Company No : 419232-K

TA ANN HOLDINGS BERHAD


Notes to the interim financial report


1
Basis of preparation


The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9, Appendix 9B of the Listing Requirements of the Kuala Lumpur Stock Exchange. 


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002. 

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2002 except for the adoption for the new MASB 25; “Income Taxes” which has been applied retrospectively.

Effects of adoption of new MASB 25: “ Income Taxes” (MASB 25)

	
	As previously reported    
	Effect of change  in accounting policy 
	As restated 

	
	RM
	RM
	RM

	For the year ended 31 December 2001
	
	
	

	
	
	
	

	Retained profits 
	95,537,356
	3,314,279
	98,851,635

	Reserve on consolidation
	3,860,574
	(1,370,322)
	2,490,252

	Deferred tax assets
	-
	1,943,957
	1,943,957

	
	
	
	

	For the year ended 31 December 2002
	
	
	

	
	
	
	

	Taxation
	7,413,655
	(504,353)
	6,909,302

	Reserve on consolidation
	3,860,574
	(1,370,322)
	2,490,252

	Deferred tax assets
	1,943,957
	504,353
	2,448,310

	
	
	
	


The adjustment in relation to the adoption of MASB 25 relates to deferred tax provisions required by MASB 25 for assets stated at their fair values net of tax losses available for set off against future taxable profits.

2
Audit report


The Group’s financial statements for the year ended 31 December 2002 were reported on without any qualification.

3
Seasonal or cyclical factors


The Group’s business operation in the current quarter and financial year-to-date was not affected by any seasonal or cyclical factors.

4
Unusual event

There was damage caused by fire at coated plywood line on 15th September 2003. The Board of Directors is confident that the loss is fully recoverable as the total loss suffered was covered by fire insurance and, on top of that, the loss of profit is covered under consequential loss insurance.

The coated plywood line resumed production one month later on 16th October 2003.

5
Changes in estimates


There were no significant changes in the estimates of amounts reported in prior quarters, which have a material impact on the interim financial statements.

6
Debt and equity securities 

Except for the following share issues, there were no other issuances and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial year-to-date:

(i) issuance of 1,615,000 and 16,000 ordinary shares of RM1.00 each pursuant to the Company’s Employees’ Share Option Scheme (‘ESOS’) at option prices of RM3.00 per share and RM3.67 per share respectively;

(ii) a bonus issue of 50,870,500 ordinary shares of RM1.00 each, credited as fully paid to shareholders registered at the close of  business on 23 January 2003, on the basis of one new share for every two existing shares held; and 

(iii) an issue of 15,410,765 new ordinary shares of RM1.00 each to the vendors of Raplex Sdn. Bhd. on 24 January 2003 pursuant to terms of sale and purchase of shares agreement of 08 April 2002.

7
Dividend Paid

An interim dividend of RM 0.10 per share less tax (corresponding period in 2002 : tax exempted dividend of RM0.10) amounting to RM12,206,107 was paid on 16 October 2003 to depositors registered in the Record of Depositors at the close of business on 17 September 2003.

8
Property, plant and equipment

The valuations of leasehold land, buildings, wharf and jetty have been brought forward, without amendment from the previous annual report.

9
Subsequent events


There were no significant events occurred during the interval between the end of the current quarter and date of this announcement other than as disclosed above.

10
Changes in composition of the Group

There were no changes in the composition of the Group during the period under review. Subsequent to the end of the current quarter, the Group has acquired two ordinary shares of RM1.00 each representing 100% of the total issued and paid up share capital in Ta Ann Plantation Sdn. Bhd. for a total cash consideration of RM 2.00 on 31 October 2003.

The acquisition will not have any material impact on the Net Tangible Assets and Share Capital of the Group.

11
Trade and other receivables 

	
	30 September 2003
	
	31 December 2002

	
	RM’000
	
	RM’000

	Current
	
	
	

	Trade receivables
	28,932
	
	25,364

	Interest receivables
	-
	
	66

	Tax recoverable
	2,589
	
	1,702

	Deposits
	114
	
	652

	Prepayments
	3,184
	
	2,475

	Other receivables
	4,492
	
	447

	Advance to STIDC
	1,817
	
	3,600

	Advance to sub-contractor
	410
	
	600

	
	41,538
	
	34,906

	
	
	
	

	Non-current assets
	
	
	

	Advance to STIDC
	17,400
	
	17,400

	Advance to sub-contractor
	3,900
	
	3,900

	
	21,300
	
	21,300

	
	
	
	

	
	62,838
	
	56,206


‘Advance to STIDC’ is the balance of an advance of RM21 million made to STIDC in Year 2002, pursuant to an agreement entered into by a subsidiary company with Sarawak Timber Industry Development Corporation (‘STIDC’) for the purchase of merchantable timber logs. The advance is interest free and is progressively repaid by deducting from the amount payable for timber logs purchased from STIDC.

‘Advance to sub-contractor’ is unsecured, interest free and was made to allow the sub-contractor to finance the purchase of machinery equipments. The balance of the advance is progressively offset against contract fees payable to the sub-contractor.

12
Capital commitments

	

	30 September 2003

RM’000

	Property, plant and equipment -

	Contracted but not provided

for in the financial statements
	4,668

	Authorised but not contracted for
	3,008

	
	

	
	7,676


13
Contingent liabilities 

The Group is not aware of any contingent liabilities as at the date of this announcement.

14
Segmental Reporting

	

	Revenue
	Profit/(Loss) before tax

	
	Period ended 30 September

	
	2003
	2002
	2003
	2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Timber products
	259,502
	215,472
	54,100
	48,288

	Reforestation and plantation
	2,301
	225
	(1,017)
	50

	
	261,803
	215,697
	53,083
	48,338

	Inter-segment elimination
	(168)
	(62)
	-
	-

	
	261,635
	215,635
	53,083
	48,338

	
	
	
	
	


15
Review of performance 

For the quarter under review, the Group achieved a revenue of RM 96.28 million, an increase of 10.47% from RM 87.15 million recorded in the preceding quarter. The increase in Group revenue is mainly attributed to the  increase in sales of plywood and round logs in oversea markets. 

The sales of our new product, jumbo-sized LVL (Laminated Veneer Lumber) is showing an upward trend during the quarter under review. 

16
Variation of results as compared to the preceding quarter

The Group has achieved pre-tax profit of RM 18.21million for the quarter reported as compared to the preceding quarter of RM16.67 million, representing an increase in profit of 9.23%. 

17
Current Year Prospects

The world economy, including the Japanese economy, has shown indications of recovery. As over 90% of our plywood products are sold to Japan, the economic recovery in Japan will increase the demand for our products. Coupled with the achievement of the new JAS (Japanese Agricultural Standards), our plywood products will be able to enhance its competitive edge in the Japan market. 

Barring unforeseen circumstances, the Group is expected to achieve a better result in the coming quarter. 
18
(a)
Variance of Actual Profit from Forecast Profit

(b)
Shortfall in the Profit Guarantee


Not applicable as no profit forecast was published, and no profit guarantee were provided.

19
Taxation


The taxation charges of the Group for the period under review are as follows:

	
	3 months ended
	9 months ended

	
	30 September
	30 September

	
	2003
	2002
	2003
	2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	Malaysian taxation
	2,700
	2,706
	7,984
	5,273

	Over provision of taxation in prior years
	-
	-
	-
	(34)

	Under provision of taxation in prior years
	-
	-
	-
	27

	Total
	2,700
	2,706
	7,984
	5,266


The Group’s effective tax rate for the current quarter ended 30 September 2003 is lower than the statutory tax rate of 28% due to there being no taxation charge on the profit derived by a subsidiary company, Ta Ann Plywood Sdn. Bhd. which has been granted pioneer status under the Promotion of Investment Act, 1986 for the manufacturing of plywood for a period of ten years commencing 01 January 1994. 

20
Sales of unquoted Investments and/or Properties

There were no sales of unquoted investments or properties for the current quarter and financial year-to-date.

21
Purchase or Disposal of Quoted Securities

(a) Purchases and Disposals of Quoted Securities

There were no purchases or disposals of Quoted Securities for the current quarter and financial year-to-date.

(b) Total investments in quoted securities as at 30 September 2003 were as follows :-


RM’000



Total investment at cost
3,500



Allowance for diminution in value
(383)




-------




3,117




====

Market value at 30 September 2003
3,156




====

22
Status of Corporate Proposals

There were no corporate proposals announced or pending completion as at the date of this announcement.

23
Group Borrowings and Debt Securities


Group borrowings as at 30 September 2003 were as follows:-

	Unsecured short term borrowings
	RM’000

	Short-term loans
	21,730


	Hire purchase creditors
	RM’000

	Repayable within 12 months
	11,544

	Repayable after 12 months
	  9,538

	Total
	21,082



All borrowings are denominated in Ringgit Malaysia.

24 Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this announcement.

25
Material Litigation

There are no pending material litigations as at the date of this announcement.

26 
Earnings per share






Current quarter






ended 30/09/2003


Basic

Net profit attributable to ordinary shareholders
15,972,000






=========


Weighted average number of ordinary shares in issue
169,107,598






=========


Basic earnings per ordinary share (sen)
9.44






====

Diluted


Net profit attributable to ordinary shareholders 
15,972,000






=========


Weighted average number of ordinary shares (basic)
169,107,598


Effect of share options

1,707,171






---------------
Weighted average number of ordinary shares (Diluted)
170,814,769






=========


Diluted earnings per ordinary share (sen)
9.35






====
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