ANN JOO RESOURCES BERHAD 

Notes

1. BASIS OF PREPARATION

The interim financial report has been prepared in accordance with Financial Reporting Standards (formerly known as MASB Standards), FRS 134 - Interim Financial Reporting and Chapter 9 of the Listing Requirements of Bursa Malaysia Securities Berhad. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the audited financial statement for the financial year ended 31st December 2004. 

2.
STATUS OF AUDIT QUALIFICATION

There was no audit qualification on the audit report of the preceding annual financial statements.

3.
SEASONALITY OR CYCLICALITY OF INTERIM OPERATIONS
Except for the Chinese New Year/Hari Raya festive seasons when activities slow down, the pace of the company’s business generally moves in tandem with the performance of the economy.

4.
NATURE AND AMOUNT OF ITEMS AFFECTING ASSETS, LIABILITIES, EQUITY, NET INCOME, OR CASH FLOWS THAT ARE UNUSUAL BECAUSE OF THEIR NATURE, SIZE, OR INCIDENCE

There was no item that affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence for the current financial year to date.

5.
CHANGES IN ESTIMATES OF AMOUNTS PREVIOUSLY REPORTED

There was no material adjustment that affects changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.

6.
DEBT AND EQUITY SECURITIES
During the financial period, there was no issuance, cancellations, repurchase, resale or repayment of debts and securities except for the issuance of  909,000 new ordinary shares of RM1.00 each upon the conversion of 909,000 warrants at the exercise price of RM1.00 each.

7.
DIVIDENDS PAID

There was no dividend paid during the current financial period to date.

8.
SEGMENT REPORTING

The segment revenue and segment result for the financial period ended 31st March 2005 is as follows :
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9.
CARRYING AMOUNT OF PROPERTY, PLANT AND EQUIPMENT
The valuation of property, plant and equipment have been brought forward without any amendments from the previous financial statements.  

10. 
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE PERIOD

There has not arisen in the interval between the end of the first quarter 2005 and the date of this announcement, any item, transaction or event of a material and unusual nature likely in the opinion of the Directors, to affect substantially the results of the operations of the Company and of the Group for the quarter ended 31st March 2005 in respect of which this announcement is made.

11.
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current quarter.
12. CONTINGENT LIABILITIES OR CONTINGENT ASSETS 

There were no material contingent liabilities or contingent assets as at the date of this report.

13.
REVIEW OF PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

Group revenue for the first quarter 2005 increased by 10.69% to RM138.114m compared to RM124.775m in the corresponding period of 2004. The increase in the revenue was attributable to the higher effective selling price of steel products reflecting higher world prices, for both trading and manufacturing units as compared to that in the corresponding period of 2004.   

The Group profit before tax for the first quarter 2005 was RM15.535m as compared to RM29.103m in the corresponding period of 2004. The Group’s profit before tax showed a decrease of 46.62% mainly due to lower margin from higher cost and competition and lower share of profit from associated companies due to slow down in the construction sector coupled with higher input cost. 
Other than the above, in the opinion of the Directors, the results for the financial period under review have not been affected by any transaction or event of a material or unusual nature.
14.
COMMENT ON MATERIAL CHANGE IN THE PROFIT BEFORE TAXATION FOR THE QUARTER REPORTED ON AS COMPARED WITH THE IMMEDIATE PRECEDING QUARTER

The pre-tax profit for the first quarter was slightly higher than the previous quarter despite the increase in the revenue as the profit margin was eroded by higher cost of goods sold and products mix that yield lower profit margin. 
15.
CURRENT YEAR PROSPECTS

The Directors are of the opinion that the Group should be able to achieve satisfactory results for the remaining quarters of the year. 

16. VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Group did not issue any profit forecast or profit guarantee for the current financial year to date.

17. TAXATION

The tax figures comprise :-
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The effective tax rate of 29.17% for the current quarter was higher than the statutory tax rate mainly due to the adjustment for some non-deductible expenses and non-availability of Group tax relief. 
18. SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

There was no significant sale of unquoted investments and/or properties for the current financial year to date. 
19. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

(a)
There was no purchase or disposal of quoted securities for the current financial year to date.


(b)
The investments in quoted securities as at 31/03/2005 :-
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20.
STATUS OF CORPORATE PROPOSALS
The company is in the midst of finalisation of the application to the Securities Commission pursuant to Practice Note 2.9.10 of the Malaysian Code on Take-overs and Mergers, 1998, for the waiver from obligation to undertake any mandatory general offer as a result of the proposed Share buy-back of Malayawata Steel Berhad.
21. GROUP BORROWINGS AND DEBT SECURITIES


The total group borrowings as at 31st March 2005 are as follows :-
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22. FINANCIAL INSTRUMENTS

Forward foreign currency exchange contracts are entered into by the Group to manage exposures to fluctuation in foreign currency exchange rate on specific transactions.
(a)
The forward foreign currency exchange contract which was entered into by the Group to limit its exposure on cash flows generated from anticipated transactions denominated in foreign currency is as follows :-
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The contracts mature within 5 months.

Exchange gain and losses arising on contracts entered into as hedges of anticipated future transactions are deferred until the date of such transaction, at which time they are included in the measurement of such transactions. All other exchange gains and losses relating to hedge instruments are recognised in the income statement in the same period as the exchange differences on the underlying hedges items. Gains and losses on contracts that are no longer designated as hedge are included in the income statement.

(b) Credit Risk

The above forward foreign exchange contracts are executed with creditworthy financial institutions in Malaysia. The Directors are of the view that the possibility of non-performance by the financial institutions concerned is remote on the basis of their financial strength.
23. MATERIAL LITIGATION

There was no material litigation pending as at the date of this report.

24. DIVIDEND

The Board of Directors does not recommend any interim dividend for the quarter ended 31st March 2005         (1st quarter 2004 : Nil). The Board of Directors had earlier recommended a final dividend of 6.0 sen per share (less tax at 28%) and a special dividend of 4.0 sen per share (less tax at 28%) for the financial year ended 31st December 2004, which will be proposed for shareholders’ approval in the forthcoming AGM.
25.
EARNINGS PER SHARE
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26. NET TANGIBLE ASSETS PER SHARE
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By Order of the Board

Leong Oi Wah (MAICSA 7023802)

Wong Su Yen Caroline (MAICSA 7018752)

Secretaries

26 May 2005
Petaling Jaya, Selangor Darul Ehsan
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