within the period of the Guarantee.

(c) 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, a related party who awarded the said contract to the Group.

(d) A Parental Guarantee had been issued by Ranhill in favour of PetroDar Operating Company Limited for the due and complete performance by an unincorporated joint venture for the Engineering, Procurement, Construction and Commissioning of the Al-Jabalyn Central Processing Facilities, Palouge Field Production Facilities and Operation Base Camp Project for the Melut Basin Oil Development, Republic of Sudan (“Melut Basin Project”).

13.
CAPITAL COMMITMENTS 

Capital commitments not provided for in the financial statements as at 30 September 2004 is as follows:

	
	As at 30/09/04

	
	RM’000

	Property, plant and equipment
	

	· 
	Approved and contracted for 
	 459

	· 
	Approved but not contracted for
	   -

	Total
	 459


14.
REVIEW OF PERFORMANCE 

For the current quarter, the Group achieved a revenue of RM213.12 million and a profit before taxation (“PBT”) of RM23.31 million, as compared to a revenue of RM178.35 million and a PBT of RM16.96 million in the preceding year’s corresponding quarter. This represents an increase of RM34.77 million (19.49%) in revenue and RM6.35 million (37.44%) in PBT.

The higher revenue as compared to the preceding year’s corresponding quarter is mainly due to contribution from Ranhill Power, a subsidiary acquired in February 2004. 

The higher PBT is mainly due to contribution from Ranhill Power’s power generation segment, increased level of activity in EPCM segment, higher margin in EPC segment.

15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS 
The Group’s revenue for the quarter under review of RM213.12 million is RM22.73 million (11.94%) higher than the revenue reported for the immediate preceding quarter 30 June 2004 of RM190.39 million. 

The Group’s PBT for the quarter under review was higher than the immediate preceding quarter.  A PBT of RM23.31 million was recorded during the quarter, a RM3.98 million (20.59%) increase from RM19.33 million recorded in the preceding quarter. The Group’s PBT margin increased marginally from 10.15% for the immediate preceding quarter to 10.94% in the current quarter ended 30 September 2004. The increase is mainly due to the reduction in operating overheads in the EPC and manufacturing segments.

16.
FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS 

The Group remains optimistic of the future, despite uncertainties in the global economic scenario and the slowdown experienced in the construction sector in the country. Secured contracts in hand are sufficient to sustain the Group throughout the financial year ending 30 June 2005.  The Group is confident to receive Letters of Award for the construction of the Woman and Child Hospital, which will enlarge the order book to almost RM2.4 billion. In addition, the group also has recurring income from power generation. 

The Group’s business development efforts overseas has resulted in the award of two significant projects valued approximately RM1 billion. The projects are: -

(a) Engineering, Supply, Construction and Commissioning of Adhi Gas Processing Plant II (the “Adhi Project”) worth USD20.999 million, and

(b) Engineering, Procurement, Construction and Commissioning of the Melut Basin Project worth USD239 million.


The Adhi Project and the Melut Basin Project secured through competitive bidding indicates the ability of the Group in securing large-scale international EPC project. This helped the Group in broadening its EPC revenue base beyond Malaysia.

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 Ranhill Power, Ellipse Energy Jatirarangon Wahana Limited and Ranhill Utilities.  This is to ensure sustainable earnings to the Group from assets acquired.  This diversification into asset based industries in the Power, Utilities and Oil and Gas Sector will provide a stable and recurrent income over the concession life for the Group. 

With the completion of these exercises, the Group is well positioned to become a leading entity in the Malaysian utility industry, being involved in the entire spectrum of water. In addition, the Group has also become a significant player in the energy industry. The Group is continuously looking for other asset ownership acquisitions as well as pursuing overseas market to position the Group for immediate and long term growth.

17.
PROFIT FORECAST/ PROFIT GUARANTEE 

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


Taxation comprises the following: -

	
	1st Quarter


	Cumulative Period



	Taxation
	Current

 Year Quarter

30/09/04
	Preceding Year Corresponding Quarter

30/09/03


	Current Year to-date

30/09/04


	Preceding Year 

to date

30/09/03



	Malaysia taxation:

  Current taxation

Over provision

   in prior years

Share of associated

  Companies’ taxation

Deferred taxation
	RM’000

6,540

(291)

0

558
	RM’000

5,046

0

0

(1,147)
	RM’000

6,540

(291)

0

558
	RM’000

5,046

0

  0

   (1,147)

	Total
	6,807
	3,899
	6,807
	3,899


The effective taxation rates of the Group for the current quarter and current financial year to-date are higher than the statutory taxation rate prevailing in Malaysia primarily due to non-deductibility of certain expenses against tax chargeable income.
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 current 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.

(b) Total investment in quoted securities as at 30 September 2004 is as follows:

	
	
	  As at 30/09/04

	
	
	            RM’000

	Investment in quoted securities 
	
	

	
	
	

	(i)
	At cost
	    
	        72

	
	
	
	

	(ii)
	At carrying value/book value
	
	        22

	
	
	
	

	(iii)
	At market value at end of reporting period
	
	         22


21. 
STATUS OF CORPORATE PROPOSALS 

(a) 
Partial Conditional Offers to acquire up to 206,150,001 ordinary shares of RM1.00 each in Ranhill Utilities representing up to 70% equity interest in Ranhill Utilities


On 13 October 2004, Ranhill has completed the acquisition of 206,150,001 ordinary shares of Ranhill Utilities, a company incorporated in Malaysia, representing 70% of its issued and paid up share capital for a total consideration of RM639.065 million. The acquisition was satisfied by the issuance of 80,588,272 new ordinary shares of Ranhill at an issue price of RM7.93 per share. Ranhill’s share capital now stands at 199,088,272 ordinary shares of RM1.00 each.

(b)
Proposed subscription of up to 113.87 million new ordinary shares of Rs10 each representing 64% equity interest in Nagarjuna Power Corporation Limited (“Nagarjuna”) for Rs113.87 Crore (approximately RM93.37 million)

Ranhill is still undertaking a due diligence exercise of the Nagarjuna’s power project. The acquisition is also conditional on the approval of relevant authorities and shareholders of Ranhill. 
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22.
GROUP BORROWINGS AND DEBT SECURITIES
As at 30 September 2004, the Group’s borrowings are as follows:

	
	Secured
	Unsecured

	Borrowings
	Short term
	Long term
	Short term
	Long term

	
	RM’000
	RM’000
	RM’000
	RM’000

	Bank overdrafts

Bankers acceptance

Bridging loan (i)
Local bills discounted

Revolving credits 

Term loans (ii)           
	-

-

-

-

-

50,000
	-

-

-

-

-

150,000
	25,857

15,862

260,000

18,067

50,200

620
	-

-

-

-

-

1,450

	Turnkey Payment (iii)
	6,373
	53,111
	-
	-

	
	56,373
	203,111
	370,606
	1,450

	Hire-purchase and

  Finance lease
	2,424
	3,750
	-
	-

	Total Borrowings
	58,797
	206,861
	370,606
	1,450


Included in the total borrowings is a loan denominated in foreign currency as follows: -

	
	Secured
	Unsecured

	Borrowings
	Short term
	Long term
	Short term
	Long term

	
	RM’000
	RM’000
	RM’000
	RM’000

	USD       
	-
	-
	38,000
	-


Note

(i) The bridging loan is to be refinanced with either a fixed rate bond or a fixed rate term loan to be issued by a subsidiary company. The bridging loan which matured in August 2003 was extended to 26 February 2005. The full amount borrowed is on a non-recourse basis to Ranhill.

(ii) The maturity dates and profit rates of the secured term loans, which form part of the RM300,000,000 MMTN/MCP Programme are as follows:

	
	Draw down Date
	Maturity

Date
	Profit Rate p.a.

	MMTN – RM50m
	01 Apr 2003
	01 Apr 2008
	6.38%

	MMTN – RM40m
	29 Dec 2003
	29 Dec 2009
	6.90% 

	MMTN – RM10m
	29 Jan 2004
	29 Jan 2010
	6.90%

	MCP – RM50m
	05 Aug 2004 
	04 Feb 2005
	3.55%

	MMTN – RM50m
	18 Mar 2004
	18 Mar 2010
	6.70% 


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

	Financial year ending 30 June
	RM’ million

	2005
	5

	2006
	10

	2007
	30

	2008
	40

	2009
	25

	2010
	40

	Total
	150


(iii) This amount represents borrowings by Ranhill Sri Gading Sdn Bhd (“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 RM53.11 million and Current Assets of RM6.37 million 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 RM318.23 million (excluding the non-recourse project finance loans) and the shareholders’ funds of RM313.35 million, the gearing ratio of the Group stands at 1.02 times.

23. FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK 

As at 31October 2004, the Group does not have any financial instruments with off balance sheet risk. 

24. MATERIAL LITIGATION 
As at 31 October 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. 

(a) In the matter of legal proceeding and an arbitration between Equiventures Sdn Bhd (“ESB”) (Claimant) and Ranhill Bersekutu Sdn Bhd (“RBSB”), (1st Respondant) and Safege Consulting Engineers (“Safege”), (2nd Respondent) 

On 1 March 2001, RBSB in association with Safege received a Points of Claim from ESB for a sum of approximately RM30.8 million for the design of the raw water intake pumping station of the Johor Bahru Water Supply Privatisation Project. RBSB had on 18 September 2002 filed a Notice of Contribution for the determination by the Arbitrator on the issue of contribution and/or indemnity from Safege. The High Court ruled on 10 January 2003 that the Arbitrator has such jurisdiction. Safege has appealed to the Court of Appeal and on 12 August 2004, the Court of Appeal has delivered its judgment in Safege’s favour whereby the appeal was allowed with costs. RBSB is now appealing to the Federal Court against the Court of Appeal’s decision.

Meanwhile in the arbitration proceedings that had commenced, the Arbitrator had directed RBSB and Safege to file their respective written submissions within six weeks from the date of receipt of the full set of transcripts of the hearing. The date due for submission would be 30 November 2004. Upon the expiration of the said six weeks, ESB shall then file its written submissions in reply within a period of six weeks from the receipt of RBSB and Safege’s written submissions. 

RBSB’s solicitors are of the view that RBSB has a strong defence in the case.

(b) In the matter of legal proceeding between Mazlan Bin Aliman, Suhaizan Bin Kaiat & Salahuddin Bin Ayub (Plaintiffs) and Menteri Besar of Johor (1st Defendant) and SAJ Holdings Sdn Bhd (“SAJH”) (2nd Defendant)

On 8 September 2003, SAJH, Ranhill Utilities’ 100% owned subsidiary, was served with an Originating Summon dated 3 September 2003 as co-defendant, by the Plaintiffs. The Plaintiffs’ claims among others a declaration that the water tariff increase effective from 1 July 2003 as published in the Government Gazette dated 5 June 2003 is unlawful, void, unconstitutional and has no effect.

SAJH has filed a Conditional Appearance on the Plaintiffs’ suit on 13 September 2003. SAJH has subsequently filed an application to strike out the Plaintiffs’ Originating Summons on the grounds, inter alia, that the claim is frivolous, vexatious or an abuse of the process of the Court. The 2nd Defendant has also filed an application to strike-out the Originating Summons on 15 April 2004. SAJH’s affidavit in support has been filed and served to the Plaintiffs and the 2nd Defendant on 17 August 2004.

The matter was originally fixed for mention on 15 September 2004 pending the extraction of the 2nd Defendant’s application. However, the matter has been fixed for hearing on that date. At the hearing, both the SAJH and the 2nd Defendant have filed a full written submission and on the application of the Plaintiffs, the Court then directed that the Plaintiffs filed and served their Submission in Reply by 29 September 2004. Consequently, SAJH and the 2nd Defendant have filed and served their full written submission on 13 October 2004. The Court has fixed 29 November 2004 for clarification.

SAJH’s solicitors are of the view that SAJH has a strong defence in the case.

25. DIVIDEND 

The Board has recommended the payment of a first and final gross dividend of 10 sen per share, less income tax at 28%, amounting to RM14,334,356 for financial year ended 30 June 2004 subject to the approval of members at the forthcoming Annual General Meeting of the Company on 30 November 2004. The dividend will be paid on 29 December 2004 to Depositors registered in the Record of Depositors at the close of business on 15 December 2004.

A Depositor shall qualify for entitlement only in respect of:

(a) Shares transferred to the Depositor’s Securities Account before 4.00p.m. on 15 December 2004 in respect of ordinary transfers;

(b) Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

These financial statements do not reflect the first and final gross dividend for financial year ended 30 June 2004, which has yet to be paid by the Company 
The Board does not recommend any interim dividend for the financial year to-date ended 30 September 2004.

26.
EARNINGS PER SHARE 

	
	1st Quarter
	Cumulative Period

	Earnings per share
	Current Year Quarter

30/09/04
	Preceding Year Corresponding Quarter

30/09/03
	Current Year to-date

30/09/04
	Preceding Year to-date

30/09/03

	Net profit for the

  period/year (RM’000)

Weighted average

  Number of ordinary

  shares in issue (‘000)

Basic earnings per share

  (sen)
	   12,651

118,500

  10.68
	  11,247

118,500

  9.49
	  12,651

118,500

  10.68
	  11,247

118,500

  9.49


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
29 November 2004

Kuala Lumpur
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