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RANHILL BERHAD (430537-K)

INTERIM REPORT FOR THE THIRD QUARTER ENDED 31 MARCH 2006


EXPLANATORY NOTES 
1.
ACCOUNTING POLICIES 


The quarterly financial statements have been prepared in accordance with Financial Reporting Standards (“FRS”) 134 - Interim Financial Reporting and Appendix 9B of the Bursa Malaysia Securities Berhad (“Bursa Securities”) Listing Requirements, and should be read in conjunction with the Ranhill Berhad Group’s (“the Group”) financial statements for the year ended 30 June 2005.

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 2005. 

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 

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

The first and final net dividend for the financial year ended 30 June 2005 amounting to RM6,450,460 was paid on 13 December 2005.
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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 31/03/06



By Activities:
EPC & EPCM/PMC
Power generation, transmission, 

and distribution
Manufacturing
Water
Others
Eliminations
Total

REVENUE

External sales

Intersegment sales


RM’000

           162,029

            69,571


RM’000

40,585

107


RM’000

25,775


RM’000

137,804

2,115
RM’000

2,547

2,183
RM’000

-

(73,976)
RM’000

             368,740

-



Total revenue
          231,600
40,692
25,775
139,919
4,730
(73,976)
             368,740
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Segment results

Unallocated income

Profit from operations
(4,432)
5,901
2,255
85,047


(5,063)
(2,214)
81,494

1,587

83,081




EPC & EPCM/PMC – Engineering, procurement, construction, construction management services and project management services.



Financial Year To-date 31/03/06



By Activities:
EPC & EPCM/PMC
Power generation, transmission, 

and distribution
Manufacturing
Water
Others
Eliminations
Total

REVENUE

External sales

Intersegment sales


RM’000

475,198

122,667


RM’000

125,805

224


RM’000

75,512

424
RM’000

401,457

12,069
RM’000

15,662

6,433
RM’000

-

(141,817)
RM’000

1,093,634

-



Total revenue
597,865
126,029
75,936
413,526
22,095
(141,817)
1,093,634
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Segment results

Unallocated income

Profit from operations
13,404
22,305
(1,626)
198,400


(14,373)
(3,739)
214,371

9,970

224,341




EPC & EPCM/PMC – Engineering, procurement, construction, construction management services and project management services.



Quarter Ended 31/03/05



By Activities:
EPC & EPCM/PMC
Power generation, transmission, 

and distribution
Manufacturing
Water
Others
Eliminations
Total

REVENUE

External sales

Intersegment sales


RM’000

226,429

-
RM’000

42,503

-


RM’000

16,669

1,859
RM’000

122,972

-
RM’000

6,131

5,270
RM’000

-

(7,129)
RM’000

414,704

-



Total revenue
226,429
42,503
18,528
122,972
11,401
(7,129)
414,704
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Segment results

Unallocated income

Profit from operations
(6,877)
6,489
(5,062)
51,280


(5,541)
-
40,289

4,055

44,344




EPC & EPCM/PMC – Engineering, procurement, construction, construction management services and project management services.



Financial Year To-date 31/03/05



By Activities:
EPC & EPCM/PMC
Power generation, transmission, 

and distribution
Manufacturing
Water
Others
Eliminations
Total

REVENUE

External sales

Intersegment sales


RM’000

520,067

-
RM’000

129,577


RM’000

60,627

6,407
RM’000

226,246

-
RM’000

19,101

12,924
RM’000

-

(19,331)
RM’000

955,618

-



Total revenue
520,067
129,577
67,034
226,246
32,025
(19,331)
955,618
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Segment results

Unallocated income

Profit from operations
27,392
19,725
(7,607)
83,501


(10,514)
-
112,497

8,718

121,215




EPC & EPCM/PMC – Engineering, procurement, construction, construction management services and project management services.

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 

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

(a)
Ranhill’s wholly-owned subsidiary, Ranhill Energy Sdn Bhd, had on 15 February 2006 acquired 1 ordinary share of SGD1.00 each, representing 100% controlling interest in West Java Energy Pte Ltd, (“WJE”), Singapore, for a total consideration of SGD1.00. Bumi Parahyangan Ranhill Energia Citarum Pte Ltd, a 60% owned subsidiary of WJE, has principal activities in oil and gas exploration and the acquisition of WJE is in line with Ranhill Group’s focus in the oil and gas property investment.

(b)
Ranhill’s wholly-owned subsidiary, Ranhill Energy Sdn Bhd, had on 15 February 2006 acquired an 80% equity interest in Ranhill Jambi Inc, Holdings Pte Ltd (“RJIH”) Singapore through an acquisition of n ordinary share of SGD1.00 and subscription of 7 ordinary shares of SGD1.00 each. Ranhill Jambi Inc Pte Ltd (“RJI”), a wholly owned subsidiary of RJIH, has principal activities in oil and gas property investment.

(c)  Ranhill’s wholly-owned subsidiary, Ranhill Engineers and Constructors Sdn Bhd, had on 17 January 2006 acquired a 100% equity interest in Ranhill Pakistan (Private) Ltd (“RPPL”) for a consideration of Pakistan Rupee 400.00. RPPL’s principal activity is engineering, procurement and construction and RPPL is expected to facilitate Ranhill Group’s operating businesses and projects in Pakistan.

(d) On 9 January 2006 RESB entered into an agreement with Phil-Mal Petroenergy Corp (“PMPC”) to jointly explore for oil and gas in the Southern Cebu Basin. RESB has a participating interest of 90% while PMPC has 10%. The Southern Cebu Basin service contract, entered into between PMPC and The Department of Energy of The Republic of Philippines Government on 1 March 2005, is for a period of 35 years for the exploration and development of oil and gas. The service contract covers an area of 265,000 hectares and is located partly onshore in Cebu Island and partly offshore in the Tenon and Cebu Straits of Philippines. On 9 January 2006, pursuant to the agreement, RESB and PMPC entered into a deed of assignment to assign, transfer and convey to RESB the 90% participating interest in PMPC’s legal rights, interest, benefits, duties, privileges and obligations in and under the said service contract. 

(e)
On 9 January 2006, RB entered into a joint venture and shareholders agreement with   Amona Consolidated Holdings Sdn Bhd regulating the relationship between them as shareholders of a joint venture company, AACC, upon the completion of the SPSA, and making provision for the management and operations of AACC and the conduct of the affairs of AACC. AACC was awarded by the Libyan Government through a preliminary letter of award dated 1 December 2005 for the design, construction and handover of 10,000 to 20,000 units of residential apartments and consultancy services for the master-planning and design for the facilities, buildings, common and local infrastructure works and services for a contract site to be situated in the municipality of Tajura, Libya, which is valued at RM3.5 billion.



(f)
On 9 January 2006, RB entered into a share purchase and subscription agreement (“SPSA”) with Amona Arabia Engineering Consultancy Sdn Bhd (“AAEC”) and Amona Africa Construction Consortium Sdn Bhd (formerly known as Amona Arabia Construction Consortium Sdn Bhd) (“AACC”) for the acquisition by RB of 28,800 ordinary shares of RM1 each representing 60% of the issued share capital of AACC from AAEC for a total cash consideration of RM3.8 million. Pursuant to this agreement, RB will also subscribe for 1 new ordinary share of RM1 in the share capital of AACC for a total sum of the par value of the new share and a share premium of RM15.2 million.

(g)      On 30 December 2005, the Company announced the signing of a Water Supply Agreement ("WSA") with the State Government of Johor ("SGJ"), Syarikat Air Johor Sdn Bhd ("SAJSB"), SAJ Holdings Sdn Bhd ("SAJH") and Johor Special Water Sdn Bhd ("JSW"). Under the WSA and LA, JSW shall purchase from SGJ and SAJSB such quantity of treated water that they are obligated to purchase from Equiventures Sdn Bhd and Southern Water Corporation. In turn, JSW shall supply the entire quantity of treated water that it purchases as aforesaid on a back to back basis to SAJH.

11.
CHANGES IN THE COMPOSITION OF THE GROUP
Except as disclosed below, there have been no significant changes in the composition of the Group in the current quarter and financial year to-date:

(a)
The company wishes to announce that it had on 28 April 2006, incorporated a wholly-owned subsidiary, Ranhill (L) Limited, in Labuan, Malaysia, under the Offshore Companies Act 1990. 

The issued and paid-up share capital of Ranhill (L) Limited is United States of America Dollars ("USD") 1, comprising 1 share of USD1.00 per share. The entire issued and paid-up share capital is held by the Company. 

(b) On 10 October 2005, the Company acquired 6,595,000 ordinary shares of RM1.00 each representing 5.46% equity interest in Ranhill Power Berhad for a total cash consideration of RM 7,914,000.00

(c)
On 21 September 2005, Ranhill Power acquired 100 ordinary shares of USD1.00                                                        each in Nobel representing the entire equity interest in Nobel for a cash consideration of USD8,000 (approximately RM30,276). With the completion of the acquisition, Nobel became a wholly-owned subsidiary of Ranhill Power.

(d)
On 15 September 2005, Laraib Energy Limited (“Laraib”) became a 25.4% associate of Ranhill Power upon the conversion of Ranhill Power’s refundable deposit with Laraib of USD1.58 million into 7,125,933 ordinary shares of Pakistan Rupee (“PKR”) 10 each as fully paid-up and issued shares capital in Laraib pursuant to the Subscription Agreement entered into with Nobel Infrastructure Development Holdings Limited (“Nobel”), Continental Energy Limited (“CEL”), Coate & Co. (Private) Limited, Asghar Ali & Co, Laraib and several other individuals on 9 May 2005. 

On 30 December 2005, an additional USD3.06m representing 24.6% of the equity in “Laraib” was paid. Upon finalisation of the terms of agreement, Laraib will become a 51% owned subsidiary of Ranhill Power.

(e) On 14 September 2005, Ranhill Power Berhad (“Ranhill Power”) acquired additional 222,000 ordinary shares of RM1.00 each in Ranhill Powertron Sdn Bhd (“Powertron”) and RM643,800 nominal value of CULS respectively, representing 2.22% of the Powertron shares and Powertron CULS for a total consideration of RM4,440,000.  Following the acquisition, Ranhill Power holds 80% of the issued and paid up capital of Powertron.

(f)
On 8 September 2005, Ranhill KWI Sdn Bhd (“RKWI”), a 70% owned subsidiary company of Ranhill Utilities Berhad (“Ranhill Utilities”) established a subsidiary company in Bangkok, Thailand namely AnuRAK Water Treatment Facilities Co. Ltd. (“AnuRAK”).


The registered capital of AnuRAK is 71,000,000 Baht (RM7,659,000) comprising 710,000 shares of 100 Baht per share of which RKWI holds 100% of the shares.


AnuRAK is a special purpose vehicle created to undertake the concession for the Amata Industrial Park Intergrated Water Projects and to render services for production of potable water for domestic and industrial use and waste water treatment.

(g)
On 14 June 2005, Ranhill Energy Sdn Bhd, a wholly-owned subsidiary of the Company, began the process of incorporating a 60% owned subsidiary company, PT Bumi Parahyangan Ranhill Energia Citarum in Indonesia, with two joint-venture partners, Mitra Energia Ltd and PT. Bumi Parahyangan Energi for the purpose of bidding for and carrying out the exploration, development and production of petroleum from a 4,440sqkm block located in West Java Province, Indonesia. The incorporation process was substantially completed on 12 August 2005.
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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 31/03/06


RM’000

Bank guarantees facilities utilised by:


· 
third parties *
    22,089

· 
related parties *
 121,922

· 
an unincorporated joint venture
   91,006





Total
 235,017

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

(b) A Corporate Guarantee as Design Guarantee of up to RM31.300 million dated 22 July 2003, issued by Ranhill Civil Sdn Bhd (“RC”) in favour of Ranhill Corporation Sdn Bhd for the SAJH’s 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) Performance Guarantees have been issued by Ranhill Berhad (“Ranhill”) in favour of third parties in consideration for them awarding contracts to Perunding Ranhill Worley Sdn Bhd, a related party. The said contracts were sub-contracted 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.

(e) A guarantee had been issued by WorleyParsons Engineering Pty Ltd (formerly known as Worley Engineering Pty Ltd) (“WPEPL”), a minority shareholder of a subsidiary, Ranhill WorleyParsons Sdn Bhd (formerly known as Ranhill Worley Sdn Bhd) (“RWPSB”), in favour of BG Exploration and Production India Limited (“BGEP”) in consideration of BGEP entering into a contract for the provision of Design and Engineering Services with RWPSB. An indemnity on the guarantee up to the extent of Ranhill’s 51% shareholding in RWPSB had been issued to WPEPL.

(f) A Corporate Guarantee of RM1.393 million issued by RKWI to a bank in connection with facilities granted to a jointly controlled entity for USD370,000.

(g) A Corporate Guarantee of RM60m was extended to Malayan Banking Berhad in relation to Ranhill’s wholly owned subsidiary, Ranhill Engineers & Constructors Sdn Bhd, obtaining facilities of the same amount consisting of RM5.0m overdraft and RM55.0m Bank Guarantees.

(h) A Letter of Undertaking was issued and executed to Carigali-Triton Operating Company Sdn Bhd (CTOC) by Ranhill in relation to the tendering of the provision of preliminary screening studies of facilities for CTOC future field development for Block A-18, MTJDA project under the tender no. PR 5809 undertaken by Perunding Ranhill Worley Sdn Bhd and the issuance and execution of a Performance Guarantee in favour of CTOC upon the successful award of the contract.

(i) A Letter of Indemnity was issued and executed by Ranhill to Worley Parsons PTY Limited (“WPPL”), 49% equity partner of Ranhill WorleyParsons Sdn Bhd (Formerly known as Ranhill Worley Sdn Bhd) (“RWPSB”), for a 100% Parent Guarantee provided by WPPL in favour of BP Exploration Operating Company Limited Vietnam in relation to the Nam Con Son project (Contract no. 7680-FEED/EPCM) in Vietnam awarded to RWPSB on 3 November 2005.

(j)
A Corporate Guarantee of USD1,470,000.00, was extended to Standard Chartered Bank (‘SCB’), Singapore in relation to SCB granting an overfdraft facility of USD3,000,000.00 to Ellipse Energy Pte Ltd, the parent company of EEJW (Ranhill’s 49% owned associate company), to assist with the working capital requirements pertaining to the development of well JRR 5 in the Jatirarangon field in Indonesia.

13.
CAPITAL COMMITMENTS 

Capital commitments not provided for in the financial statements as at 31 March 2006 is as follows:


As at 31/03/06


RM’000

Property, plant and equipment


Approved and contracted for
686,833

Approved but not contracted for
 599,927

Total
          1,286,760

14.
REVIEW OF PERFORMANCE 

For the current quarter, the Group achieved revenue of RM368.74 million and profit before taxation (“PBT”) of RM45.60 million, compared to revenue of RM414.70 million and profit before tax of RM20.43 million in the preceding year’s corresponding quarter. This represents a decrease of RM45.96 million (11.08%) in revenue and an increase of RM25.17 million (123.20%) in PBT.

The increase in PBT as compared to the preceding year’s corresponding quarter is mainly due to higher margin contributed by the Engineering & Construction division.

15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS

The Group recorded a consolidated revenue of RM368.74m for the quarter under review. This is RM117.26m (46.63%) higher than the immediate preceding quarter’s turnover of RM251.48m.

A PBT of RM45.60m was recorded for the quarter under review, as compared to RM38.86m recorded for the immediate preceding quarter. This increase of RM6.74m (17.34%) is mainly due to the generally improved performances of the Group’s subsidiaries in tandem with the increased revenue recorded.

16.
FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS 

The Group has operations in the energy, power, water and infrastructure sectors. 

With the impending high oil prices and improving construction industry, the Group’s performances in these sectors are expected to improve within the coming quarters.

The recurring income from the power generation and water concession businesses will help contribute positively to the Group’s prospects. The anticipated power and water tariff adjustments will also have a positive result to the Group’s power and water businesses.

The Group, having incurred significant costs overruns in relation to the Melut Basin project in Sudan, is seeking to recover these costs and has engaged a number of legal advisers and an international claims consultant to assist in finalising claims against Petrodar Operating Company Limited. The claims will include the cost of schedule delays leading to prolongation costs, claims for extra work, disruption costs, acceleration costs and other related miscellaneous claims. These consultants and the Board of Ranhill are of the belief that there is a high probability of success in pursuing Ranhill Petroneeds JV’s claims against Petrodar. An interim claim for an amount in excess of the amount of the cost overruns was submitted in October 2005. The recoverability of this claim, at present, cannot be accurately ascertained and hence neither a profit nor loss can presently be foreseen. Accordingly, at the time of this statement, the directors have determined that there is no basis to make a provision for any non recoverability of the cost overruns.

With secured contracts in hand amounting to RM2.9 billion together with the expected award of the Libya project and the construction of the Woman and Child Hospital, the Engineering & Construction division’s order book value is expected to increase to over RM6.0 billion.

The Group is also continually looking for other asset ownership acquisitions as well as pursuing overseas markets to position itself for immediate and long term growth.

17.
PROFIT FORECAST/ PROFIT GUARANTEE 

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

18.
TAXATION 


Taxation comprises the following: -


3rd Quarter


Cumulative Period



Taxation
Current

 Year Quarter

31/03/06
Preceding Year Corresponding Quarter

31/03/05
Current Year to-date

31/03/06
Preceding Year 

to date

31/03/05

Malaysia taxation:

  Current taxation

(Over) / under provision

   in prior years

Foreign taxation:

   Current taxation

Share of jointly    

  controlled entity’s

  taxation

Share of associated

  companies’ taxation

Deferred taxation

  Current taxation

  Under provision
RM’000

3,503

(441)

48

0

217

 16,944  

0
RM’000

(202)

193

(756)

2

171

9,728

0
RM’000

5,121

65

153

0

536

 30,481  

4,154
RM’000

8,739

(125)

4

2

339

18,217

0

Total
20,271
9,136
40,510
27,176

The Group’s effective tax rate is higher than the statutory tax rate for the current quarter and financial year to-date primarily due to non-availability of Group Tax Relief. 
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19.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES


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

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 31 March 2006 is as follows:



  As at 31/03/06



            RM’000

Investment in quoted securities 







(i)
At cost
    
515 






(ii)
At carrying value/book value

82






(iii)
At market value as at 18.05.2006



             87



21. 
STATUS OF CORPORATE PROPOSALS 

(a)
On 16 November 2005, Ranhill proposed to implement the Proposed 7-year Commercial Papers Programme and 15-year Medium Term Notes Programme with an aggregate nominal value of up to RM1,000 million (collectively the “Proposed Programmes”).

The issue proceeds from the Notes shall be utilised as follows:

(i) to refinance the existing borrowings and/or financing facilities of the Group;

(ii) to finance Ranhill's subscription of Irredeemable Convertible Unsecured Loan Stocks ("ICULS") in Senai-Desaru Expressway Berhad;

(iii) to finance Ranhill's future investments; and

(iv) the balance for the Group's working capital requirements, payments of fees, expenses, costs and all other amounts payable in relation to the Proposed Programmes.

The programme documents were signed on 16 February 2006 with drawdown of the 1st tranche of RM650 million targeted in March, 2006.

(b)
On 20 October 2005, Ranhill entered into a conditional Shares Sale and Purchase Agreement with Malaysia Airports Management and Technical Services Sdn Bhd (“MAMTS”) in relation to the proposed disposal of 195,000 ordinary shares of RM1.00 each, representing 26% of the issued and paid-up ordinary share capital of Urusan Teknologi Wawasan Sdn Bhd (“UTW”) for a total cash consideration of RM2,754,010.

Ranhill currently holds a 51% equity interest in UTW and MAMTS holds the balance 49% equity interest in UTW. Following the proposed disposal, Ranhill will hold 25% in UTW.

The transaction was successfully completed on 24 January 2006.

(c)
On 22 June 2005, Ranhill entered into a subscription agreement with Senai-Desaru Expressway Berhad (formerly known as Senai-Desaru Expressway Sdn Bhd) (“SDEB”) for the proposed subscription of RM215,000,000 nominal value of irredeemable convertible unsecured loan stocks (“ICULS”).

Ranhill has obtained approval of its shareholders for the proposed subscription at the Extraordinary General Meeting held on 26 September 2005.

The issue of ICULS by SDEB is conditional upon the fulfillment of the conditions precedent set out in the subscription agreement.

•
On 16 December 2005, Ranhill subscribed for its portion of the first tranche of ICULS amounting to RM25,585,000.

•
Ranhill has subscribed for its portion of the second tranche of ICULS amounting to RM12,900,000 on 16 February 2006.

(d)
On 6 May 2005, Ranhill Power entered into an agreement with Laraib, Coate & Co. (Private) Limited, Continental Energy Limited (“CEL”), Noble Infrastructure Development Holdings Limited and several individuals to regulate their relationships in respect of their participation in Laraib’s hydropower project.




On 9 May 2005, Ranhill Power entered into a subscription agreement (“SUA”) for the proposed subscription of new ordinary shares of Pakistan Rupee (“PKR”) 10 each in Laraib Energy Limited (“Laraib”) amounting to USD8.05 million (approximately RM30.59 million), representing 25.97% of the enlarged share capital in Laraib.  The details of the proposed subscription were announced on 10 May 2005

On 15 September 2005, Laraib became a 25.4% associate of Ranhill Power upon the conversion of Ranhill Power’s refundable deposit of USD1.58 million into 7,125,933 ordinary shares of PKR10 each as fully paid-up and issued share capital in Laraib pursuant to the SUA.

On 18 July 2005, Ranhill Power entered into the following agreements:- 

· a sale and purchase agreement with Mazhar Hussain and Khalid Faizi for the acquisition of 100 ordinary shares of USD1.00 each in Nobel representing the entire equity interest of Nobel for a cash consideration of USD8,000.00. 

On 17 November 2005, Ranhill Power announced that the above acquisition has been completed.

· a subscription agreement ("CEL SA") with CEL and Khalid Faizi for the subscription of 350,000 redeemable convertible preference shares of USD1.00 each by Ranhill Power in CEL ("CEL RCPS"). The total subscription price is USD3.50 million or USD10 each per CEL RCPS.  Under the SUA, CEL has agreed to subscribe for new Laraib Shares amounting to USD3.50 million representing 11.29% of the enlarged share capital in Laraib. CEL will apply the USD3.50 million proceeds from the CEL SA towards its obligation arising from the SUA.
On 30 August 2005, Ranhill Power announced that its shareholders had at its EGM approved all the following resolutions:

· Proposed subscription of  ordinary shares of Pakistan Rupee 10 each in Laraib Energy Limited (“LARAIB”) representing 51% of the enlarged share capital in LARAIB for a cash consideration of up to USD17.60 million 

· Proposed acquisition of 100 Ordinary Shares of USD1.00 each in Nobel Infrastructure Development Holdings Limited (“NOBEL”) representing the entire equity interest in NOBEL for a cash consideration of USD8,000; and

· Proposed subscription of 350,000 Redeemable Convertible Preference Shares of USD1.00 each in Continental Energy Limited for a cash consideration of USD3.50 million 

· On 27 April 2006, Ranhill Power Distribution Sdn Bhd, a wholly owned subsidiary, had entered into a conditional Sale of Assets and Settlement Agreement on the disposal of two (2) bulk supply substations located at the Kerinchi and Jelatek Putra Light Rail Transit (“Putra LRT”) station and a substation located at the Plaza Pantai Putra LRT station which were constructed for carrying out the utility business along the Putra LRT corridor, including all machineries, ancillary equipment, buildings, structures, fittings and fixtures located at each of the substations but excluding the land upon which such substations are located for a cash consideration of RM28.81 million to Tenaga Nasional Berhad.

Details of the announcements can be found at Bursa Securities website

22. CAPITAL CONSIDERATION FROM STATE GOVERNMENT  

In consideration for SAJ Holdings Sdn Bhd (“SAJH”), a subsidiary of the Ranhill Utilities, agreeing with the State Government of Johor (“SGJ”) to undertake the design and construction of the 159 MLD Water Treatment Plant at Semangar, Johor together with the related distribution system (the “Project”), the State Government irrevocably agreed and undertook to pay to SAJH a capital consideration.

The basis of calculation of the capital consideration is that the State Government is obligated to pay SAJH the sum total of the RM600 million term loan facility (the “Facility”) from Bank Pembangunan Malaysia Berhad (“BPMB”) together with all related borrowing costs.

The capital consideration from the State Government is classified under non-current liabilities as deferred capital consideration and is credited to the income statement on the basis of the depreciation charge and finance expense incurred for the related assets and borrowings.

SAJH undertook the Facility from BPMB to finance the expenditure of the Project.  The State Government irrevocably and unconditionally guaranteed to BPMB, as primary obligor and not merely as surety, the payment by SAJH of all amounts due and owing to BPMB under the Facility and agrees to pay to BPMB from time to time on demand all such sums.

The principal amount outstanding under this Facility is payable in 15 yearly equal installments, of which the first payment is due on the date falling 132 months after the first drawdown. Interest chargeable under the Facility is payable on a yearly basis on which the first interest payment date is the date falling on the 48th month from the date of the first drawdown.

In this regard, as the Facility is drawn down, the principal amount drawn down is accounted for as a liability. In subsequent periods, interest charged on the Facility is accrued as a liability and included as part of the principal amount, and is reported within finance costs in the income statement.
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23.
DEFERRED INCOME FROM THE STATE GOVERNMENT

On 30 December 2005, the Company had announced the signing of a water supply agreement (the "WSA") and the leasing agreement (the "Lease Agreement") with the State Government of Johor (the "SG"), Syarikat Air Johor Sdn Bhd ("SAJSB"), SAJ Holdings Sdn Bhd ("SAJH") and Johor Special Water Sdn Bhd ("JSW").

Pursuant to Clause 7.3 of the Concession Agreement dated 20 April 1999, SAJH, a wholly-owned subsidiary of the Company, had agreed to purchase treated water from the SG and SAJSB in consideration of fixed monthly payment ("FMP") and bulk sales rate payment ("BSR"). This treated water is purchased by the SG and SAJSB from Equiventures Sdn Bhd ("ESB") pursuant to the ESB Privatisation cum Concession Agreement and Southern Water Corporation Sdn Bhd ("SWC") pursuant to the SWC Privatisation cum Concession Agreement respectively.

The payments of both FMP and BSR had exerted tremendous pressure on SAJH to revise its scheduled tariffs under the Concession Agreement. Arising from this, the SG had initiated a scheme to restructure the payment of the FMP and BSR (the "Restructuring Scheme").

Under the Restructuring Scheme, the SG had discharged SAJH's obligation to purchase treated water from the SG and SAJSB and to pay the FMP and BSR. In this connection, SAJH and the Company had on 30 December 2005 entered into the WSA and the Lease Agreement.

Under the WSA, JSW, a wholly-owned subsidiary of the SG, has agreed to purchase the treated water from ESB and SWC and subsequently resell such treated water to SAJH on a back to back basis. JSW shall supply treated water to SAJH for a period of 3 months from the date of the WSA (the "Supply Period" and subject to extension). Subject to the terms of the Lease Agreement and upon the expiry of the Supply Period, JSW shall lease to SAJH its water treatment plant.

Under the Lease Agreement, it is envisaged that JSW shall lease the water treatment plant to SAJH for the period from year 2006 to 2014. Upon the expiry of the lease, SAJH will continue to have its right of use of the water treatment plant and will be entitled to occupy and operate the plant until the expiry of SAJH's concession.

Under the Restructuring Scheme pursuant to the WSA and the Lease Agreement,  a deferred income from the State Government in the form of Government assistance in discharging SAJH's obligations was recognised. The deferred income is deferred and recognised in the income statement over the period necessary to match it on a systematic basis to the related costs it is intended to compensate.

24. GROUP BORROWINGS AND DEBT SECURITIES
As at 31 March 2006, the Group’s borrowings are as follows:


Secured
Unsecured
Total

Borrowings
Short term
Long

 term
Short term
Long term



RM’000
RM’000
RM’000
RM’000
RM’000

Bai Bithaman Ajil Islamic 

   Debts (i)
Bank overdrafts

Bankers acceptance/Trust

  Receipts 

Convertible Unsecured Loan Stocks (ii)
Local bills discounted

Murabahah Commercial Papers / Murabahah Medium Term Notes (iii)

Islamic Medium Term

   Notes (iv)
Revolving credits 

Term loan (v)
Term loan (vi)

Term loan (vii)
Other term loans           
-

4,354

146,502

-

-

50,000

-

9,999

-

-

38,485

1,700

1,169,413 

-

-

-

-

150,000

537,244

-

621,276

        8,667

-

4,533
*

*

*

*
-

53,880

17,673

-

16,107

-

-

17,744

-

-

-

-

-

-

-

5,800

-

-

-

-

-

-

-

-
*


1,169,413

58,234

164,175

      5,800

16,107

200,000

537,244

27,743

621,276

8,667

38,485

6,233

Turnkey Payment (viii)

Bridging loan
8,498

190,000
*
41,073

- 
*
-

-

-

-

49,571

190,000


449,538

2,532,206

105,404

5,800

3,092,948

Hire-purchase and

  Finance lease
3,336

421,579

-

-

424,915

Total Borrowings
452,874

2,953,785

105,404

5,800

3,517,863

Borrowings denominated in foreign currency are as follows: -


Secured
Unsecured

Borrowings
Short term
Long term
Short term
Long term


RM’000
RM’000
RM’000
RM’000

Trust receipts - USD

Revolving credit - USD

Bridging loan - USD

Bank overdraft - Thai Baht

Trust receipts – Thai Baht


112,710

-

190,000

439

-


-

-

-

-

-


-

-

-

-

-


-

-

-

-

-



Note

*
non-recourse borrowings to Ranhill

(i) The Bai Bithaman Ajil Islamic Debts Securities are issued by SAJH to finance its water concession project. 

(ii) The Convertible Unsecured Loan Stocks (“CULS”) represent the 20% interest held by minority shareholders of a subsidiary. The CULS will be redeemed if not converted before the maturity date in 2008.

(iii) The maturity dates and profit rates of Ranhill’s secured term loans, which form part of the RM300,000,000 Murabahah Commercial Papers (“MCP”)/ Murabahah Medium Term Notes (“MMTN”) 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
04 Feb 2005 
3 February 2006
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 were/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

(iv) The Islamic Medium Term Notes are issued by Powertron to finance the conversion works of power plant from open cycle to combined cycle.

(v) The term loan represents borrowing by SAJH to finance the Semangar Water Supply Scheme. The term loan is secured via the assignment of raw water proceeds.

(vi) The term loan represents borrowing by Ranhill Power to finance the acquisition of additional interest in a subsidiary company.

(vii) The term loan represents borrowing by Ranhill Berhad to finance Ranhill’s subscription of Tranches 1,2 and 3 of the Irredeemable Convertible Unsecured Loan Stocks (“ ICULS”) proposed to be issued by Senai-Desaru Expressway Berhad(“SDEB”)

(viii) This amount represents borrowings by Ranhill Sri Gading Sdn Bhd to finance the Sri Gading Water Supply Project. 

Based on the total borrowings of RM710.47 million (excluding the non-recourse project finance loans and finance lease of RUB arising from the WSA and lease agreement as mentioned in Note 23 ) and the shareholders’ funds of RM986.56 million, the gearing ratio of the Group stands at 0.72 times.

25. FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK 

As at 30 April 2006, the Group does not have any financial instruments with off balance sheet risk. 

26. MATERIAL LITIGATION  

As at 30 April 2006, 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 arbitration between Equiventures Sdn Bhd (“ESB”) (“Claimant”) and Ranhill Bersekutu Sdn Bhd (“RBSB”), (“1st Respondent”) and Safege Consulting Engineers (“Safege”) (“2nd Respondent”) 

On 1 March 2001, RBSB in association with Safege, received a Statement of Claim from ESB, seeking losses and damages in the sum of approximately RM30.8 million, for breach of contract and/or duty in the design and construction of a water supply privatisation project for the District of Johor Bahru. 
On 18 September 2002, RBSB filed a Notice of Contribution against Safege, for determination by the Arbitrator. On 10 January 2003, the High Court, pursuant to an Originating Motion brought by RBSB, held that the Arbitrator has jurisdiction to adjudicate the said Notice of Contribution. Safege appealed to the Court of Appeal against the High Court decision. On 12 August 2004, the Court of Appeal allowed the appeal in Safege’s favour. Subsequently, RBSB filed an application to the Federal Court for leave to appeal against the Court of Appeal’s decision. There is currently no date fixed for the hearing.
In respect of the arbitration proceeding, the Arbitrator has delivered an award on 9 December 2005, in favour of ESB. Among others, RBSB and Safege were found to be in breach of their contractual obligations and also in breach of duty. 

On 19 January 2006, RBSB’s solicitors filed an originating motion to set aside the arbitration award. The originating motion has been fixed for hearing on 17 July 2006.

RBSB’s solicitors are of the view that if the motion to set aside the arbitration award is decided in its favour, it will not be necessary for the quantum of damages to determined. On the other hand, if the motion to set aside is dismissed by the Court, the parties will then have to proceed with the hearing on quantum of damages. 

(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 Berhad’s’ 100% owned subsidiary, was served with an Originating Summons, naming it as a co-defendant. The Plaintiffs are seeking, among others, for a declaration that the increase in the water tariff effective from 1 July 2003, as published in the Government Gazette dated 5 June 2003 is unlawful, void, unconstitutional and of no effect. 

On 30 November 2004, the Plaintiffs’ Originating Summons was struck out with costs. Subsequently on 8 December 2004, the Plaintiffs filed an appeal against the said decision.  The Court has yet to fix the hearing date of the Plaintiffs’ appeal.

SAJH’s solicitors are of the view that SAJH has reasonable grounds to defend the claim.

(c) In the matter of legal proceeding between Bukit Lenang Development Sdn Bhd (“Plaintiff”) and SAJ Holdings Sdn Bhd (“SAJH”) & 2 Others (collectively known as “Defendants”)
On 3 December 2004, SAJH was served with a Writ of Summons, naming it as a co-defendant. The Plaintiff claims against the Defendants for among others, damages in the sum of RM29,426,000, for wrongfully supplying water to the occupants and squatters at the Plaintiff’s lands. The Plaintiff’s cause of action is also based on the tort of trespass.

On 25 January 2005, the Defendants filed an application to strike out the Plaintiff’s claim. A further application was also made by the Defendants to transfer the proceeding from the Kuala Lumpur High Court to the Johor Bahru High Court. The application to transfer was allowed on 23 January 2006.  In respect of the Defendants’ application to strike out the Plaintiff’s claim, the hearing date will only be fixed once the transfer of the proceeding to the Johor Bahru High Court is completed.

SAJH’s solicitors are of the view that SAJH has credible grounds in defending the claim.

(d) In the matter of legal proceeding between Ranhill Power Berhad (“Ranhill Power”) (“Plaintiff”) and UEM Genisys Sdn Bhd (“UGSB”) (“Defendant”)
Ranhill Power initiated a writ action on 17 January 2003 against UGSB for the sum of RM1,327,280.00, being the amount due and owing by UGSB for the supply of certain goods made by Ranhill Power. Subsequently on 27 May 2003, Ranhill Power filed an application for summary judgment against UGSB. The summary judgment application has yet to be heard because at a mention date held on 24 October 2005, the Court was informed that UGSB was wound-up by an order dated 20 October 2005, obtained in another suit.  UGSB had since filed a Notice of Appeal to the Court of Appeal against the winding-up order. The hearing date of the appeal is still pending. 

On 19 January 2006, the Court directed that the writ action brought by Ranhill Power against UGSB be adjourned sine die. Ranhill Power’s solicitors are currently in process of preparing a proof of debt form on its behalf, which will be lodged with the appointed liquidators for UGSB. 

(e) In the matter of legal proceeding between Sabah Energy Corporation Sdn Bhd (“SEC”) (“Plaintiff”) and Ranhill Berhad (“Ranhill”) and Ranhill Power Berhad (“Ranhill Power”) (collectively, the “Defendants”)
SEC filed an action by way of an originating summons dated 3 June 2005, seeking among others, specific performance and damages against Ranhill and Ranhill Power. SEC alleged that Ranhill had breached its undertaking to sell 10% of the ordinary shares of RM1.00 each in Powertron to SEC. SEC further alleged that Ranhill Power had prior knowledge of the arrangement between Ranhill and SEC and as such, Ranhill Power is the trustee of the said Powertron shares.

Ranhill denies that it was under an obligation to sell the 10% Powertron shares to SEC. Ranhill Power denies SEC’s allegation that it had prior knowledge of SEC’s arrangement with Ranhill and that it holds the Powertron shares in trust for SEC.       

On 8 December 2005, Ranhill, as the 1st Defendant, filed an application to convert the originating summons initiated by SEC into a writ action, on the ground that there are serious dispute of facts. Both SEC’s originating summons and Ranhill’s application are fixed for hearing on 25 July 2006. 

Ranhill’s solicitors are of the view that Ranhill has a fair chance of successfully defending this claim by SEC.

(f) Winding Up Petition Against Ranhill Engineers and Constructors Sdn Bhd (“REC”)

On 7 December 2005, REC, a wholly owned subsidiary of Ranhill was served with a statutory notice pursuant to Section 218 of the Companies Act 1965, for an alleged debt of RM500,000.00 purportedly due and owing to Mohamad Mazlan Abdul Manaf (“Mazlan”).

A Winding-Up Petition was subsequently initiated by Mazlan and served on REC. The hearing of the Winding-Up Petition was initially scheduled on 31 March 2006.

On 23 February 2006, REC’s solicitors issued a letter to Mazlan’s solicitors, contending that the Winding-Up Petition served on REC was void because the affidavit verifying the Petition was sworn before the Petition was presented to Court. The said letter also demanded that the Winding-Up Petition be withdrawn within 48 hours, failing which REC will take appropriate legal steps to protect its interests.

On 31 March 2006, the Petition was withdrawn, with liberty to file afresh and no order as to costs.  

On 24 March 2006, Mazlan’s solicitors issued a fresh Notice of Demand, claiming for the sum of RM500,000.00 as previously demanded and for a further sum of RM83,333.33, allegedly being arrears of salaries

REC disputes the alleged amount claimed by Mazlan on the grounds that it has a valid and meritorious set off against the alleged claim for various acts of contractual and fiduciary breaches committed by Mazlan during his tenure as the Chief Operating Officer, Chief Executive Officer and/or Director of REC, which has led to the company and other companies within the Ranhill Group to suffer losses and damages.
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27. DIVIDEND 


9 months ended

31 March 2006
9 months ended

31 March 2005 


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 2005, paid on 13

  December 2005 (2004:

  paid on 29 December

  2004)
1.5
6,450
10
14,334

The Board does not recommend any interim dividend for the current quarter and financial year to-date ended 31 March 2006.
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28. EARNINGS PER SHARE 


3rd Quarter 
Cumulative Period

Earnings per share
Current Year Quarter

31/03/06
Preceding Year Corresponding Quarter

31/03/05
Current Year to-date

31/03/06
Preceding Year to-date

31/03/05

Net profit for the period (RM’000)

Basic earnings per share

Weighted average

  number of ordinary

  shares in issue (‘000)

Basic earnings per share

  (sen)


  11,055

597,265

1.85
  1,320

597,265

0.22


  41,807

597,265

7.00
  24,155

597,265

4.04



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. 

The comparative earnings per share has been restated to take into account the effect on the bonus issue.

BY ORDER OF THE BOARD

Dato’ Amdan Mat Din

Lau Bey Ling

Company Secretaries
22 May 2006

Kuala Lumpur
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