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, 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 has been prepared in accordance with the same accounting policies adopted in the 2007 annual financial statements, except for the accounting policy changes that will be reflected in the 2008 annual financial statements. Details of these changes in accounting policies are set out in Note 2. 

The preparation of an interim financial report in conformity with FRS 134, Interim Financial Reporting, requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses on a year-to- date basis.  Actual results may differ from these estimates.

This interim financial report should be read in conjunction with the audited financial statements for the year ended 31 December 2007. It contains unaudited condensed consolidated financial statements and selected explanatory notes. The notes include an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the Group since the year ended 31 December 2007. The condensed consolidated interim financial report and notes thereon do not include all of the information required for a full set of financial statements prepared in accordance with FRSs.

Statutory financial statements for the year ended 31 December 2007 are available from the Company’s registered office.

2
Changes in Accounting Policies

The accounting policies adopted for the preparation of this interim financial report are consistent with those adopted for the financial year ended 31 December 2007 except for the adoption of the following new/revised FRSs:

FRS 107

Cash Flows Statements

FRS 111

Construction Contracts

FRS 112

Income Taxes

FRS 118

Revenue

FRS 119

Employee Benefits

FRS 120

Accounting for Government Grants and Disclosure of Government Assistance

FRS 121
The Effect of Changes in Foreign Exchange Rates: Net Investment in a Foreign Operation


FRS 134

Interim Financial Reporting

FRS 137

Provisions, Contingent Liabilities and Contingent Assets

The adoption of the above standards does not have any material impact on the interim financial report.

The Group has not adopted IC Interpretations 1, 2, 5, 6, 7 and 8 which are effective for annual reporting periods beginning on or after 1 July 2007 as they are not applicable to the Group. 

2.1 Impending Change of Accounting Policies

The MASB has issued FRS 139, Financial Instruments: Recognition and Measurement. However, the MASB has yet to determine the effective date for FRS 139.

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 2007 in their report dated 12 April 2008.

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, except for the changes in accounting policies as disclosed in Note 2.

6 Changes in Estimates


There were no changes in estimates that have had material effect in the current quarter and financial year-to-date results.

7
Debt and Equity Securities 


There were no issuances or repayment of debt or equity securities during the financial quarter under review.

8 Dividend

The Board of Directors has declared an interim dividend of 5 sen (Corresponding period in Year 2007:10 sen ) per share less tax at 26% for the financial year ending 31 December 2008, to be paid on 4 July 2008 to depositors whose names appear in the Record of Depositors on 16 June 2008.

A depositor shall qualify for entitlement only in respect of:

(a)
Securities transferred into Depositor’s Securities Account before 4:00 p.m. on 16 June 2008 in                                                                                                                                                                                                           respect of transfers

(b)
Securities bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to the rules of the Bursa Malaysia Securities Berhad.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   

9 Segmental Reporting 

	

	Revenue from external customers
	Profit before tax



	
	Period  ended 31 March

	
	2008
	2007
	2008
	2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	Timber products
	122,560
	127,479
	4,923
	31,093

	Oil palm and reforestation 
	40,010
	21,842
	11,499
	2,282

	Property development
	1,050
	-
	223
	-

	
	163,620
	149,321
	16,645
	33,375


10 Valuation of property, plant and equipment

The valuations of buildings, wharf and jetty have been brought forward, without amendment from the previous audited financial statements.
11 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.

12 Changes in Composition of the Group

As announced on 25 April 2008, Ta Ann Holdings Berhad has subscribed for and been allotted 3,000,000 shares of US Dollar 1.00 each in a new subsidiary in China, Ta Ann Eco-Timber Industries (YZ) Pty. Ltd. (“TAET”). TAET was set up as the vehicle for the establishment and operation of a plywood mill in Yang Zhou, China for the manufacture eco-friendly plywood products.

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 2008
	
	As At

31 December 2007

	
	RM’000
	
	RM’000

	Non-current assets
	
	
	

	Advances to sub-contractors
	1,648
	
	1,703

	
	
	
	

	Current assets
	
	
	

	Trade receivables
	27,344
	
	28,906

	Tax recoverable
	7,774
	
	5,101

	Interest receivable
	21
	
	15

	Other receivables
	3,477
	
	3,820

	Deposits
	675
	
	1,489

	Prepayments
	
	
	

	-Plant & machinery
	9,494
	
	9,688

	-Land premium
	10,577
	
	9,600

	-Others
	7,661
	
	5,147

	Advance to a log supplier
	820
	
	820

	Advances to sub-contractors
	600
	
	600

	
	68,443
	
	65,186

	
	70,091
	
	66,889


‘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 unsecured and interest-free advances to sub-contractors 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.

15 Capital Commitments

	

	As At

31 March 2008

RM’000

	Property, plant and equipment 
	

	-Contracted but not provided for in the         financial statements
	75,049

	-Authorised but not contracted for
	82,226

	
	157,275


16 Review of Performance 

For the first quarter of 2008, the Group registered a revenue of RM163.620 million and a profit for the period of RM13.848 million, compared to a revenue of RM149.321 million and a profit of RM27.115 million respectively for the corresponding quarter in 2007.

Lower plywood prices coupled with higher cost of sales resulted in a significant decrease in the consolidated profit. The oil palm division on the other hand increased its contribution to revenue to 24% and profit to 60%.

17 Variation of Results as compared to the Preceding Quarter

Compared to the preceding quarter, the revenue and net profit for the quarter under review were 2% and 22% higher. 

18 Current Year Prospects

Prices of plywood products are higher in the second quarter of 2008 compared to the first quarter. The sustainability and extent of recovery however are dependent on the demand for plywood products from timber importing countries, particularly Japan. 

The oil palm division is expected to increase its contribution to the group revenue and profit with higher production of oil palm fresh fruit bunches and current CPO price being maintained.



Barring unforeseen circumstances, the Board expects a satisfactory result for the year 2008. 

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

2008
	31 March 2007
	Current Year

To Date

31 March

 2008
	Preceding Year

Corresponding Period 

31 March

2007

	
	
	
	
	

	
	RM’000
	
RM’000
	RM’000
	RM’000

	Current tax expense
	
	
	
	

	Malaysian - current
	2,659
	6,006
	2,659
	6,006

	                 
	
	
	
	

	Deferred tax expense
	138
	254
	138
	254

	
	
	
	
	

	Total
	2,797
	6,260
	2,797
	6,260


The Group effective tax rate for the current year under review is lower than the statutory tax rate of 26% due to utilisation of reinvestment allowance and claims of double deduction on certain eligible expenses. 

21 Cash and Cash Equivalents

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

	
	
	As at 

31 March 2008
	
	As at 

31 March 2007

	
	
	RM’000
	
	RM’000

	
	
	
	
	

	Deposits (excluding pledged deposits)
	
	51,490
	
	82,579

	Cash and bank balances
	
	23,413
	
	59,190

	
	
	74,903
	
	141,769


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 or disposal of quoted securities during the financial quarter under review.

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 2008 were as follows: -

	
	
	Repayable within 12 months
	Repayable after 12 months

	
	
	RM’000
	RM’000

	Unsecured -
	Foreign currency loans
	45,563
	-

	
	Bankers’ acceptances/Export Credit Refinancing
	30,065
	-

	
	Term loans
	20,603
	97,073

	
	
	
	

	Secured  - 
	Hire purchase loans 
	42,760
	17,644

	Total
	
	138,991
	114,717


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


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 Significant Related Party Transactions

	

	Period ended 31 March

	
	2008
	
	2007

	Transactions with associates
	RM’000
	
	RM’000

	
	
	
	

	Contract fees 
	4,062
	
	1,266

	Purchase of diesel and lubricants
	32
	
	-

	Sales of plywood
	(76)
	
	-

	Sales of sawn timber
	(326)
	
	-

	Transactions with companies connected to certain Directors of the Company and its subsidiaries 
	
	
	

	Contract fees
	12,915
	
	14,197

	Food ration expenses
	1,189
	
	880

	Handling fees, transportation & freight charges
	3,893
	
	2,444

	Hiring of equipments
	30
	
	-

	Insurance premium
	883
	
	908

	Purchase of equipment
	12
	
	-

	Rental of premises paid
	26
	
	-

	Purchase of spare parts & consumables
	5,476
	
	1,105

	Purchase of timber logs
	5,103
	
	13,454

	Purchase of sawn timber
	55
	
	-

	Security charges 
	21
	
	-

	Computer hardware & Software development fees
	212
	
	103

	Purchase of diesel and lubricants
	3,980
	
	2,308

	Purchase of fresh fruit bunches
	8,179
	
	1,277

	Road toll received
	(153)
	
	(213)

	Sales of logs/plywood 
	(946)
	
	(1,014)

	Sales of sawn timber
	(3,747)
	
	(2,728)

	Income from rental of premises
	(26)
	
	-


29 Key Management Personnel Compensation


Compensations to key management personnel are as follows:

	

	Period ended 31 March

	
	2008
	
	2007

	
	RM’000
	
	RM’000

	Directors
	
	
	

	  - Fees
	139
	
	162

	  - Remunerations
	672
	
	682

	  - Other short-term employee benefits
	95
	
	101

	
	906
	
	945

	  Other Key management Personnel:
	
	
	

	  - Short-term employee benefits
	419
	
	378

	  - Other short-term employee benefits
	40
	
	34

	
	459
	
	412

	  Total
	1,365
	
	1,357


30
Earnings Per Share






Current quarter






ended 31/3/2008


Basic


Net profit attributable to ordinary equity holders of the Company

RM13,901,587






=========


Number of ordinary shares in issue 

214,631,118





                                                                                   
========= 


Basic earnings per ordinary share (sen)
6.48






====

31 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 2008.
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