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RANHILL BERHAD (430537-K)

INTERIM REPORT FOR THE SECOND QUARTER ENDED 31 DECEMBER 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 2008.

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 2008 except for the change set out below: 

The group has determined to adopt the economic entity model (as listed below) on transactions dealing with minority interests.

For purchases from minority interests, the difference between any consideration paid and the relevant share of the carrying value of net assets of the subsidiary acquired is deducted from equity. Gains or losses on disposals to minority interests are also recorded in equity. For disposals to minority interests, differences between any proceeds received and the relevant share of minority interests are also recorded in equity.

This change in accounting policy is not expected to have any material effect on the results of the group for the year ending 30 June 2009.

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
There were no unusual items.

5.
CHANGES IN ESTIMATES
There were no materials 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 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 31/12/08



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

Adjustment
	Total

	REVENUE

External sales

Intersegment sales


	RM’000

676,750
867
	RM’000

107,666
0
	RM’000

319,177
7,331
	RM’000

3,265
243,996
	RM’000

0
(252,194)
	RM’000

1,106,858
0


	Total revenue
	677,617
	107,666
	326,508
	247,261
	(252,194) 
	1,106,858

	Segment results

Unallocated income

Profit from operations
	57,969

	29,396
	190,186
	201,383
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(228,513)
	250,421
10,212
260,633

	Percentage of segment results
	23%
	12%
	76%
	

80%
	(91%)
	100%


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

	

	Financial Year To-date 31/12/07


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

	REVENUE

External sales

Intersegment sales


	RM’000

560,622
1,843
	RM’000

72,494
0
	RM’000

310,959
6,167

	RM’000

119
18,518
	RM’000

0

(26,528)

	RM’000

944,194
0

	Total revenue
	562,465
	72,494
	317,126
	18,637
	(26,528)
	944,194

	Segment results

Unallocated income

Profit from operations
	30,713
	16,133
	203,310
	7,233
	8,111
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	265,500
18,122
283,622

	Percentage of segment results
	12%
	6%
	76%
	3%
	3%
	100%


*   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 has been brought forward without any amendments from the previous financial statements.

10. SUBSEQUENT MATERIAL EVENTS 

There are no subsequent material events for the quarter in review.

11.
CHANGES IN THE COMPOSITION OF THE GROUP 
On 5 August 2008, Ranhill Power Sdn Bhd (“Ranhill Power”) completed the disposal of a 20.0% interest in the ordinary share capital of Ranhill Powertron Sdn Bhd (“RP”) as well as a 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. Ranhill Power retained a 60% interest in both the ordinary share capital of RP I and the Convertible Unsecured Loan Stock.
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 31/12/08

	
	RM’000

	Bank guarantees facilities utilized by:
	

	· 
	third parties *
	1,517

	· 
	related parties *
	              51,235

	· 
	an unincorporated joint venture**
	41,521

	
	
	

	Total
	94,273


*   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.

**  the bank guarantee is secured against the joint venture’s project proceeds. The bank guarantee has been reduced to RM41,521,413 (USD11,974,542) with effect from 22 October 2008.

(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 31 December 2008:

	
	As at 31/12/08

	
	RM’000

	Property, plant and equipment
	

	Approved and contracted for
	879,181

	Approved but not contracted for
	947,568

	Total
	           1,826,749


14.
REVIEW OF PERFORMANCE 
The Group registered a turnover of RM595.5 million and a profit after tax of RM0.2 million for the quarter under review.  This lower result is mainly attributable to the finance cost from the USD bond, unrealized foreign exchange losses and cost increases in Malaysian construction projects. However, the Group registered a Gross Profit of RM139.0 million for the quarter under review, an increase of RM2.1 million from RM 136.9 million achieved in the preceding year’s corresponding quarter. 
15.
COMPARISON WITH PRECEDING QUARTER’S RESULTS 
The Group recorded consolidated revenue of RM595.5 million for the quarter under review. This is RM84.2 million higher than the immediate preceding quarter’s revenue of RM511.3 million, mainly due to a higher revenue contribution from the E&C division. 
A profit before tax of RM40.3 million was recorded for the quarter under review, lower by RM20.2 million compared to the preceding quarter profit before tax of RM60.5 million. This is mainly due to the finance cost from the USD bond, unrealized foreign exchange losses and cost increases in Malaysian construction projects.
16.
FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS 
The water and power business have and will continue to provide steady and recurring revenue, income and cash flow to the Group in the future. The Group is also continually developing its water, power and toll highway businesses by capitalizing on its strengths in these sectors.

In addition, the Group expects continuing strong growth from Ranhill WorleyParsons Sdn Bhd as it further enhances its world class skill set and benefits from its lower cost base compared to its international competitors.
The Group is also exposed to fluctuations in the exchange rate of the US Dollar and Malaysian Ringgit particularly in respect of paymens of interest and principal on the USD bond.

17.
PROFIT FORECAST/ PROFIT GUARANTEE 

Not applicable.
18.
TAXATION 
Taxation comprises the following: -

	Taxation
	Individual Quarter

3 months ended

31 December 2008
	Cumulative period 

6 months ended

31 December 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

4,304
(810)
1,513
13,379
(125)

	RM’000

9,758
(810)
12,435
25,114
(125)


	Total
	18,261
	46,372


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

31 December 2008
	Cumulative period 

6 months ended

31 December 2008

	PBT
	                    39,967 
	
	                    100,476 
	

	Tax
	(18,261)
	
	(46,372)
	

	effective tax rate
	46%
	
	46%
	

	
	
	
	
	

	At 26%
	 
	
	 
	

	
	Individual Quarter

3 months ended

31 December 2008
	Tax rate
	Cumulative period

6 months ended

31 December 2008
	Tax rate

	Tax at 26% against PBT
	10,391
	26%
	26,123
	26%

	Non-allowable expenses
	14,522
	36%
	27,505
	27%

	Tax incentive on exported      

    Services
	(12)
	0%
	(20)
	0%

	Non taxable revenue
	(6,950)  
	(17)%
	(13,325)  
	(13)%

	Unrecognised tax losses and 

   capital allowance
	2,977
	7%
	6,332
	6%

	Utilisation of tax losses and 

  capital allowances
	(284)
	(0)%
	(926)
	(1)%

	
	Individual Quarter

3 months ended

31 December 2008
	Tax rate
	Cumulative period

6 months ended

31 December 2008
	Tax rate

	Foreign tax
	1,513 
	4%
	12,435 
	12%

	Difference in tax rate 
	(1,632)
	(4)%
	(8,807)
	(9)%

	Over/(under) provision prior year
	(810)
	(2)%
	(810)
	(1)%

	Others
	(1,454)
	(4)%
	(2,135)
	(2)%

	
	18,261
	46%
	46,372
	46%


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 is as follows:

	Investment in quoted securities
	
	RM’000

	
	
	

	(i)
	At cost
	    
	        3,496

	
	
	
	

	(ii)
	At carrying value/book value as at 31.12.08
	
	        3,492

	
	
	
	

	(iii)
	At market value as at  11 February 2009
	
	       1,335


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 RM200,810,000  nominal value of the ICULS and the final tranche of RM14,190,000 is to be subscribed on  30 March 2009.


                 [THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
22.
GROUP BORROWINGS AND DEBT SECURITIES
As at 31 December 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)
	-   
	
	1,203,116 
	 * 
	-   
	 
	-   
	 
	1,203,116 

	Bank overdrafts
	                 24,694 
	
	   -   
	 
	         37,432 
	 
	                -   
	 
	         62,126 

	Bankers acceptance/Trust Receipts 
	24,087           
	
	      - 
	 
	         1,902 
	 
	                -   
	 
	25,989 

	USD220 million nominal value guaranteed notes
	                 -   
	
	       747,979 
	 
	               -   
	 
	                -   
	 
	       747,979 

	Convertible Unsecured Loan Stocks (ii)
	                 -   
	
	               -   
	 
	               -   
	 
	           11,600 
	  
	           11,600 

	Local bills discounted
	                 -   
	
	 -   
	 
	-           
	 
	                -   
	 
	- 

	Islamic Medium Term Notes (iii)
	                 15,000   
	*
	        512,835
	* 
	               -   
	 
	                -   
	 
	       527,835 

	Revolving credits 
	          34,469 
	
	-              
	 
	         12,000
	 
	                -   
	 
	         46,469 

	Bridging loan
	35,381
	
	-
	
	-
	
	-
	
	35,381

	Term loan (iv)
	                 -   
	
	       791,949 
	*


	               -   
	 
	                -   
	 
	       791,949 

	Term loan (v)
	            3,720 
	
	          3,324 
	 
	               -   
	 
	                -   
	 
	           7,044 

	Term loan (vi)
	            1,588
	
	         11,392 
	  
	               -   
	 
	                -   
	 
	         12,980 

	Term loan (vii)
	- 
	
	- 
	 
	             159
	 
	              598
	 
	757

	Other term loans           
	            25,054
	
	- 
	 
	- 
	 
	- 
	 
	           25,054 

	Turnkey Payment (viii)
	15,579
	*
	4,957
	*
	-
	
	-
	
	20,536

	Term loan (ix)
	260
	
	12,801
	
	
	
	
	
	13,061

	Term loan (x)
	18,311
	
	9,272
	
	
	
	
	
	27,583

	Sub-total
	198,143          
	
	    3,297,625 
	 
	51,493       
	 
	           12,198
	 
	     3,559,459 

	
	
	
	
	
	
	
	
	
	

	Hire-purchase and Finance lease
	2,378 
	
	3,067
	 
	 
	 
	 
	 
	5,445       

	Finance lease payables SPV(xi)
	-
	
	445,784
	
	
	
	
	
	445,784

	Total Borrowing
	200,521
	
	3,746,476
	 
	51,493
	 
	12,198
	 
	4,010,688


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

Term loan – Chinese Renminbi

USD220 million nominal value guaranteed notes
	-
18,311
1,588
454
260
-

              
	-
9,272
11,392

-  

12,801
747,979
	          -

159
-

-

-

-

                 
	           -

598
-

-

-

-




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 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. 

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

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

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

(xi) 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 RM1,021.5 million (excluding the non-recourse project finance loans and finance lease of Ranhill Utilities arising from the WSA and lease agreement) and the group’s shareholders’ funds of RM459.7 million, the gearing ratio of the group stands at 2.22 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 in our previous quarterly reports and hereunder (including such other material development in relation thereto), neither the Company nor its subsidiaries has been or is involved in any material litigation, either as plaintiff or defendant: 

(a)
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”) 

V

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

On 1 January 2008, SAJH filed an application to strike out the Plaintiffs’ appeal for want of prosecution. The said application came up for hearing on 5 February 2009 whereby the Court had allowed for the application to be strike out pending the extraction of the Order from the Court.

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

V

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


On 18 February 2009 hearing, on SAJH’s application to strike out the Plaintiff’s suit on the grounds that their claim is frivolous, vexatious or an abuse of the process of the court, the Learned Judicial Commissioner has directed the parties to file their respective written submission and replies within the deadlines provided, whereupon the decision is fixed for 16 April 2009.
25.
DIVIDENDS 

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

26. EARNINGS PER SHARE 

	
	2nd Quarter 
	Cumulative Period

	Earnings per share
	Current Year Quarter

31/12/08
	Preceding Year Corresponding Quarter

31/12/07
	Current Year to-date

31/12/08
	Preceding Year to-date

31/12/07

	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)
	
   258
 597,265

0.04
	39,189
597,265

6.56

	        3,563
597,265

0.60 

	60,574
597,265

10.14



The calculation of basic earnings per share is based on the net profit attributable to ordinary shareholders divided by the weighted average number of shares in issue during the quarter and financial year to-date. 

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 26 February 2009. 
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