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RANHILL BERHAD (430537-K)

INTERIM REPORT FOR THE FOURTH QUARTER ENDED 30 JUNE 2008


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 Ranhill Berhad’s financial statements for the year ended 30 June 2007.

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 2007 except for the adoption by the Group of the revised Financial Reporting Standards ("FRSs") effective for financial years beginning 1 July 2007 as follows:


  FRS 107

Cash Flow Statement

  FRS 111

Construction Contracts

  FRS 112

Income Taxes

  FRS 117

Leases

  FRS 118

Revenue

  FRS 119

Employee Benefits

  FRS 120
Accounting for Government Grants and Disclosure of Government Assistance

  FRS 124

Related Party Disclosures

  FRS 134

Interim Financial Reporting


  FRS 137

Provision, Contingent Liabilities and Contingent Assets

  IC Interpretation 1
Changes in Existing Decommissioning, Restoration and Similar Liabilities

  IC Interpretation 2
Members' Shares in Co-operative Entities and Similar Instruments

  IC Interpretation 5
Rights to Interests arising from Decommission, Restoration and Environmental Rehabilitation Funds

  IC Interpretation 6
Liabilities arising from Participating in a Specific Market-Waste Electrical and Electronic Equipment

  IC Interpretation 7
Applying the Restatement Approach under FRS 129 Financial Reporting in Hyperinflationary Economics

  IC Interpretation 8
Scope of FRS 2

The adoption of the above amended (revised) FRSs and IC Interpretations does not have a material financial effect on the financial results and position of the Group except for FRS 112 as disclosed below.


SAJ Holdings Sdn Bhd ("SAJH"), a subsidiary of Ranhill Utilities Berhad (“RUB”) has been granted Approved Service Project ("ASP") - Investment Allowance ("IA") incentive under Schedule 7B of Income Tax Act, 1967. The amount of IA granted to SAJH is 60% of qualifying capital expenditure incurred within five years from the date the qualifying expenditure is first incurred. This incentive can be set-off against 70% of the statutory income. 

With the removal of paragraph 36 in FRS 1122004 which explicitly prohibits the recognition of deferred tax on reinvestment allowance or other allowances in excess of capital allowance, entities can now account for these items either as tax credits or investment tax credits.

The Group has now adopted the revised standard and this change constitutes a change in accounting policy which will be applied in accordance with FRS 108 “ Accounting Policies, Changes in Accounting  Estimate and Errors” i.e. applied retrospectively by recording a prior year adjustment

The Directors have estimated the impact of deferred tax on the ASP based on the qualifying capital expenditure incurred and the final amount is subject to the approval of the Inland Revenue Board. SAJH is in the progress of submitting a formal claim in respect of the incentive.


The following comparative figures have been restated arising from the adoption of FRS 112:-






  As previously   



As






 stated
Effect of FRS 112      restated







           RM’000
               RM’000
      RM’000

As at 1 July 2006


Deferred tax liabilities


           366,072
             (139,810)
     226,262

Retained earnings



           146,386
                97,867
     244,253

Minority interests



           388,620                     41,943       430,563

As at 1 July 2007

Deferred tax liabilities


           386,577
             (139,810)
     246,767

Retained earnings



           254,906

 97,867
     352,773

Minority interests



           467,087                    41,943       509,030

2.
QUALIFICATION OF PRECEDING ANNUAL FINANCIAL STATEMENTS

The preceding annual financial statements were not subject to any qualification. 

3.
SEASONALITY OR CYCLICALITY OF INTERIM OPERATIONS

The business operations of the Group are not materially affected by seasonal or cyclical fluctuations.

4.
ITEMS OF UNUSUAL NATURE AND AMOUNT
During the year, the Company rationalized its investments in the Oil and Gas sector especially in the area of Exploration and Production (“E&P”) by disposing of its entire 49.0% interest in Ellipse Energy Jatirarangon Wahana Ltd (“EEJW”), 52% of its effective interest in Bumi Parahayangan Ranhill Energia Citarum Pte Ltd (“BPREC”), 73.0% of its effective interest in Ranhill Jambi Inc Pte Ltd (“RJI”) and 73% of its effective interest in Ranhill Nusantara Energy Pte Ltd (“RNE”) (the “Energy Asset Disposal”).  As a result of the Energy asset disposals, the Group recorded a total of RM48 million arising from of loss on disposal and impairment of asset.

The Company has also entered into a Sale and Purchase Agreement (“SPA”) to dispose of its holding in a property and although the SPA is only expected to be completed in the coming months, the Company has decided to write down the asset to its net recoverable value.

5.
CHANGES IN ESTIMATES
In the quarter and year ended 30 June 2008, the Group has decided to make provisions for the non recoverability of the amount due from customer and Joint Venture partner for the Melut Basin Oil Development project amounting to RM316 million and RM240 million respectively.
(a) Amount due from Customers on Contract
Ranhill Petroneeds Joint Venture (“RPJV”) signed a Settlement Agreement (“SA”) in respect of the Melut Basin Oil Development Project (“MBOD Project”) with Petrodar Oil Development Company (“PDOC”) which stipulates that RPJV will receive USD20.0 million (RM65.3 million), an extension of time for the completion of the existing work amounting to USD25.0 million (RM81.6 million) under the original base contract and will be awarded several various expansion contracts.  To-date, a total of USD54.0 million (RM176.31 million) has been received by RPJV pursuant to the SA and a letter of award for additional works amounting to USD149.2 million (RM487.14 million) was also accepted on 26 Sept 2007 (the “SA I Project”).  In addition, the company is also in the midst of finalizing the negotiation in another contract pursuant to the SA, namely the Water Injection Packages Works, which has an estimated contract value of USD166.8 million (RM544.6 million) (the “SA II Project”) of which USD16.4million (RM56.6million)has been included as part of the contract price of USD149.2million. As the negotiation to conclude the said packages may take time and both the SA I Project and SA II Project will only be completed in the next few years, the management has decided to provide for the amount due from PDOC amounting to RM316.0 million in the quarter under review.

(b) Amount due from jointly controlled entities
Further to the Joint Venture Agreement entered into between Ranhill Group and Petroneeds Services International (“Petroneeds”) on 8 June 2004 (the “JVA”) to carry out the MBOD project, the parties entered into a Supplementary Agreement dated 27 January 2007 (the “SA”) setting out the process to agree and settle the additional costs incurred by RPJV under the MBOD Project.  Audits of the financial statements of RPJV for 2005 & 2006 have been completed and agreed while audit for the 2007 financial statement is currently in progress. Accordingly, Ranhill are now pursuing the recovery of amounts owing by Petroneeds. However, since the recovery process may be lengthy and time consuming and the outcome of recovery is uncertain, management has decided to provide for the amount due from Petroneeds amounting to RM240 million in the year under review.

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

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

7.
DIVIDENDS PAID

There were no dividends paid during the current quarter and financial year to-date.
8. SEGMENTAL REPORTING 

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

	

	Financial Year To-date 30/06/08



	By Activities:
	*EPC & EPCM/PMC
	Power generation 
	Water
	Others
	Eliminations/

Adjustment
	Total

	REVENUE

External sales

Intersegment sales


	RM’000

1,103,297
6,809
	RM’000

149,262
0
	RM’000

623,078
12,049
	RM’000

2,991
42,250
	RM’000

0
(61,108)
	RM’000

1,878,628
0


	Total revenue
	1,110,106
	149,262
	635,127
	45,241
	(61,108) 
	1,878,628

	Segment results

Unallocated income

Profit from operations***
	(742,565)

	43,778
	358,756
	(14,489)
	85,927
	(268,593)
41,504
(227,089)

	Percentage of segment results
	(62%)
	15%
	119%
	

0%
	28%
	100%


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

*** Profit from operations does not include loss on disposal of associated company, EEJW.
	

	Financial Year To-date 30/06/07


	By Activities:
	*EPC & EPCM/PMC
	**Power generation, transmission, and distribution
	Water
	Others
	Eliminations
	Total

	REVENUE

External sales

Intersegment sales


	RM’000

733,677
137,164
	RM’000

146,171
0
	RM’000

589,937

48,496

	RM’000

627
61,387
	RM’000

0

(247,047)

	RM’000

1,470,412
0

	Total revenue
	870,841
	146,171
	638,433
	62,014
	(247,047)
	1,470,412

	Segment results

Unallocated income

Profit from operations***
	8,203
	28,419
	367,498
	33,444
	(21,953)

	415,611
37,393
453,004

	Percentage of segment results
	2%
	7%
	88%
	8%
	(5%)
	100%


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

** The group disposed of its transmission and distribution activities during the 2007 financial year.

9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

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

10. SUBSEQUENT MATERIAL EVENTS

On 5 August 2008, Ranhill Power Sdn Bhd (“RPSB”) completed the disposal of its 20.0% interest in the ordinary share capital of Ranhill Powertron I Sdn Bhd (“RP I”) as well as its 20.0% interest in the Convertible Unsecured Loan Stock of RP I for a total consideration of RM32.18 million to Sabah Energy Corporation Sdn Bhd.

On 14 August 2008, RPSB completed the disposal of its 51.0% effective equity interest in Laraib Energy Limited (“Laraib”) for a total consideration of USD6.0 million.  RPSB entered into a Settlement Agreement with Nobel Infrastructure Development Holdings Limited, a wholly-owned subsidiary of RPSB, the Sponsors Group (comprising all the other shareholders of Laraib and Laraib, whereby RPSB withdraws its entire investment in the New Bong Escape Hydropower Project in Pakistan. 

11.
CHANGES IN THE COMPOSITION OF THE GROUP  
In August 2007, a joint venture, Ranhill Bersekutu Saudi Ltd., was incorporated between one of the Group's subsidiary and Saudi Consulting Services (Saudconsult). 

The Company, through its wholly-owned subsidiary, Ranhill Energy Sdn Bhd, has on 26 November 2007, disposed its entire 49% shareholding in Ellipse Energy Jatirarangon Wahana Ltd (“EEJW”) to Ellipse Energy Ltd resulting in EEJW ceased to be a associate of the Company.

On 13 May 2008, the Company, via its wholly-owned subsidiary, Ranhill Energy Sdn Bhd (“RESB”), via its subsidiaries entered into an agreement with Pan Orient Energy Holdings Ltd to dispose of  90% of its equity interests in two companies in the RESB Group namely Ranhill Jambi Inc. Pte Ltd and Ranhill Nusantara Energy Pte Ltd resulting in those two companies ceasing to be subsidiaries in the RB Group.

The Company also, through its wholly-own subsidiary, RESB, via its subsidiary, West Java Energy Pte Ltd, entered into an agreement with Pan Orient Energy Holding Ltd to dispose of its entire equity in Bumi Parahyangan Ranhill Energi Citarum Pte Ltd (BPREC) which resulted in BPREC ceasing  to be a subsidiary of the RB Group. At the same time, West Java Energy Pte Ltd acquired a 73% equity shares in Bumi Parahyangan Energi Pte Ltd which resulted in BPE Ltd becoming a subsidiary in the RB Group. 
12.
CONTINGENT LIABILITIES OR CONTINGENT ASSETS 

The Group’s contingent liabilities are as follows: -



(a)
Corporate and bank guarantees of the Group are as follows:




	
	As at 30/06/08

	
	RM’000

	Bank guarantees facilities utilized by:
	

	· 
	third parties *
	 1,459

	· 
	related parties *
	39,456

	· 
	an unincorporated joint venture
	77,624

	
	
	

	Total
	118,539


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

(b) Performance Guarantees have been issued by the Company 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.

(c) A Parental Guarantee had been issued by the Company 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.

13.
CAPITAL COMMITMENTS 

Capital commitments not provided for in the financial statements as at 30 June 2008:

	
	As at 30/06/08

	
	RM’000

	Property, plant and equipment
	

	Approved and contracted for
	   786,828

	Approved but not contracted for
	1,030,854

	Total
	1,817,682


14.
REVIEW OF PERFORMANCE    
The Group registered a turnover of RM503.4 million and a loss after tax of RM719.3 million for the quarter under review and a turnover of RM1,878.6 million and a loss after tax of RM690.5 million for the year under review.  This result is mainly attributable to the items explained in Notes 4 & 5 above.  However, despite the provisions, impairment in value and loss on disposal, the Group registered a Gross Profit of RM372.2 million for the year under review, a drop from RM491.2 achieved in the previous year. The Group recently revised its estimated contract cost for various projects and accordingly provided for additional cost to completion due to the increases in the cost of construction materials.

15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS  

The Group recorded consolidated revenue of RM503.4 million for the quarter under review. This is RM73.7 million higher than the immediate preceding quarter’s revenue of RM429.7 million, mainly due to an increase in revenue from the Engineering & Construction division. 

A loss before tax of RM700.3m was recorded for the quarter under review, a reduction of RM690.0 million as compared to the preceding quarter profit before tax of RM10.3 million. This is mainly due to the factors as mentioned in Note 4, 5 & 14 above.

16.
FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS  
The water and power concession business have and will continue to provide steady and recurring revenue and income to the Group for the remainder of the concession period.  These two concession driven businesses have also been generating significant cash flow for the Group and will continue to do so in the future.  The Group is also continually developing its water and power concession business by capitalizing on its strength in these two sectors.

With the rationalization of the Group’s oil and gas investments, the group will no longer be required to fund oil and gas exploration commitments, but enjoys an 8% free carry interest by the new operator of the blocks. The carrying value of the oil and gas assets are based on a conservative assessment of the prospectivity of the block and does not take into account any increase in value which may arise when the extensive seismic programme being conducted or potential hydrocarbon discovery.  The free carry interest will enable the Group to share the upside on any commercial production of the said blocks in the future.

With the large order back log, the Engineering & Construction sector is expected to generate favorable returns in the coming quarters.  As stated above, the Group recently revised its estimated contract cost and accordingly provided for additional cost to completion due the increases in the cost of construction materials.  These works were contracted over two years ago, at a time of more stable construction material prices.  Moving forward, the Group will seek for a variation of price to its current and future construction contracts.

Despite the loss after tax incurred in the current financial year, the Group’s cash flow position remains healthy and would be able to service its current obligation.  The Group’s cash flow can now be focused its water, power and engineering, procurement and construction segments which will assist the respective divisions’ operational needs and requirements.

17.
PROFIT FORECAST/ PROFIT GUARANTEE 

Not applicable.

18.
TAXATION 

Taxation comprises the following: -

	Taxation
	Individual Quarter

3 months ended

30 June 2008
	Cumulative period 

12 months ended

30 June 2008

	Malaysia taxation:

  Current taxation

  Under provision

   in prior years

Foreign taxation:

   Current taxation

Deferred taxation

  Current taxation

  Over provision in prior years
	RM’000

(2,137)
284
(6,297)

28,730
(5,259)

	RM’000

15,095
8,072
3,330
62,372
 (15,323)

	Total
	15,321
	73,546


The Group’s effective tax rate is reconciled to the statutory tax rate for the current quarter and financial year to-date primarily as follows: 

	
	Individual Quarter

3 months ended

30 June 2008
	Cumulative period 

12 months ended

30 June 2008

	LBT
	(700,847) 
	
	(543,450) 
	

	Tax
	(15,321)
	
	(73,546)
	

	effective tax rate
	(2%)
	
	14%
	

	
	
	
	
	

	At 26%
	 
	
	 
	

	
	Individual Quarter

3 months ended

30 June 2008
	Tax rate
	Cumulative period

12 months ended

30 June 2008
	Tax rate

	Tax at 26% against PBT
	(182,590) 
	26%
	(141,667) 
	26%

	Non-allowable expenses
	75,046                   
	(11)%
	102,302
	(19)%

	Tax incentive on exported      

    Services
	11
	0%
	(4,428)
	1%

	Non taxable revenue
	(4,266)  
	1%
	(28,145) 
	5%

	Unrecognised tax losses and 

   capital allowance
	97,480  
	(14)%
	117,674 
	(22)%

	Utilisation of tax losses and 

  capital allowances
	38,109 
	(5)%
	36,030           
	(7)%

	Foreign tax
	(6,297) 
	1%
	3,330              
	(1)%

	Difference in tax rate 
	2,802
	0%
	(4,300)    
	1%

	Over/(under) provision prior 

   Year
	(4,974) 
	1%
	(7,250)                
	1%

	
	15,321 
	(2)%
	73,546 
	(14)%


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.
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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 is as follows:

	
	
	

	
	
	            RM’000

	Investment in quoted securities 
	
	

	(i)
	At cost
	    
	348

	
	
	
	

	(ii)
	At carrying value/book value as at 30.06.08
	
	802

	
	
	
	

	(iii)
	At market value as at  20 August 2008
	
	809


21. 
STATUS OF CORPORATE PROPOSALS  

The following are the status of the Group’s corporate proposals announced but not completed as at the latest practicable date:

(a)
On 22 June 2005, the Company entered into a subscription agreement with Senai-Desaru Expressway Berhad for the proposed subscription of RM215,000,000 nominal value of irredeemable convertible unsecured loan stocks (“ICULS”).

As at the date of this report, the Company has subscribed a total of RM184,900,000 nominal value of the ICULS. The 11th tranche of RM15,910,000 is to be subscribed on 30 October 2008 and the final tranche of RM14,190,000 is to be subscribed on  30 January 2008.


(b)
The privatization and delisting of Ranhill Power Berhad (“RPB”) was finalised on 6 December 2007, when RPB was removed from the Official List, and completed on 17 January 2008, whereby RPB became a wholly-owned subsidiary of Ranhill Berhad (“RB”). Pursuant to the acquisition, goodwill of RM17m has been recognized.

(c) On 19 September 2007, the Company announced a Proposed Private Placement of up   

                             to 59,726,481 new ordinary shares of RM1.00 each in Ranhill Berhad (“RB”),an issuance of         

                             up to ten percent (10%) of the total issued and paid-up share capital of RB (“Placement   

                             Shares”). 


On 04 November 2007, RB received the Securities Commission’s approval for the 
Proposed Private Placement while Bursa Securities has given its approval in-principal for 
the listing and quotation of the Placement Shares on 17 November 2007.   

The Securities Commission (“SC”) had, vide its letter dated 7 April 2008 (which was received on 9 April 2008) approved an extension of time of six (6) months from 4 April 2008 to 3 October 2008 for the Company to implement the Proposed Private Placement, and subject to the earlier terms and conditions as stipulated in the SC’s letter dated 4 October 2007.   

(d) On 6 June 2008, the OSK Investment Bank Berhad served a Notice of Voluntary Take-over Offer to Ranhill Utilities Berhad (“RUB”) on behalf of LOSB Cayman Ltd and Ranhill Berhad (collectively known as the “Joint Offers’) to acquire all the remaining ordinary shares of RM1.00 each in the Company which are not already held by the Joint Offerors and Persons Acting in Concert with them for a cash consideration of RM3.50 per shares (“Offers”).

The Offer Documant dated 27 June 2008 was issued to RUB in relation to the proposed VGO. On 14 July 2008, RUB has received the approval from the Johor State Planning Unit (“UPEN”), as one of the conditions required for the implementation of the offer and the delisting of RUB.

On 25 July, the Company announced that, the Offer was declared unconditional by the Joint Offer following its receipts of approval Company shareholders.

As at 8 August 2008, being the final closing date of the Offer, the Company announced that the Joint Offerors had received valid and complete acceptances exceeding 90% in the nominal value of the issued and paid-up capital of RUB (with acceptance of not less than nine-tenths in nominal value of the offer shares other than shares held by the Joint Offeror). Consequently, the Joint Offerors has achieved its intention to invoke Section 34 of the Securities Commissions Act, 1993 to compulsorily acquire any remaining offer shares for which acceptances have not been received under the Offer within two months from 8 August 2008.

Details of the above are set out in the announcement of the Company dated 7 August 2008, 30 July 2008, 25 July 2008, 18 July 2008, 17 July 2008, 16 July 2008, 1 July 2008, 20 June 2008, 9 June 2008 and 6 June 2008.

With 98.39% of RUB issued and paid-up shares held by the Joint Offerors, the Joint Offerors will not maintain the listing status of RUB. RUB was delisted on 28 August 2008.
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22.
GROUP BORROWINGS AND DEBT SECURITIES
As at 30 June 2008, the Group’s borrowings are as follows:

	Borrowing
	Secured
	Unsecured
	Total 

RM’000

	
	Short term RM’000
	Long term RM’000
	Short term RM’000
	Long term RM’000
	

	Bai Bithaman Ajil Islamic 

Debts (i)
	-   
	
	1,196,390 
	 * 
	-   
	 
	-   
	 
	1,196,390 

	Bank overdrafts
	                 666 
	
	   -   
	 
	         44,638 
	 
	                -   
	 
	         45,304 

	Bankers acceptance/Trust Receipts 
	74,582           
	
	      - 
	 
	         4,511 
	 
	                -   
	 
	79,093 

	USD220 million nominal value guaranteed notes
	                 -   
	
	       699,862 
	 
	               -   
	 
	                -   
	 
	       699,862 

	Convertible Unsecured Loan Stocks (ii)
	                 -   
	
	               -   
	 
	               -   
	 
	           5,800 
	  
	           5,800 

	Local bills discounted
	                 -   
	
	 -   
	 
	-           
	 
	                -   
	 
	- 

	Islamic Medium Term Notes (iii)
	                 15,000   
	*
	        512,834
	* 
	               -   
	 
	                -   
	 
	       527,834 

	Revolving credits 
	          18,000 
	
	-              
	 
	         12,000
	 
	                -   
	 
	         30,000 

	Bridging loan
	35,381
	
	-
	
	-
	
	-
	
	35,381

	Term loan (iv)
	                 -   
	
	       791,949 
	*


	               -   
	 
	                -   
	 
	       791,949 

	Term loan (v)
	            2,000 
	
	          2,167 
	 
	               -   
	 
	                -   
	 
	           4,167 

	Term loan (vi)
	            1,544
	
	         11,846 
	  
	               -   
	 
	                -   
	 
	         13,390 

	Term loan (vii)
	             
	
	- 
	  
	               -   
	 
	                -   
	 
	-

	Term loan (viii)
	- 
	
	- 
	 
	             149 
	 
	              559 
	 
	708

	Other term loans           
	            27,095 
	
	746 
	 
	2,732 
	 
	1,824 
	 
	           32,397 

	Turnkey Payment (ix)
	14,163
	*
	13,455
	*
	-
	
	-
	
	27,618

	Term loan (x)
	
	
	12,133
	
	
	
	
	
	12,133

	Term loan (xi)
	8,490
	
	17,418
	
	
	
	
	
	25,908

	Sub-total
	196,921          
	
	    3,258,800 
	 
	64,030       
	 
	           8,183
	 
	     3,527,934 

	
	
	
	
	
	
	
	
	
	

	Hire-purchase and Finance lease
	2,932 
	
	4,243
	 
	 
	 
	 
	 
	7,175       

	Finance lease payables SPV(xii)
	36,486
	
	451,972
	
	
	
	
	
	488,458

	Total Borrowing
	236,339
	
	3,715,015
	 
	64,030
	 
	8,183
	 
	4,023,567



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

Term loan – USD

Term loan – Thai Baht

Bank overdraft – Thai Baht

USD220 million nominal value guaranteed notes
	-
5,395
1,543
34
-

              
	-
17,418                                

11,846

-  

699,862
	          -

149

-

-

-

                 
	           -

559
-

-

-




Note

*
non-recourse borrowings to Ranhill

(i) The Bai Bithaman Ajil Islamic Debts Securities were 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 Ranhill Powertron Sdn Bhd. The CULS will be redeemed if not converted before the maturity date in 2008.

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

(iv) The term loan represents borrowings by SAJH to finance part of the construction expenditure in connection with the design and construction of Semangar Water Supply Scheme. The term loan is secured via the assignment of raw water proceeds by the State Government to Singapore and payable in accordance with the Raw Water Letter of Undertaking dated March 2002. The State Government of Johor has provided an irrevocable and unconditional guarantee of the term loan facility.

(v) The term loan represents borrowings by Ranhill Power to finance the acquisition of additional interests in Ranhill Powertron Sdn Bhd.

(vi) This amount represents borrowings by Ranhill Water Technologies Sdn Bhd to finance the construction and equipment under 20 years water treatment concession (Amata Nakorn)

(vii) The term loan represents borrowings by Ranhill Water Services to finance Non Revenue Water projects with SAJH.

(viii)  The amount represents borrowings by Penang Water Limited (“PWL”) (a jointly controlled entity held by Ranhill Water Technologies Sdn Bhd) to finance the cost of machineries, equipments and M & E works. 

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

(x) This amount represents borrowing by Ranhill (Nanchang) Waste Water Co. Ltd (a subsdiary held byRanhill Utilities Berhad) to finance the Construction of BOT Plant.

(xi) This amount represents borrowing by RII to refinance the outstanding amount of RII’s existing syndicated trust receipts facility guaranteed by Ranhill Berhad.

(xii) The finance lease payable representing fair value of SAJH’s obligation under the WSA. SAJH is in discussion with the government on its migration to the new licensing regime under the Water Industrial Services Act. Once the migration exercise materializes according to SAJH’s proposed terms, the finance lease obligation will be transferred to PAAB which will discharge SAJH’s finance lease liability.
Based on the total borrowings of RM991.3 million (excluding the non-recourse project finance loans and finance lease of Ranhill Utilities arising from the WSA and lease agreement) and the Company’s shareholders’ funds of RM434.5million, the gearing ratio of the Company stands at 2.23 times.

23.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

Interest Rate Swap

In September 2007, the Company entered into a swap transaction with a notional amount of RM155 million with the objective of reducing the interest cost under the Islamic Medium Term Notes Programme of RM540 million in Nominal Value issued by Ranhill Powertron Sdn Bhd.  The swap terminates on June 2012. On the swap, Ranhill is obliged to pay to fixed interest rate of 4.70% for the first year and a floating interest rate per annum for the remaining years, on a semi-annual basis, in June and December of each calendar year to termination.

In October 2007, the Company entered into another swap transaction with a notional amount of USD110 million with the objective of reducing the interest cost on its USD220 million USD notes program. The swap terminates on October 2011. On the swap, Ranhill is obliged to pay a fixed interest rate of 4.5% per annum in USD and is entitled to receive a floating interest rate per annum in USD, on a semi-annual basis, in April and October of each calendar year to termination.

24. 
MATERIAL LITIGATION 

Save as disclosed below, the Company is not engaged in any litigation, claims or arbitration, either as plaintiff or defendant, which has or will have a material effect on the financial position or our business, and your directors are not aware of any proceedings, pending or threatened, against us and/or any of our subsidiaries or of any facts likely to give rise to any proceedings which might materially affect the position or business of your Group as at the latest practicable date:
(a) In the matter of legal proceeding and arbitration between Equiventures Sdn Bhd (“ESB”) and Ranhill Bersekutu Sdn Bhd (“RBSB”) and Safege Consulting Engineers (“Safege”)
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. 

However, ESB, RBSB and Safege had on 27 June 2008 entered into a Settlement Agreement (“Settlement Agreement”) whereby RBSB and Safege, strictly without any admission of liability, agreed to jointly and severally pay to ESB the total sum of RM14,500,000.00 (“Settlement Sum”) as full and final settlement of all claims and counterclaims, including costs between ESB, RBSB and Safege. RBSB’s contribution to the settlement sum is borne by RBSB’s insurance company. As part of the consideration of the Settlement Agreement, upon payment of the Settlement Sum, ESB shall withdraw all claims and counterclaims against RBSB and Safege.

On 3 July 2008, ESB confirmed that they have received the Settlement Sum and consequently, the Notice of Discontinuance for the Originating Motion to set aside the Arbitration Award was filed on 24 July 2008.

(b) In the matter of legal proceeding between Sabah Energy Corporation Sdn Bhd (“SEC” or “Plaintiff”) and Ranhill Berhad (“Ranhill” or “1st Defendant”) and Ranhill Power Berhad (“Ranhill Power” or “2nd Defendant”) 
SEC filed a suit against Ranhill and Ranhill Power for breach of their undertaking to sell 10% of the ordinary shares of RM1.00 each in Powertron to SEC. The Court has fixed the matter for trial from 26th until 30th January 2009.

However, the parties have reached a settlement whereby the Plaintiff has agreed to withdraw the suit against the 1st and 2nd Defendants by virtue of the share sale agreement dated 21 May 2008 for the sale of some shares and the convertible unsecured loan stocks in Ranhill Powertron Sdn Bhd to the Plaintiff.

The abovesaid transaction has been completed and the Plaintiff is in the midst of withdrawing the suit against Ranhill and Ranhill Power.

(c) MAM Contracting and Construction Co. Ltd (“MAM”) against the unincorporated joint venture of Ranhill International Inc (“RII”) and Petroneeds Services International Co (known as “RPJV”) In the Khartoum North District Court

RII (a wholly owned subsidiary of RB) has been ordered by the Supreme Court in Khartoum, Sudan for a provisional attachment order attaching all tangible and intangible properties belonging to, claimed by or held for RPJV to satisfy MAM’s claim for a total sum of USD26,190,230.50 against RPJV, the unincorporated joint venture of RII and Petroneeds Services International Co (“RPJV”).

RPJV is established by virtue of a Bid Agreement dated 17 March 2004 and Joint Venture Agreement dated 24 September 2004 executed between RII and Petroneeds Services International Co in respect of the Project wherein the liability of the parties shall be on a jointly and severally basis. As between the parties, each party shall be liable to the other to the extent of their respective participating interest in the joint venture, Ranhill International Inc (55%) and Petroneeds Services International Co (45%).

MAM is the subcontractor to RPJV for its Melut Basin Oil Development project for Upstream Civil Works. MAM was awarded 2 subcontracts namely :

1.    for tank pad foundation; and

2.    for general civil infrastructure work. 

MAM’s claim is for a total sum of USD26,190,230.50 comprising :

(a)  the sum of USD16,190,230.50 for alleged work done under the subcontracts;

(b) compensation for an amount of USD10,000,000.00 for alleged damages, costs and     

expenses incurred arising from RPJV’s failure to make payment in respect of their     claim for work done; and

(c) court fees.


RPJV is disputing MAM’s claim on the following basis:

1. The 1st subcontract completed by MAM for a value of USD6.3 million has been paid in full;

2. MAM failed to complete all of the works in the 2nd subcontract for civil works. If it had, MAM would be entitled to claim USD21.4 million. However, the value of work actually completed by MAM was only USD14.9 million;

3. Despite the above, RPJV has paid MAM the sum of USD17.6 million, which is an overpayment of USD2.7 million. RPJV is therefore claiming back from MAM the said overpayment. The total value due to MAM for both of the subcontracts is USD21.2 million whereas the total sums paid by RPJV to MAM is USD23.9 million;

4. As to MAM’s claim for USD16 million for work done, RPJV is contending that MAM never carried out the same and is therefore not entitled to such claim. Furthermore, MAM’s claim includes a duplicate payment for part of the works done; and
5. As to its USD10 million claim for alleged damages, costs and expenses it had incurred due to RPJV’s non-payment, RPJV contends that since MAM abandoned its obligations, it is therefore not entitled to such claims.


The court proceeding is still on-going.

The management of RPJV denies that there is any amount due and owing to MAM on the above said basis and RPJV’s lawyers are of the view that MAM’s case is baseless. Further, RPJV is filing a counter claim to recover the overpayment and the cost of completion of the outstanding work not completed and abandoned by MAM for a sum of USD8,450,186.59.


This matter is not expected to have any significant operational impact on the Group.

(d) United States District Court for the Southern District of New York, USA: FH Bertling Holdings KG (“Bertling” or the “Plaintiff”) v Ranhill Engineers and Constructors Sdn Bhd (“REC”) (08 Civ. 2003) (SHS)

The suit was brought in New York by Bertling seeking Rule B Order of Maritime Attachment and Garnishment in relation to an alleged breach of a logistics contract entered into between the parties on 27 July 2007, in the amount of USD4.3 million, to obtain security for Bertling’s claim in pending ICC arbitration between Bertling and REC in Kuala Lumpur. Bertling is claiming from REC the amount of USD2,341,245.16 plus interest, for the alleged due and owing “mobilization fee”, USD381,252.15 plus interest, for outstanding “Ocean Freight and Related Charges”, USD500,000.00 plus interest, for loss profits and USD500,000.00 for security for arbitration fees and costs plus interest on the principal claims in the amount of USD600,000.00, which total up to the amount of approximately USD4,322,771.11. 

REC’s contention was that there is no basis for a Rule B Maritime Attachment and the Ex Parte Order for the Process of Maritime Attachment from the United States District Court Southern District Of New York was subsequently vacated on 8 July 2008. The period for Appeal by Bertling against the decision has since expired on 23 July 2008.
(e) Johor Bahru High Court
Originating Summons No. MT1-24-1749-2003: 

Mazlan Bin Aliman, Suhaizan Bin Kaiat and Salahuddin Bin Ayub (collectively known as the “Plaintiffs”) 

Menteri Besar of Johor and SAJ Holdings Sdn Bhd (“SAJH”) (collectively known as the “Defendants”)

On 8 September 2003, SAJH, a wholly-owned subsidiary of Ranhill Utilities Berhad (“RUBHD”), was served with an Originating Summons 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 is unlawful, void, unconditional and of no effect. 

On 30 November 2004, the Plaintiffs’ Originating Summons was struck out with costs by the Court. Subsequently, on 8 December 2004, the Plaintiffs filed an appeal against the said decision. 

On 1 January 2008, SAJH filed an application to strike out the Plaintiffs’ appeal for want of prosecution. No date of hearing of the appeal has been fixed yet.

SAJH’s solicitors are of the view that SAJH has good grounds to defend the claim and there is a high probability that the Plaintiffs’ appeal will be dismissed. 

(f) Johor Bahru High Court Civil Suit No. MT2-22-766-2007: 
Bukit Lenang Development Sdn Bhd (“Plaintiff”) 

Telekom Malaysia Berhad, Tenaga Nasional Berhad and SAJ Holdings Sdn Bhd (“SAJH”) (collectively known as the “Defendants”)

On 3 December 2004, SAJH, a wholly-owned subsidiary of RUBHD, was served with a Writ of Summons 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/or squatters at the Plaintiff’s lands based on the tort of trespass. 

SAJH’s solicitors have also filed an application to strike off the Plaintiff’s suit on the grounds that their claim is frivolous, vexatious or an abuse of the process of the court. The application is fixed for mention on 5 January 2009.

Further, the Plaintiff’s solicitors have filed an application to strike out the 1st Defendant’s Statement of Defence which was fixed for hearing on 5 January 2009.The Plaintiff’s application against the 2nd Defendant under Order 14A is fixed for decision on 19 September 2008. The 2nd Defendant’s application to strike out the Plaintiff’s claim is fixed for hearing on 5 January 2009.

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

(g) Johor Bahru High Court Suit No.: 22-918-2006

Southern Water Corporation Sdn Bhd (Judgment Creditor) – Plaintiff 


Syarikat Air Johor Sdn Bhd (Judgment Debtor) – Defendant


SAJ Holdings Sdn Bhd – Garnishee

On 12 December 2006, Southern Water Corporation Sdn Bhd sued Syarikat Air Johor Sdn Bhd for the Bulk Sales Rate, Fixed Monthly Payment and Interest for the sum of RM 75, 037,785.06 based on the Concession Agreement dated 31 May 1994 entered into between both Plaintiff and Defendant.


A summary judgment was entered against the Defendant on 11 June 2007 before Timbalan Pendaftar for the sum of RM73,037,785.06 (less the RM2million paid by Defendant during the disposal of this suit). The Defendant has filed Notice of Appeal to the Judge in Chambers on 14 June 2007 and the said appeal is now fixed for hearing on 3 December 2008.


The Defendant’s solicitors have also filed an application for stay of execution whereby an order for stay of execution was granted on the condition that the sum of RM36 million be deposited in Court by 14 December 2007. The Defendant obtained conditional stay of execution on summary judgement which is fixed for hearing on 3 December 2008.
 
Pursuant to the Summary Judgment, the Plaintiff has filed a Garnishment Proceeding against SAJH as the Garnishee and the Court on 19 December 2007 had ordered SAJH to pay the Plaintiff the sum of RM 42,930,281.91 within 30 days from date of the Order. Garnishee filed a notice of appeal which is fixed for hearing on 3 December 2008.


Garnishee’s application for stay of execution against the Order was dismissed on 5 March 2008. Garnishee then filed a notice of appeal to the Judge in Chambers which is fixed for hearing on 3 December 2008. 


Garnishee filed a fresh application vide summons in chambers before the High Court Judge for a stay of execution and an  application to adduce fresh evidence and the same are  fixed for hearing on 3 December 2008.


From the facts derived from the documents, Garnishee’s solicitors are of the view that there is reasonable probability of success that the Garnishee is able to set aside the summary order absolute and that the matter will proceed for trial.

25.
DIVIDENDS 

 The Directors do not recommend any interim dividend for the current quarter.

26. EARNINGS PER SHARE 

	
	4th Quarter 
	Cumulative Period

	Earnings per share
	Current Year Quarter

30/06/08
	Preceding Year Corresponding Quarter

30/06/07
	Current Year to-date

30/06/08
	Preceding Year to-date

30/06/07

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

Basic earnings per share

Weighted average

  number of ordinary

  shares in issue (‘000)

Basic earnings per share

  (sen)


	

(719,350)
 597,265

(120.44)


	25,538
597,265

4.28


	(690,478)
597,265

(115.61)


	116,833
597,265

19.56




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. 

27.        AUTHORISED FOR ISSUE

The interim financial statements were authorized for issue by the Board of Directors in accordance with a resolution of the Directors on 28 August 2008. 
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