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 Bursa Malaysia Securities Berhad. 


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004. 

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 2004. 

2
Audit report


The Group’s financial statements for the year ended 31 December 2004 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 were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the quarter under review.

5
Changes in estimates


There were no significant changes in the estimates of amounts reported in prior quarters, which have a material impact in the quarter under review.

6
Debt and equity securities 


During the quarter, 418,000 shares of RM1.00 each were purchased and retained as treasury shares.  The monthly breakdown of shares bought back is as follows:-

	Month
	No. of shares
	Purchase Price  Per Share
	Average cost per share (RM)
	Total Cost (Including brokerages)

(RM)

	
	
	Lowest

(RM)
	Highest

(RM)
	
	

	February 2005
	      10,000
	6.45
	6.45
	6.45
	     64,978

	March 2005
	    408,000
	6.25
	6.30
	6.25
	2,558,050

	TOTAL
	     418,000
	
	
	6.25
	2,623,028



All the shares repurchased were held as treasury shares in accordance with the requirements of Section 67A of the Companies Act 1965.  


There were no issuances and repayment of debt and equity securities, share cancellation and resale of treasury shares for the quarter under review, other than issuance of 51,000, 7,000, 51,000, 18,000 ordinary shares of RM1.00 each pursuant to exercise of share options under the Company’s Employees’ Share Option Scheme at option prices of RM3.00, RM3.60, RM3.67 and RM4.00 per ordinary share respectively.

7 Dividend 

There was no dividend paid during the current quarter.

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 that have occurred during the interval between the end of the current quarter and date of this announcement.

10
Changes in composition of the Group

On 9 March 2005, the Company subscribed for a 45% equity interest in a company incorporated in Japan for a total cash consideration of RM163,575.   The joint venture company is set up to market the Group’s  products and to expand the Group’s market share in Japan.

11
Trade and other receivables 

	
	
	
	

	
	As At

31 March 2005
	
	As At

31 December 2004

	
	RM’000
	
	RM’000

	Current
	
	
	

	Trade receivables
	24,489
	
	20,939

	Amount due from a tree planting contract customer
	3,046
	
	3,424

	Tax recoverable
	773
	
	1,220

	Interest receivable
	83
	
	96

	Other receivables
	505
	
	1,146

	Deposits
	59
	
	159

	Prepayments
	5,843
	
	4,298

	Advance to STIDC
	2,880
	
	2,880

	Advance to sub-contractor
	600
	
	600

	
	38,278
	
	34,762

	
	
	
	

	Non-current assets
	
	
	

	Advance to STIDC
	12,601
	
	13,337

	Advance to Sejahtera Ultima Sdn. Bhd.
	2,500
	
	2,500

	Advance to sub-contractor
	2,980
	
	3,103

	
	18,081
	
	18,940

	
	56,359
	
	53,702


‘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 Sejahtera Ultima Sdn. Bhd.’ is advance made to Sejahtera Ultima Sdn. Bhd., pursuant to an agreement entered into by a subsidiary company with Sejahtera Ultima Sdn. Bhd. 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 Sejahtera Ultima Sdn. Bhd.

‘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 is progressively offset against contract fees payable to the sub-contractor.

12
Capital commitments

	

	As At

31 March 2005

RM’000

	
	

	Property, plant and equipment -
	

	Contracted but not provided for in the   financial statements
	25,339

	Authorised but not contracted for
	21,098

	46,437


13
Contingent liabilities 

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

14
Segmental Reporting

	

	Revenue from external customers
	Segment results

	
	Period ended 31 March

	
	2005
	2004
	2005
	2004

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Timber products
	125,806
	112,586
	28,059
	25,230

	Reforestation and plantation
	6,425
	2,662
	(300)
	195

	
	132,231
	115,248
	27,759
	25,425

	
	
	
	
	


15 Review of performance 

For the quarter under review, the Group posted a revenue of RM132.23 million, which is 15% higher than the RM115.25 million attained in the corresponding quarter of 2004.  Pre-tax profit was RM28.86 million, a 10% increase as compared to the RM26.17 million reported in the corresponding quarter of 2004.

The positive result achieved was mainly attributed to the higher average selling prices and the increase in exports sales volume, particularly in higher value-added timber products in the quarter under review.

16 Variation of results as compared to the preceding quarter

The Group’s profit before taxation for the quarter under review increased by RM7.75milliion or 37% from RM21.11 million recorded in the preceding quarter to RM28.86million. This was mainly due to higher sales volume and better selling prices achieved for timber and timber products in the quarter under review.

17 Current Year Prospects

The market outlook for the timber products remains positive in the major timber consuming countries such as India, China and Japan. Control on the regional log supply is a crucial factor in the present supply-demand scenario.

Plywood production volume is expected to be boosted by the additional production capacity from the 8th line and on-going fine tuning programme.

With the favourable market scenario and barring unforeseen circumstances, the Directors expect the Group to achieve a satisfactory result for the current year. 

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 was provided.

19
Taxation


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

	
	Current 

Quarter 
	Cumulative 

Quarter

	
	
	

	
	31 March

2005
	31 March 2004
	Current Year

To Date

31 March 2005
	Preceding Year

Corresponding Period 

31 March 2004 

	
	
	
	
	

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current tax expense
	
	
	
	

	Malaysian – current
	5,308
	4,711
	5,308
	4,711

	                  
	
	
	
	

	Deferred tax expense
	
	
	
	

	Malaysian – current
	280
	(1,203)
	280
	(1,203)

	
	
	
	
	

	Tax expense-associate
	         79
	-
	79
	-

	
	
	
	
	

	Total
	5,667
	3,508
	5,667
	3,508


The Group’s effective tax rate for the current period under review is lower than the statutory tax rate of 28% due to double deduction claimed on certain eligible expenditure and the profit derived from the sale of Laminated Veneer Lumber (LVL) manufactured by a subsidiary which has been granted pioneer status under the Promotion of Investments Act, 1986 for the manufacture of LVL being exempted from income tax for a period of five years commencing 1 October 2003.

20
Cash and cash equivalents

Cash and cash equivalents included in the cash flow statement comprise the following balance sheet amounts:

	
	
	As at 

31 March 2005
	
	As at 

31 March 2004

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Deposits (excluding pledged deposits)
	
	90,681
	
	67,961

	Cash and bank balances
	
	46,425
	
	20,493

	
	
	
	
	

	
	
	137,106
	
	88,454


21
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.

22 
Purchases 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 31 March 2005 were as follows: -


RM’000



Total investments at cost
3,500



Allowance for diminution in value
(383)




-------




3,117




====

Market value at 31 March 2005
3,276 




====

23
Status of Corporate Proposals

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

24
Group Borrowings and Debt Securities


Group borrowings as at 31 March 2005 as follows: -

	Borrowings
	RM’000

	Foreign currency loans
	18,456

	Term loan
	14,954

	Bankers’ acceptances
	7,843


	Hire purchase creditors
	RM’000

	Repayable within 12 months
	9,414

	Repayable after 12 months
	1,688

	Total
	11,102


All borrowings are denominated in Ringgit Malaysia except for the foreign currency loans, which are denominated in US Dollar and Japanese Yen.

25 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.

26
Material Litigation

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

27 
Earnings per share






Current quarter






ended 31/3/2005


Basic

Net profit attributable to ordinary shareholders
23,068,888






=========


Weighted average number of ordinary shares in issue
173,600,598






=========


Basic earnings per ordinary share (sen)
13.29




====

Diluted


Net profit attributable to ordinary shareholders 
23,068,888






=========


Weighted average number of ordinary shares (basic)
173,600,598


Effect of share options

1,646,178






---------------
Weighted average number of ordinary shares (Diluted)
175,246,776






=========


Diluted earnings per ordinary share (sen)
13.16




====
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