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 RAMUNIA HOLDINGS BERHAD (634775-D)


INTERIM REPORT FOR THE FOURTH QUARTER ENDED 31 OCTOBER 2008

EXPLANATORY NOTES

1. ACCOUNTING POLICIES

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standards (“FRS”) 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 31 October 2007.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 October 2007.

2. CHANGES IN ACCOUNTING POLICIES

The significant accounting policies adopted are consistent with those of the audited financial statements for the financial year ended 31 October 2007 except for the adoption of the following new/revised FRS effective for the Group and the Company for the financial period beginning on or after 1 November 2007 are as follows:-
	1
	Amendment to FRS 121
	The Effects of Changes in Foreign Exchange Rates Net Investment in Foreign Operation

	2
	IC Interpretation 1
	Changes in Existing Decommissioning, Restoration and Similar Liabilities

	3
	IC Interpretation 2
	Members’ Shares in Co-operative Entities and Similar Instruments

	4
	IC Interpretation 5
	Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

	5
	IC Interpretation 6
	Liabilities arising from Participating in a Specific Market Waste Electrical and Electronic Equipment

	6
	IC Interpretation 7
	Applying the Restatement Approach under FRS1292004 Financial Reporting in Hyperinflationary Economies

	7
	IC Interpretation 8
	Scope of FRS 2

	8
	FRS 107
	Cash Flow Statement

	9
	FRS 111
	Construction Contracts

	10
	FRS 112
	Income Tax

	11
	FRS 118
	Revenue

	12
	FRS 120
	Accounting for Government Grants and Disclosure of Government Assistance

	13
	FRS 134
	Interim Financial Reporting

	14
	FRS 137
	Provisions, Contingent Liabilities and Contingent Assets


These new/revised IC’s Interpretation and FRS’s are not expected to have any material financial impact on the financial statements of the Group upon their initial application except for FRS 112 which have been early adopted during the prior financial year end. 

3. AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS

The auditors’ report on the financial statements of the Company and its subsidiaries for the financial year ended 31 October 2007 were not qualified.

4. SEASONALITY OR CYCLICALITY OF OPERATIONS

The businesses of the Group are not materially affected by seasonal or cyclical factors.
5. UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE
There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the quarter and financial year-to-date.
6. CHANGES IN ESTIMATES 

There were no material changes in estimates of amounts reported in prior quarters of the current financial year or changes in estimates of amounts reported in prior financial years that may have a material effect in the current quarter.
7. ISSUANCES, CANCELLATIONS, REPURCHASES, RESALE AND REPAYMENT OF DEBT AND EQUITY SECURITIES

The issued and paid up capital of the Company increased from 324,735,279 ordinary shares of RM0.50 each, as at 31 October 2007 to 562,191,464 ordinary shares of RM0.50 each, as at 31 October 2008, vide the following exercises: -
a) Issuance of a Renounceable Restricted Share Issue of up to 68,400,000 new ordinary shares of RM0.50 each at a fixed price of RM1.00 each to all shareholders of Ramunia save for Ramunia Energy & Marine Corporation Sdn Bhd and its related parties on a pro-rata basis of their respective shareholdings in Ramunia.  A total of 54,959,435 shares were issued under the Renounceable Restricted Share Issue;
b) Issuance of a total of 8,496,750 ordinary shares of RM0.50 under the Employees Share Option Scheme at an option price of RM0.56 (3,100,750 new ordinary shares of RM0.50 each); RM1.03 (181,250 new ordinary shares of RM0.50 each); RM1.05 (2,613,000 new ordinary shares of RM0.50 each); RM1.06 (185,500 new ordinary shares of RM0.50 each) and RM1.33  (2,416,250 new ordinary shares of RM0.50 each); 
c) Conversion of a total of 164,000,000 Irredeemable Convertible Unsecured Loan Stocks (ICULS) into 164,000,000 ordinary shares of RM0.50 each;  and
d) Conversion of 10,000,000 Warrants to ordinary shares of RM0.50 each, listed on 31 July 2008.
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8. UTILISATION OF PROCEEDS RAISED FROM CORPORATE PROPOSALS
As at the Closing Date on 11 January 2008, a total of RM54.959 million Restricted Shares Issues were subscribed for under the Restricted Issue.

The utilization from the Restricted Shares Issue are as follows:-

	Purpose
	Proposed

Utilisation
	Actual

Utilisation
	Intended Timeframe for Utilisation
	Deviation
	Explanations

	
	RM’000
	RM’000
	
	RM’000
	%
	

	Modernisation Plan in respect of the Property
	33,900
	33,900
	Utilised
	-
	-
	

	Working Capital
	15,706
	15,706
	Utilised
	-
	-
	

	Estimated costs and expenses associated with the Acquisition and Restricted Issue
	5,353
	5,353

	Utilised
	-
	-
	

	TOTAL
	54,959
	54,959
	
	
	
	


9. DIVIDENDS PAID

No dividend was paid during the current quarter and financial year to-date.

10. SEGMENTAL REPORTING

The segmental analysis of the Group for the financial year to-date is as follows:-
	By Activities
	Financial Year To-Date 31 October 2008 (All figures in RM’000)

	
	Oil & Gas
	Crane Manufacturing
	Investment Holdings
	Others
	Elimination
	Total

	
	
	
	
	
	
	

	Revenue

	 361,391
	20,914
	8,200
	7,053
	(36,694)
	360,864

	Profit/(Loss) before Tax
	(266,606)
	(6,931)
	(21,290)
	(1,626)
	(18,459)
	(314,912)

	
	
	
	
	
	
	


	By Activities
	Financial Year To-Date 31 October 2007 (All figures in RM’000)

	
	Oil & Gas
	Crane Manufacturing
	Investment Holdings
	Others
	Elimination
	Total

	
	
	
	
	
	
	

	Revenue
	621,222
	10,772
	8,215
	1
	(27,335)
	612,875

	Profit/(Loss) before Tax
	32,202
	817
	(6,674)
	(1,840)
	-
	24,505

	
	
	
	
	
	
	


11. VALUATION OF PROPERTY, PLANT AND EQUIPMENT
The valuation of land and building have been brought forward without any amendments from the previous financial statements.
12. SUBSEQUENT MATERIAL EVENT

There were no material events subsequent to the end of the quarter under review.

13. CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current quarter and financial year-to-date ended 31 October 2008.

14. CONTINGENT LIABILITIES AND CONTINGENT ASSETS
The contingent liabilities of the Group comprise the following:-

	
	As at 31/10/08

	
	Group
	Company

	
	RM’000
	RM’000

	Potential litigation and claim, inclusive of interest thereon
	13,756
	

	
	
	

	Letters of Guarantee issued to financial institutions for credit facilities granted to a subsidiary company
	-
	571,337

	
	13,756
	571,337


The Board is of the opinion that the outcome of the litigation claim will be favorable to the Group but as a matter of prudence the claim has been disclosed under contingent liabilities.
A subsidiary, Ramunia Fabricators Sdn. Bhd. made a claim of RM156.66 million (2007:RM Nil) against its client in respect of a fabrication job awarded in 2005.  From recent developments during negotiations with the client, the subsidiary considers that this claim is probable to be met partially.   
15. REVIEW OF PERFORMANCE

For the quarter under review, the Group achieved a turnover of RM89.185 million and a loss after tax of RM73.625 million compared to the previous quarter of RM81.324 million and RM216.223 million respectively.  This represents an improvement in turnover of RM7.861 million (9.67%) and loss after tax of RM145.60 million (65.95%).

The loss after tax for the quarter under review arises mainly from lower turnover, cost incurred for cancelled projects, impairment of goodwill and also higher operating cost arising from the yard modernization and preparation for expansion programs.  
For financial period ended 31 October 2008, total turnover amounted to RM360.86 million and loss after tax of RM283.23 million.  This represent a decrease of RM252.01 million and RM304.3 million in turnover and profit after tax respectively compared to the financial year ended 31 October 2007.

The loss incurred in the current financial year was mainly due to project cost over-run, foreign exchange losses, provision of diminution of investment, cost incurred for cancelled project, impairment of goodwill and higher operating cost incurred from the yard modernization and in anticipation of increase work orders. 
16. COMPARISON WITH PRECEEDING YEAR QUARTER’S RESULTS

For the period under review, the Group incurred a loss after taxation of RM73.63 million compared to the preceding year quarter profit after taxation of RM2.75 million. The lower profit after tax for the current quarter was mainly due to the cost incurred for cancelled projects, impairment of goodwill and also increased operating cost arising from the yard modernization and preparation for expansion programs.  

17. FACTORS THAT INFLUENCE THE GROUP’S PROSPECTS
The Group will remain focused on its core business of fabrication of offshore oil and gas related structures and other related works.  Emphasis will be placed on improvement of key internal processes and implementation of cost rationalization programs to overcome the higher production cost and competitiveness faced by the industry. 
Barring any unforeseen circumstances, the Board of Directors are optimistic on the future business direction of the Group arising from the steady investments by oil majors in new oil fields, both locally and overseas.  This will contribute positively to the operational performance and financial position of the Group’s future.
18. PROFIT FORECAST/PROFIT GUARANTEE

Not applicable.
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19. TAXATION

Taxation comprises the following: -
	Taxation
	Individual Quarter

3 months ended 31 October 2008 (RM’000)
	Cumulative period

12 months ended 31 October 2008 (RM’000)

	Malaysian Taxation:
	
	

	  Current taxation
	(30,700)
	(30,700)

	  (Over)/Under provision in prior year/period
	(991)
	(983)

	
	
	

	Foreign Taxation
	
	

	  Current Taxation
	0
	0

	
	
	

	Deferred taxation
	
	

	  Current taxation
	0
	0

	  Over provision in prior years
	0
	0

	
	
	

	Total
	(31,691)
	(31,683)


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 October 2008 (RM’000)
	Cumulative period

12 months ended 31 October 2008 (RM’000)

	Profit/(Loss) before tax
	(105,316)
	(314,912)

	Tax
	31,691
	31,683

	Effective tax rate
	(30.1)
	(10.1%)

	
	
	


At 26%

	
	Individual Quarter

3 months ended 31 October 2008 (RM’000)
	Tax Rate
	Cumulative period

12 months ended 31 October 2008 (RM’000)
	Tax Rate

	Tax at 26% against PBT
	(27,382)
	(26%)
	(81,877)
	(26%)

	Non allowable expenses
	10,198
	10%
	17,052
	5%

	Non taxable revenue
	0
	0%
	0
	0%

	Unrecognised tax losses and capital allowances
	1,228
	1%
	34,474
	11%

	Utilisation of tax losses and capital allowances
	(163)
	0%
	(349)
	0%

	Provision for Deferred Tax
	(14,581)
	(14%)
	-
	-

	(Over)/under provision prior year/period
	(991)
	(1%)
	(983)
	0%

	
	(31,691)
	(30.1%)
	(31,683)
	(10.1%)


20. SALE OF UNQUOTED INVESTMENT AND/OR PROPERTIES
There was no sale of unquoted investments and/or properties for the financial year to-date.

21. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There were no purchases or sales of quoted securities for the financial year to-date.

22.
STATUS OF CORPORATE PROPOSALS
(i)
On 30 December 2008, an application has been made to the Securities Commission (“SC”) to further extend up to 31 March 2009  for Ramunia to rectify the unapproved structures on the Land as Ramunia had vide letter dated 23 October 2008 submitted the application of Certificate of Fitness to Majlis Daerah Kota Tinggi.
(ii)
The Company had on 18 January 2008 received an offer letter dated 18 January 2008 from MSE Holdings Sdn Bhd (“MSE” or “Vendor”) a wholly owned subsidiary of MISC Berhad to dispose off MSE’s entire equity interest in its wholly owned subsidiary, Malaysia Marine and Heavy Engineering Sdn Bhd to the Company for a total consideration of RM3.2 billion to be satisfied by the issuance of new ordinary shares of RM0.50 each and new Irredeemable Convertible Preference Shares (“Offer”) of Ramunia (“Proposed Acquisition”).

On 21 January 2008, the Company accepted the Offer by executing a Conditional Sale and Purchase of Shares Agreement (“SPA”) with the Vendor in respect of the Proposed Acquisition.  The Company also proposed to undertake the following:-
(a) Proposed increase in the authorized share capital from RM855.0 million to RM5,000.0 million; and 

(b) Proposed amendments to the Memorandum and Articles of Association of Ramunia

 In conjunction with the Proposed Acquisition, MSE proposes the following:

(i)
Proposed Renounceable offer for sale of 82,000,000 Ramunia Shares (“Offer Shares”) to the other entitled shareholders of Ramunia at an offer price of RM1.00 per Offer Share (“Proposed ROS”); and

(ii) Proposed exemption for MSE and its parties acting in concert with it from the obligation to undertake a mandatory general offer for the remaining securities of Ramunia which are not held by MSE and persons acting in concert with it upon completion of the Proposed Acquisition (“Proposed Exemption”).

In conjunction with the Proposed Acquisition, Ramunia proposes to undertake the transfer of the listing of and quotation for its entire enlarged issued and paid-up share capital from the Second Board to the Main Board of Bursa Malaysia Securities Berhad.
On 30 May 2008, the Company had submitted the application in relation to the Proposals to the Securities Commission (“SC”), Equity Compliance Unit of the SC (pursuant to the Guidelines on the Acquisition of Interests, Mergers and Take-overs by Local and Foreign Interests issued by the Foreign Investment Committee), the Take-over and Mergers Department of the SC and Ministry of International Trade and Industry.

On 26 June 2008, SC had approved the appointment of AmInvestment Bank Berhad to act as Independent Adviser in respect of the Proposed Exemption.
On 15 August 2008, SC had informed that the Proposed Exemption shall only be given consideration upon the fulfillment of the following conditions:-

STATUS OF CORPORATE PROPOSALS (Cont’d)
(i) Approval from the independent holders of voting shares of Ramunia, on a poll in a general meeting in which the interested parties are to abstain from voting.  The results of the poll has to be confirmed by an independent auditor;

(ii) Provision is made for the shareholders of Ramunia for competent independent advise regarding the Proposed Exemption.  The appointment of the independent adviser and the independent advice circular to the shareholders are to be first approved and consented by the SC; and

(iii) MSE and its parties acting in concert are to submit declarations (to be furnished after the general meeting) addressed to the SC, attesting that they have not purchased any shares in Ramunia subsequent to the discussion in relation to the Proposals (the date of the discussion is to be stated in the declarations) and until the granting of the Proposed Exemption by the SC (if so decided).

On 26 August 2008, the Ministry of International Trade and Industry had granted its approval to the Proposals subject to the approval of the SC and compliance with the Guidelines on the Acquisition of Interests, Mergers and Take-overs by Local and Foreign Interests issued by the Foreign Investment Committee.

On 16 September 2008, SC approval obtained. The approval of the SC is conditional upon the 
following:-

(a) RHB Investment Bank Berhad/Ramunia to disclose the following information in the circular to shareholders and the abridged prospectus to be issued pursuant to the Proposals:

· The basis/justifications of the purchase consideration of MMHE; and

· The benefits of the Proposals to Ramunia and MISC Berhad.

(b)
The vendor is not allowed to sell, transfer or assign 50% of the Consideration Shares and ICPS B for one (1) year from the date the shares are listed on Bursa Malaysia, as follows:

	Vendor
	Type of Securities
	Total consideration securities
	Securities under moratorium
	% of consideration securities issued

	MSE
	Consideration Shares
	1,400,000,000
	700,000,000
	50%

	
	ICPS B
	3,600,000,000
	1,800,000,000
	50%


(c)
RHB Investment Bank Berhad/Ramunia to fully comply with the relevant requirements under the Guidelines on the Offering of Equity and Equity-linked Securities pertaining to the implementation of the Proposals; and

(d)
RHB Investment Bank Berhad/Ramunia to inform SC of the completion of the Proposals.

On 29 September 2008, Ramunia announced that the Board had deliberated on the conditions imposed by SC vide its conditional approval dated 16 September 2008 and had accepted and to comply with the conditions.

On 24 November 2008, MSE Holdings Sdn Bhd elected to terminate the Sales and Purchase Agreement dated 21 January 2008 as supplemented by the Supplement Agreement dated 20 September 2008. 

23.
GROUP BORROWINGS
The Group’s borrowings as at 31 October 2008 are as follows:-

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	SHORT TERM BORROWINGS
	
	
	

	Bank overdraft
	37,746
	-
	37,746

	Revolving credits
	61,654
	-
	61,654

	Trust receipts
	7,123
	-
	7,123

	
	106,523
	-
	106,523

	Finance payables (hire purchase)
	63
	-
	63

	Term loans
	28,629
	-
	28,629

	
	135,215
	-
	135,215

	
	
	
	

	LONG TERM BORROWINGS
	
	
	

	Finance payable (hire purchase)
	356
	-
	356

	Term loans
	194,794
	40,000
	234,794

	
	195,150
	40,000
	235,150

	TOTAL BORROWINGS
	330,365
	40,000
	370,365


24.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no off balance sheet financial instruments as at 31 October 2008.

25.
CHANGES IN MATERIAL LITIGATION

Save as disclosed below, the Company is not engaged in any litigation, claims or arbitration, either ass plaintiff or defendant, which has or will have a material effect on the financial position on our business, and your Directors are not aware of any proceedings, pending or threatened, against the company and/or any of the company’s subsidiaries or of any facts likely to give rise to any proceedings which might materially affect the position or business of  the Group:

(a) Ingress Fabricators Sdn. Bhd. vs Ramunia Fabricators Sdn. Bhd

 (Guaman Sivil No.:S7-22-147-2007)

The matter was fixed for case management on 24 December 2008.  A further case management is now fixed on 26 March 2009.
(b) Ingress Fabricators Sdn. Bhd. vs Ramunia Fabricators Sdn. Bhd

 (Guaman Sivil No.:   S2-22-424-2007)

The matter is fixed for next case management on 21 January 2009.

Based on our solicitors’ advice, the Board is of the opinion that the outcome of the litigation claim will be favorable to the Company.

CHANGES IN MATERIAL LITIGATION (Cont’d)
 (c)
Sigur Ros Sdn. Bhd. vs Ramunia Fabricators Sdn. Bhd 

              (i) (Guaman Sivil No.:   S3-22-662 TAHUN 2008)


Sigur Ros has taken this legal action to claim for RM 1,531,350.00 for goods delivered and services rendered.


Statement of defence has been filed and the matter is fixed for hearing on 14 January 2009
              (ii) (Guaman Sivil No.:   S3-22-663 TAHUN 2008)


Sigur Ros has taken this legal action to claim for RM 413,250.00 for goods delivered and services rendered.

Statement of defence has been filed. 


(d)
Promet vs Ramunia Fabricators Sdn Bhd
(Guaman Sivil No. MT3-22-650-2008)

Promet is claiming for an alleged trespass on their land and claiming for RM6,088,973.31 damages. Our solicitor’s is of the opinion that the claim is without basis. Statement of defence has been filed.

26.
DIVIDENDS

The Board of Directors does not recommend the payment of dividends for the current quarter under review.

27.
EARNINGS PER SHARE

	Earnings per share (“EPS”)
	4th Quarter
	Cumulative Period

	
	Current Year Quarter

31/10/08
	Preceding Year Corresponding Quarter

31/10/07
	Current Year to-date

31/10/08
	Preceding Year-to-date

31/10/07

	Profit/(Loss) attributable to equity holders of parent (RM’000)
	(71,396)
	1,995
	(279,833)
	20,667

	Weighted average number of ordinary shares in issue (‘000)
	516,876
	261,482
	516,876
	261,482

	Basic EPS (sen)
	(13.81)
	0.76
	(54.14)
	7.90

	
	
	
	
	

	Adjusted profit attributable to equity holder of parent 
	-
	2,814
	-
	21,487

	Adjusted weighted average number of ordinary shares in issue (‘000)
	-
	651,075
	-
	651,075

	Diluted EPS (sen)
	-
	0.43
	-
	3.30


The calculation of basic earnings per share is based on the Group’s profit/(loss) attributable to parent equity holders divided by the number of weighted average ordinary shares in issue during the financial year to-date.

EARNINGS PER SHARE (Cont’d)
The Group has no dilution in its loss per ordinary shares in the current quarter/year-to-date as there are no dilutive potential ordinary shares.  Thus, no consideration for adjustment in the form of increase in the number of shares was used in calculating the potential dilution of its loss per share.

29.
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 30 December 2008 to be released on 31 December 2008.
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