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 following :

i.
the issuance of 8,164,894 new ordinary shares of RM1.00 each upon the conversion of 8,164,894 warrants at the exercise price of RM1.00 each.

ii.
the repurchase of 20,000 of its issued share capital from the open market. The average purchase price paid for the share repurchased was RM1.46 per share. The repurchased transactions were financed by internally generated funds and shares repurchased are being held as treasury shares.

7.
DIVIDENDS PAID

During the financial year under review, the company has paid :

(i) a final dividend of 6.0 sen per share (less income tax of 28%) and a special dividend of 4.0 sen per share (less income tax of 28%) in respect of the financial year ended 31st December 2004 totaling RM19,663,876 on 30th June 2005.
(ii) an interim dividend of 3.5% (less income tax of 28%) in respect of the financial year ended 31st December 2005 amounted to RM6,882,785.18 on 22 November 2005 
8.
SEGMENT REPORTING

The segment revenue and segment result for the financial period ended 31st December 2005 is as follows :


[image: image1.wmf]Investment

Holdings and

Iron & Steel

Property

Trading

Manufacturing

Management

Eliminations

Consolidated

RM'000

RM'000

RM'000

RM'000

RM'000

REVENUE

External sales

286,480

    

 

275,861

      

 

3,198

          

 

Inter-segment sales

6,694

        

 

18,244

        

 

60,083

        

 

(85,021)

     

 

Total sales

293,174

    

 

294,105

      

 

63,281

        

 

(85,021)

     

 

565,539

      

 

RESULT

Segment result

28,237

23,547

        

 

(5,876)

45,908

        

 

Finance cost

(6,448)

Interest income

1,370

Share of result of 

  associated companies

(9,887)

Taxation

(10,626)

       

 

Profit after taxation

20,317

        

 


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

As disclosed in the previous quarter, Anshin Steel Industries Sdn Bhd, a wholly-owned subsidiary of AJR has entered into a conditional Sale and Purchase Agreement with Toyota Auto Body (Malaysia) Sdn Bhd, a wholly-owned subsidiary of Toyota Auto Body Co., Ltd for the disposal of a piece of leasehold land together with buildings erected thereon, for a total consideration of Ringgit Malaysia Forty-Four Million Seven Hundred Forty-Two Thousand Two Hundred and Fifty (RM44,742,250-00) only. 

Saved as disclosed above and in note 20 under status of corporal proposals, there has not arisen in the interval between the end of the fourth 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 December 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 

Saved as announced in the Malayawata Steel Berhad’s interim report, 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 in the fourth quarter 2005 recorded an increase to RM133.112m compared to that of RM126.616m in the corresponding period of 2004 mainly attributable to the higher business volume from the trading subsidiary companies despite a drop in the effective selling price due to competitive market.   

As for the Group profit before tax for the fourth quarter 2005, it recorded a loss of RM0.553m as compared to that of profit of RM14.802m in the corresponding period of 2004. The Group’s profit before tax declined by more than 100% were mainly due to the lower profit margin resulting from higher cost of sales and lower effective selling price experienced by its subsidiary companies besides declined share of profit from associated companies resulting from unfavorable market conditions that lead to stiff competition and price undercutting in its products.
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

Reflecting softened world steel price and weaker domestic demand for steel products, the pre-tax profit for the fourth quarter recorded a loss of RM0.553m, which was lower than the previous quarter due to margin erosion from higher cost of sales and lower effective selling price.

15.
CURRENT YEAR PROSPECTS

In view of the festive seasons and the prevailing competitive market due to slow demand, the Directors are of the opinion that the Group’s business will remain slow in the next quarter.  The business environment in the next financial year may enhance further with the impending launching of 9th Malaysian Plan that will spur further the demand of steel products.  The consolidation of the result of a newly acquired subsidiary as disclosed in the note 20 will enhance further the performance of the Group.
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 26.94% for the current quarter was lower than the statutory tax rate mainly due to the effect after incorporating the share of loss of an associated company of RM4.55m and our equity share of reversal of provision for deferred tax and adjustment on over provision of current year corporate tax. However, if exclude the share of loss of associated company, the Group effective tax rate for the current quarter was at 37.48%, which was higher than the statutory tax rate mainly due to the adjustment for under provision of current year corporate tax and some non-deductible expenses. 
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 31/12/2005 :-
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20.
STATUS OF CORPORATE PROPOSALS
In relation to the conditional voluntary offer by the Company (“Ann Joo”) to acquire all the remaining ordinary shares of RM1.00 each in Malayawata Steel Berhad (“MYS”) which are not held directly or indirectly by Ann Joo and the parties acting in concert with it (“Offer Shares”) for a cash consideration of RM1.50 per MYS share (“Offer”), the approval from the Ministry of International Trade and Industry was obtained on 15 December 2005. Subsequently, at the Extraordinary General Meeting of Ann Joo held on 19 December 2005, the shareholders of Ann Joo approved the following proposals:-

(a) Conditional voluntary offer by Ann Joo for the Offer Shares; 

(b) Compulsory acquisition of the remaining Offer Shares not acquired under the Proposed Offer pursuant to Section 34 of the Securities Commission Act, 1993 (if applicable); and 

(c) Acquisition of the Offer Shares via open market transactions or private treaty. 

On 3 January 2006, the Board of Ann Joo announced that the Offer has become a conditional mandatory offer as Ann Joo’s shareholding in MYS had exceeded 33%. Subsequently, on 13 January 2006, it was announced that the Offer had become unconditional as the holding of Offer Shares by Ann Joo, including the acceptances received pursuant to the Offer have exceeded 50% of the voting shares of MYS and the Offer was extended up to 27 January 2006 (“Closing Date”). The total shareholdings of Ann Joo in MYS as at the Closing Date was 133,888,801 MYS shares (after final verification of acceptances for the Offer). Together with the addition of 2,531,274 MYS shares that Ann Joo acquired from the open market on 3 February 2006, Ann Joo currently holds 136,420,075 MYS shares representing 67.674% of the total issued and paid-up share capital of MYS.

Further to the completion of the Offer, Ann Joo is no longer obliged under the Malaysian Code on Take-overs and Mergers, 1998 (the “Code”) to carry out a mandatory general offer in respect of any share buy-back to be conducted by MYS under MYS’s proposed share buy-back scheme. Hence, Ann Joo does not need to make an application to the Securities Commission pursuant to Practice Note 2.9.10 of the Code for a waiver from obligation to undertake any mandatory general offer as a result of the proposed share buy-back of MYS. 

21. GROUP BORROWINGS AND DEBT SECURITIES


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

Saved as announced in the Malayawata Steel Berhad’s interim report, the Group did not enter into contracts involving off balance sheet financial instruments as at the date of this report.

23. MATERIAL LITIGATION

Saved as announced in the Malayawata Steel Berhad’s interim report, there was no material litigation pending as at the date of this report.

24. DIVIDEND

The Board of Directors does not recommend any final dividend for the financial year ended 31st December 2005.         

25.
EARNINGS PER SHARE
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26.
NET ASSETS PER SHARE
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By Order of the Board

Nuruluyun Binti Abdul Jabar (MIA 9113)

Wong Su Yen Caroline (MAICSA 7018752)

Secretaries

24 February 2006

Petaling Jaya, Selangor Darul Ehsan
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												Current Quarter				Cumulative Quarter

												31/12/2005				31/12/2005				30/06/2005		31/03/2005

												RM'000				RM'000				RM'000		RM'000

				Malaysian taxation

				-  current year taxation

						subsidiary companies						1,425				12,086				4,294		4,696

						associated companies						(356)				(94)				95		280

				- underprovision in prior years
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																		Current				Cumulative

																		Quarter				Quarter

																		Ended				Ended

																		31/12/2005				31/12/2005

		(a)		Basic earnings per share

				Net profit for the period										(RM'000)				(1,067)				17,691

				Number of ordinary shares in issued

						/ Weighted average number

						of ordinary share in issued								('000)				273,147				269,845

				Basic earnings per share										(sen)				(0.39)				6.56

		(b)		Diluted earnings per share

				Net profit for the period										(RM'000)				(1,067)				17,691
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						ordinary share in issue								('000)				300,536				297,254

				Adjustment for warrants										('000)				- 0				- 0
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						ordinary share for

						diluted earnings per share								('000)				300,536				297,254

				Diluted earnings per share										(sen)				(0.36)				5.95
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																RM'000				RM'000				RM'000				RM'000				RM'000

								REVENUE

								External sales								286,480				275,861				3,198

								Inter-segment sales								6,694				18,244				60,083				(85,021)

								Total sales								293,174				294,105				63,281				(85,021)				565,539		0

								RESULT

								Segment result								28,237				23,547				(5,876)								45,908		(1)

								Finance cost																								(6,448)
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								Segment assets								189,865				190,667				164,544								545,075

								Investment in associated

								companies																								211,874

								Total segment assets																								756,949

								Total segment liabilities								116,681				103,279				6,452								226,412

								Capital expenditure								6,115				97,371				187,368								290,854

								Depreciation								522				3,499				1,942								5,963
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								intangible assets								- 0				6				- 0								6

								Reconciliation :

								(i)		Segment assets :

														property, plant and equipment																		179,788

														investment																		267

														intangible assets																		19

														current assets																		4

														less : tax  recoverable																		366,542

																																(1,545)
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