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RANHILL BERHAD (430537-K)

INTERIM REPORT FOR THE THIRD QUARTER ENDED 31 MARCH 2009

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

The first and final net dividend for the financial year ended 30 June 2008 amounting to RM4,419,759 was paid on 18 February 2009.

8. SEGMENTAL REPORTING 

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

	

	Financial Year To-date 31/03/09


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

Adjustment
	Total

	REVENUE

External sales

Intersegment sales


	RM’000

1,005,983
10,291
	RM’000

161,352
0
	RM’000

476,529
11,780
	RM’000

3,189
284,155
	RM’000

0
(306,226)
	RM’000

1,647,053
0


	Total revenue
	1,016,274
	161,352
	488,309
	287,344
	(306,226) 
	1,647,053

	Segment results

Unallocated income

Profit from operations
	69,644

	55,002
	276,153
	231,879
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(260,214)
	372,464
12,397
384,861


	Percentage of segment results
	19%
	15%
	74%
	

62%
	(70%)
	100%


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

	

	Financial Year To-date 31/03/08


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

	REVENUE

External sales

Intersegment sales


	RM’000

800,449
11,036
	RM’000

106,686
0
	RM’000

466,267
9,140

	RM’000

222
26,105
	RM’000

0

(46,281)

	RM’000

1,373,624
0

	Total revenue
	811,485
	106,686
	475,407
	26,327
	(46,281)
	1,373,624

	Segment results

Unallocated income

Profit from operations
	2,652
	21,949
	292,298
	55,596
	(39,580)
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	332,915
36,277
369,192

	Percentage of segment results
	1%
	6%
	82%
	15%
	(11)%
	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.
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 31/03/09

	
	RM’000

	Bank guarantees facilities utilized by:
	

	· 
	third parties *
	1,517

	· 
	related parties *
	              42,814

	· 
	an unincorporated joint venture**
	43,677

	Total
	88,008


*   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. 

(b) 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.
12.
CAPITAL COMMITMENTS

Capital commitments not provided for in the financial statements as at 31 March 2009:

	
	As at 31/03/09

	
	RM’000

	Property, plant and equipment
	

	Approved and contracted for
	745,684

	Approved but not contracted for
	895,144

	Total
	           1,640,828


13.
REVIEW OF PERFORMANCE
The Group registered a turnover of RM540.2 million and a profit after tax of RM2.5 million for the quarter under review.  This lower result is mainly attributable to the finance cost from the USD bond and cost increases in Malaysian construction projects. However, the Group registered a Gross Profit of RM127.9 million for the quarter under review, an increase of RM28.1 million from RM99.8 million achieved in the preceding year’s corresponding quarter. 
14.
COMPARISON WITH PRECEDING QUARTER’S RESULTS 
The Group recorded consolidated revenue of RM540.2 million for the quarter under review. This is RM55.3 million lower than the immediate preceding quarter’s revenue of RM595.5 million, mainly due to lower contribution from Engineering & Construction division. 
A profit before tax of RM35.5 million was recorded for the quarter under review, lower by RM4.5 million compared to the preceding quarter profit before tax of RM40.0 million. This is mainly due to lower contribution from Ranhill Utilities.
15.
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 payments of interest and principal on the USD bond.

16.
PROFIT FORECAST/ PROFIT GUARANTEE 

Not applicable.
17.
TAXATION 
Taxation comprises the following: -

	Taxation
	Individual Quarter

3 months ended

31 March 2009
	Cumulative period 

9 months ended

31 March 2009

	Malaysia taxation:

  Current taxation

  Under provision

   in prior years

Foreign taxation:

   Current taxation

Deferred taxation

  Current taxation

  Over provision in prior years
	RM’000

7,104
681
1,178
9,709
(38)

	RM’000

16,862
(129)
13,613
34,823
(163)


	Total
	18,634
	65,006


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 March 2009
	Cumulative period 

9 months ended

31 March 2009

	PBT
	                    35,458 
	
	                    135,933 
	

	Tax
	(18,634)
	
	(65,006)
	

	effective tax rate
	52%
	
	48%
	

	
	
	
	
	

	At 25%
	 
	
	 
	

	
	Individual Quarter

3 months ended

31 March 2009
	Tax rate
	Cumulative period

9 months ended

31 March 2009
	Tax rate

	Tax at 25% against PBT
	8,865
	25%
	33,983
	25%

	Non-allowable expenses
	40,373
	114%
	67,878
	49%

	Tax incentive on exported      

    Services
	(16)
	0%
	(36)
	0%

	Non taxable revenue
	(25,114)  
	(71)%
	(38,439)  
	(28)%

	Unrecognised tax losses and 

   capital allowance
	(4,832)
	(14)%
	1,501
	1%

	Utilisation of tax losses and 

  capital allowances
	(3,754)
	(11)%
	(4,680)
	(3)%

	
	Individual Quarter

3 months ended

31 March 2009
	Tax rate
	Cumulative period

9 months ended

31 March 2009
	Tax rate

	Foreign tax
	1,178 
	3%
	13,613 
	10%

	Difference in tax rate 
	921
	3%
	(6,882)
	(5)%

	Over/(under) provision prior year
	681
	2%
	(129)
	0%

	Others
	332
	1%
	(1,804)
	(1)%

	
	18,634
	53%
	65,006
	48%


18.
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.
19.        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
	    
	        3,334

	
	
	
	

	(ii)
	At carrying value/book value as at 31.03.09
	
	        3,329

	
	
	
	

	(iii)
	At market value as at  6 May 2009
	
	        1,309


20. 
STATUS OF CORPORATE PROPOSALS
Following is the status of the Group’s corporate proposals announced but not completed as at the latest practicable date:

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 June 2009.
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21.
GROUP BORROWINGS AND DEBT SECURITIES
As at 31 March 2009, 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)
	-   
	
	1,206,551 
	 * 
	-   
	 
	-   
	 
	1,206,551 

	Bank overdrafts
	                 5,734 
	
	   -   
	 
	         31,157 
	 
	                -   
	 
	         36,891 

	Bankers acceptance/Trust Receipts 
	44,842           
	
	      - 
	 
	         723
	 
	                -   
	 
	45,565 

	USD220 million nominal value guaranteed notes
	                 -   
	
	       789,012 
	 
	               -   
	 
	                -   
	 
	       789,012 

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

	Local bills discounted
	                 -   
	
	 -   
	 
	-           
	 
	                -   
	 
	- 

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

	Revolving credits 
	          31,000 
	
	-              
	 
	         12,000
	 
	                -   
	 
	         43,000 

	Bridging loan
	35,381
	
	-
	
	-
	
	-
	
	35,381

	Term loan (iv)
	                 -   
	
	       852,137 
	*


	               -   
	 
	                -   
	 
	       852,137 

	Term loan (v)
	            2,911 
	
	        667 
	 
	               -   
	 
	                -   
	 
	           3,578 

	Term loan (vi)
	            837
	
	         5,798 
	  
	               -   
	 
	                -   
	 
	6,635 

	Term loan (vii)
	- 
	
	- 
	 
	             89
	 
	              289
	 
	378

	Other term loans           
	            22,652
	
	- 
	 
	- 
	 
	1,824
	 
	           24,476 

	Turnkey Payment (viii)
	16,996
	*
	-
	*
	-
	
	-
	
	16,996

	Term loan (ix)
	141
	
	6,936
	
	
	
	
	
	7,077

	Term loan (x)
	24,162
	
	4,881
	
	
	
	
	
	29,043

	Sub-total
	199,656          
	
	    3,378,816 
	 
	43,969       
	 
	           13,713
	 
	     3,636,154 

	
	
	
	
	
	
	
	
	
	

	Hire-purchase and Finance lease
	2,133 
	
	2,443
	 
	 
	 
	 
	 
	4,576       

	Finance lease payables SPV(xi)
	20,226
	
	453,729
	
	
	
	
	
	473,955

	Total Borrowing
	222,015          
	
	3,834,988 
	 
	43,969       
	 
	13,713
	 
	4,114,685 



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
	-
24,162
837
211
141
-

              
	-
4,881
5,798

-  

6,936
789,013
	          -

89
-

-

-

-

                 
	           -

289
-

-

-

-




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 RM1,037.2 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 RM378.3 million, the gearing ratio of the group stands at 2.74 times.

22.
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 was terminated on 30 March 2009 at a settlement amount of USD5.875 million.
23. 
MATERIAL LITIGATION 
Save for the material litigation disclosed earlier and as disclosed below, the Group is not engaged in any litigation, claims or arbitration, either as plaintiff or defendant, which has or will have a material effect on our financial position or our business, and our directors are not aware of any proceedings, pending or threatened, against our Group or of any facts likely to give rise to any proceedings which might materially affect the position or business of our Group nor is there any material development to such material litigation:-

(a)
Winding Up Petition under Section 218 of the Companies Act 1965 by KJ Engineering Sdn Bhd (“KJE”) against Ranhill Engineers and Constructors Sdn Bhd (“REC”)

Ranhill Engineers and Constructors Sdn. Bhd. (“REC”) (a wholly owned subsidiary of RB) has been served a winding up petition by KJE. 

The claim is for RM1,205,983.04 for works carried out for REC in relation to a sub-contract for the supply, installation, testing and commissioning of  air conditioning and mechanical ventilation system for the Serdang Hospital Project. 

REC’s lawyers have advised that the said petition is defective in nature and an abuse of the court processes. On 30 April 2009, REC filed an application to strike out the said petition. On 8 May 2009, the court dismissed the winding up petition with costs. 
 (b)
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”)

SAJH’s application to strike out the Plaintiff’s claim was dismissed by the Court on 21.04.2009. 

The summary judgment application against Tenaga Nasional Berhad, the 2nd Defendant, was withdrawn by the Plaintiff in March 2009 and likewise the 2nd Defendant has also withdrawn their application to strike out the Plaintiff's claim.

The case is now fixed for hearing of the pre-trial case management on 30 June 2009.

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

Southern Water Corporation Sdn Bhd (Judgment Creditor) – Plaintiff 


Syarikat Air Johor Sdn Bhd (Judgment Debtor) a company wholly owned by Johor state – Defendant

SAJ Holdings Sdn Bhd (“SAJH”) – Garnishee

A summary judgment was entered against the Defendant in June 2007 for RM73,037,785.06 .The Defendant filed a Notice of Appeal which was fixed for hearing on 19 June 2009.

The Defendant’s solicitors filed an application for stay of summary judgment.

The Plaintiff filed a Garnishment Proceeding against SAJH and in December 2007 the Court ordered SAJH to pay the Plaintiff RM 42,930,281.91 within 30 days from date of that Order. SAJH filed an application for a stay of execution which has been fixed for hearing on 19 June 2009
 24.
DIVIDENDS 

 The Directors do not recommend any interim dividend for the current quarter.
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25.
EARNINGS PER SHARE 

	
	3rd Quarter 
	Cumulative Period

	Earnings per share
	Current Year Quarter

31/03/09
	Preceding Year Corresponding Quarter

31/03/08
	Current Year to-date

31/03/09
	Preceding Year to-date

31/03/08

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

Basic earnings per share

Weighted average

  number of ordinary

  shares in issue (‘000)

Basic earnings per share

  (sen)
	
   2,454
 597,265

0.41
	(31,703)
597,265

(5.31)

	          6,017 
597,265

1.01

	28,872
597,265

4.83



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. 

26. 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 22 May 2009. 
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