Company No : 419232-K

TA ANN HOLDINGS BERHAD


Notes to the interim financial report


1
Basis of Preparation


The interim financial report has been prepared in compliance with FRS 134 2004, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (“MASB”) 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 2005. 

The interim financial report has been prepared in accordance with the same accounting policies adopted in the Year 2005 annual financial statements, except for the accounting policy changes that are expected to be reflected in the Year 2006 annual financial statements. Details of these changes in accounting policies are set out in Note 2. 

2
Changes in Accounting Policies

The accounting policies adopted are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 January 2006:
FRS 2 

Share-Based Payment

FRS 3

Business Combination

FRS 5

Non-Current Assets Held for sale and Discontinued Operations

FRS 101

Presentation of Financial Statements

FRS 102

Inventories
FRS 108

Accounting Policies, Changes in Estimates and Errors

FRS 110

Events after the Balance Sheet Date

FRS 116

Property, Plant and Equipment

FRS 121

The Effects of Changes in Foreign Exchange Rates

FRS 127 
Consolidated and Separate Financial Statements
FRS 128

Investments in Associates

FRS 132

Financial Instruments: Disclosure and Presentation
FRS 133

Earnings Per Share

FRS 136

Impairment of Assets

FRS 138

Intangible Assets

FRS 140

Investment Property

The adoption of FRS 2, 5, 102, 110, 116, 121, 127, 128, 132, 133, 138 and 140 does not have significant financial impact on the Group.
Consequent on the adoption of the other new/revised FRSs, the Group has effected the necessary changes to the accounting policies and disclosures as disclosed under Note 2.2 and 2.3 below.  
2.1 FRS 2: Share-based Payment
Under the transitional provision of FRS 2, this standard does not apply to share options that were granted after 31 December 2004 and that became vested before 1 January 2006. As the Group’s share options granted after 31 December 2004 and had became fully vested before 1 January 2006, FRS 2 does not apply to the Group.
2.2 FRS 3 : Business Combinations and FRS 136 : Impairment of Assets-Amortisation of Positive and Negative Goodwill 
Prior to adoptions of these FRSs, the Group amortised/realised goodwill on a straight-line basis to the income statement over its estimated economic life of 36 months, subject, in the case of positive goodwill, to annual review for any impairment in its carrying value.
With effect from 1 January 2006, in accordance with FRS 3 and FRS 136, the Group no longer amortises positive goodwill. Such goodwill is tested annually for impairment, including in the year of its initial recognition, as well as when there are indications of impairment. Impairment losses are recognised when the carrying amount of the cash generating unit to which the goodwill has been allocated exceeds its recoverable amount. The goodwill of the Group subsisting at 31 December 2005 and arose during the quarter under review from the acquisition of a new subsidiary does not shown any indication of impairment since the recoverable amount exceed its carrying value.
Also with effect from 1 January 2006 and in accordance with FRS 3, if the fair value of the net assets acquired in a business combination exceeds the consideration paid (i.e. an amount arises which would have been known as negative goodwill under the previous accounting policy), the excess is recognised immediately in the income statement as it arises.

The new policy in respect of positive goodwill has been applied prospectively in accordance with the transitional arrangements under FRS 3. As a result, comparative amounts have not been restated, the cumulative amount of amortisation as at 1 January 2006 has been offset against the cost of goodwill.

The change in policy relating to negative goodwill had no effect on the interim financial report as there was no negative goodwill deferred as at 31 December 2005.

2.3 FRS 101, Presentation of Financial Statements and FRS 127, Consolidated and Separate Financial Statements-Minority Interests
In prior years, minority interests at the balance sheet date were presented in the consolidated balance sheet separately from the liabilities and as deduction from net assets. Minority interests in the results of the Group for the year were also separately presented in the income statement as a deduction before arriving at the profit attributable to shareholders.

With the effect from 1 January 2006, in order to comply with FRS 101 and FRS 127, minoirity interests at the balance sheet date are presented in the consolidated balance sheet within equity, separately from the equity attributable to the equity holders of the parent, and minority interests in the results of the Group for the period are presented on the face of the consolidated income statement as an allocation of the total profit or loss for the period between the minority interests and the equity holders of the parent.

The presentation of minority interests in the consolidated balance sheet, income statement and statement of changes in equity for the comparative period has been restated accordingly. 

2.4 Impending Change of Accounting Policies

The Group has not adopted the following FRSs which are effective for annual period beginning on or after 1 October 2006.

FRS 117

Leases

FRS 124

Related Party Transactions

It is anticipated that there would be some changes to the accounting policies when the Group adopts these FRSs in the first quarter of 2007. 
3 Auditors Report on Preceding Annual Financial Statements
The auditors have expressed an unqualified opinion on the audited financial statements for the year ended 31 December 2005 in their report dated 12 April 2006.
4 Seasonality or Cyclicality of Operations
The Group’s operations were not subject to any seasonal or cyclical changes for the current quarter under review.

5 Unusual Items 
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the quarter under review
6 Changes in Estimates

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

7
Debt and Equity Securities 


During the quarter, 229,800 shares of RM1.00 each were repurchased at an average cost of RM5.41 per share.  The breakdown of shares bought back for the financial year-to-date was as follows:-

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

(RM)

	
	
	Lowest

(RM)
	Highest

(RM)
	
	

	January 2006
	224,800
	5.35
	5.60
	5.40
	1,219,836

	February 2006
	5,000
	5.85
	5.85
	5.85
	29,467

	TOTAL
	229,800
	5.40
	5.85
	5.41
	1,249,303



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 54,000, 17,000, and 7,000 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, RM4.00, and RM5.60 per ordinary share respectively.
8 Dividends
There was no dividend paid for the current financial quarter under review.  
9 Segmental Reporting 
	

	Revenue from external customers
	Profit/(Loss) before tax

(excluding goodwill & reserve on consolidation)

	
	Period ended 31 March

	
	2006
	2005
	2006
	2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Timber products
	129,263
	125,806
	20,729
	28,560

	Reforestation and oil palm plantation 
	3,828
	6,425
	(43)
	(300)

	
	133,091
	132,231
	20,686
	28,260

	
	
	
	
	

	
	
	
	
	


10 Valuation of property, plant and equipment
The valuations of leasehold land, buildings, wharf and jetty have been brought forward, without amendment from the previous audited financial statements.
11 Subsequent Events 
On 12 April, 2006 , Tanahead Sdn. Bhd., a wholly owned subsidiary of Ta Ann Holdings Berhad, entered into a sale and purchase agreement to dispose of a parcel of land held under Lot 5543, Block 16, Kuching Central Land District containing an area of 3.6074 hectares, for a cash consideration of RM19,703,000.00. RM2 million of the consideration sum has been received and the balance is receivable within 6 months from the date of the sale and purchase agreement.
The aforementioned disposal will contribute a gain of approximately RM4 million to the Group, upon successful completion of the sale.
12 Changes in Composition of the Group
(a) On 16 January 2006, Ta Ann Plywood Sdn. Bhd. (“TAP”), a wholly owned subsidiary of Ta Ann Holdings Berhad, acquired 2 ordinary shares of A$1.00 each in Ta Ann Tasmania Pty Ltd (“TAT”) representing 66.67% of the total issued and paid-up share capital of TAT for a total cash consideration of A$2.00.  On the same day, TAP was allotted 899,997 new ordinary shares of A$1.00 each in TAT at a subscription price of A$1.00 per share. After the payment of the shares allotted, TAP’s shareholding in TAT will be increased to 99.99%. 

TAT is set up to establish the joint venture veneer mill project in Tasmania between TAP and Forestry Tasmania.
(b) On 10 February 2006, Ta Ann Plantation Sdn. Bhd., a wholly owned subsidiary of Ta Ann Holdings Berhad, completed its acquisition of 2,000,000 ordinary shares of RM1.00 each representing the entire total issued and paid-up share capital of Mega Bumimas Sdn. Bhd. (“MBSB”) for a consideration of RM16,493,925.00. This acquisition, which gave rise to goodwill on consolidation of RM2,490,000.00, added 2,670 hectares to the total land bank for the Group for oil palm plantation. MBSB has yet to commence operation in the quarter under review.
13 Contingent Liabilities or Assets 
The Group is not aware of any contingent liabilities or assets for the financial quarter under review.
14 Trade and Other Receivables 

	
	As At

31 March 2006
	
	As At

31 December 2005

	
	RM’000
	
	RM’000

	Non-current assets
	
	
	

	Advance to STIDC
	13,292
	
	13,831

	Advance to a log supplier
	1,505
	
	1,624

	Advances to sub-contractors
	2,448
	
	2,555

	
	17,245
	
	18,010

	Current assets
	
	
	

	Trade receivables
	35,694
	
	18,122

	Amount due from tree planting contract customers
	1,014
	
	1,783

	Tax recoverable
	13,063
	
	12,808

	Interest receivable
	49
	
	121

	Other receivables
	690
	
	1,263

	Deposits
	1,402
	
	1,018

	Prepayments
	
	
	

	-Land premium
	9,000
	
	9,000

	-Others
	10,936
	
	6,163

	Advance to STIDC
	3,600
	
	3,600

	Advance to a log supplier
	1,080
	
	1,080

	Advances to sub-contractors
	600
	
	908

	
	77,128
	
	55,866

	
	94,373
	
	73,876


‘Advance to STIDC’ is the balance of advances of RM21 million and  RM4.5 million made to STIDC in 2002 and 2005 respectively, pursuant to an agreement and a supplementary agreement entered into by a subsidiary with Sarawak Timber Industry Development Corporation (‘STIDC’) for the purchase of merchantable timber logs. The advance is interest free and will be progressively deducted from the amount payable for timber logs purchased from STIDC.
‘Advance to a log supplier’ is the balance of an advance of RM3 million made to a log supplier, pursuant to an agreement entered into by a subsidiary with a log supplier for the purchase of merchantable timber logs. The advance is interest free and will be progressively deducted from the amount payable for timber logs purchased.
‘Advances to sub-contractors’ are the balance of advances made the sub-contractors and were made to allow the sub-contractors to finance the purchase of machinery and equipment. The advances are progressively off-set against subsequent contract fees payable to the sub-contractors.

Increase in trade receivables was due to export bills for shipments at the end of the quarter not in time for negotiation with the bank. Payments for these bills have been subsequently received.

15 Capital Commitments

	

	As At

31 March 2006

RM’000

	Property, plant and equipment 
	

	-Contracted but not provided for in the   financial statements
	22,342

	-Authorised but not contracted for
	3,075

	
	25,417

	Investment
	

	-Contracted but not provided for in the   financial statements
	6,300

	31,717


16 Review of Performance 
For the quarter under review, the Group registered a revenue of RM133.09 million, a marginal rise of from RM132.23 million attained in the corresponding quarter of 2005.  Net profit for the period was RM17.32 million against RM23.19 million recorded in the preceding year’s corresponding quarter. 

The decline in the profit was mainly attributed to lower average plywood selling price and higher cost of sales.
17 Variation of Results as compared to the Preceding Quarter

The Group revenue for the current quarter under review was RM133.09 million, an increase of 9.4% against RM121.65 million posted in the preceding quarter. Net profit for the quarter under review was 33.3% higher than the RM12.99 million posted in the preceding quarter.  Increased sales volumes and improved average plywood selling price accounted for the higher profit.

18 Current Year Prospects

Shortage of logs in the market place due to adverse weather has pushed up log prices. Recovery in plywood prices which came about in the middle of the quarter under review, is expected to be continued into the second and third quarters. Given the sustained recovery of timber products selling prices and the continued demand for the timber products, the performance of the second quarter is anticipated to be better than the first quarter.  
Barring unforeseen circumstances, the Board expects the Group to achieve a satisfactory performance for the year 2006. 

19 Profit forecast
Not applicable as the Group did not publish any profit forecast.
20 Taxation

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

	
	Current 

Quarter 
	Cumulative 

Quarter

	
	
	

	
	31 March

2006
	31 March

2005
	Current Year

To Date

31 March 2006
	Preceding Year

Corresponding Period 

31 March 2005 

	
	
	
	
	

	
	RM’000
	
RM’000
	RM’000
	RM’000

	Current tax expense
	
	
	
	

	Malaysian - current
	3,480
	5,308
	3,480
	5,308

	
	
	
	
	

	Deferred tax expense
	
	
	
	

	Malaysian - current
	(115)
	280
	(115)
	280

	Total
	3,365
	5,588
	3,365
	5,588


The Group’s effective tax rate for the current quarter and the financial year-to-date under review is lower than the statutory tax rate of 28% which due to the utilisation of the reinvestment allowance and double deduction claimed on certain eligible expenses. 
21 Cash and Cash Equivalents

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

	
	
	As at 

31 March 2006
	
	As at 

31 March 2005

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Deposits (excluding pledged deposits)
	
	60,957
	
	90,681

	Cash and bank balances
	
	23,237
	
	46,425

	
	
	84,194
	
	137,106


22 Unquoted Investment and Properties
There was no sale of unquoted investments and/or properties during the financial quarter under review.

23 Quoted Investments

There was no purchase of quoted securities during the financial quarter under review.

(a) Total Disposals of quoted securities

	
	
	Current Quarter
	
	Current Year-to-Date

	
	
	31 March 2006
	
	31 March 2006

	
	
	RM’000
	
	RM’000

	Units trust, at cost
	
	
	
	

	
	
	
	
	

	Opening balance
	
	5,117
	
	5,117

	Less: Disposal
	
	(3,117)
	
	(3,117)

	Closing balance
	
	2,000
	
	2,000


(b) Total investments in quoted securities as at 31 March 2006 were as follows: -


RM’000



Total investments at cost
2,000



====

Market value at 31 March 2006 
2,000


     ====
24 Status of Corporate Proposal
There were no corporate proposals announced or pending completion as at the date of this announcement. 

25 Group Borrowings and Debt Securities


Total Group borrowings as at 31 March 2006 were as follows: -

	
	
	Repayable within 12 months
	Repayable after 12 months

	
	
	RM’000
	RM’000

	Unsecured -
	Foreign currency loans
	40,740
	-

	
	Bankers’ acceptances
	7,793
	-

	
	Term loans
	7,330
	20,781

	
	
	
	

	Secured  - 
	Hire purchase loans 
	2,116
	487

	Total
	
	57,979
	21,268


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

26 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.

27 Material Litigation

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

28 Earnings Per Share






Current quarter






ended 31/3/2006

Basic

Net profit attributable to ordinary equity holders of the parent

RM 17,212,123







=========


Weighted average number of ordinary shares in issue
175,887,298  




                                                                                    =========


Basic earnings per ordinary share (sen)
9.79





====

Diluted


Net profit attributable to ordinary equity holders of the parent                                         
RM
17,212,123





=========


Weighted average number of ordinary shares (Basic)
175,887,298

Effect of share options

288,507





-------------
Weighted average number of ordinary shares (Diluted)
176,175,805





=========


Diluted earnings per ordinary share (sen)
9.77





====
29 Authorisation for Issue
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 26 May 2006.
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