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. Apart from the implementation of the Financial Reporting Standards, the other accounting policies and methods of computation in the interim financial statements conform with the audited financial statement for the financial year ended 31st December 2005.
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 major 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

Save for the following, 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 :
(i) following the completion of the conditional voluntary offer by the Company to acquire the remaining shareholdings of Malayawata Steel Berhad (“MYS”) whereby MYS being transformed into a 67.67% subsidiary, the net excess of net assets over cost of business combination amounted to RM22.29m has been recognised in the income statement; to part finance the purchase of additional shareholdings in MYS, the Company had drawndown a term loan amounted to RM105.969m;
(ii) the negative goodwill at the beginning of the quarter amounting to RM5.66m has been recognised with a corresponding adjustment to the opening balance of retained earnings;
(iii) arising from the completion of the disposal of a piece of leasehold land together with buildings erected thereon, a net gain amounted to RM8.96m has been recognised in the income statement and the revaluation surplus included in the brought forward equity together with the deferred tax totaling RM21.17m has been transferred directly to the retained earnings accounts.
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
There was no issuance, cancellations, repurchase, resale or repayment of debts and securities during the financial period.

7.
DIVIDENDS PAID

There were no dividends paid or declared during the current quarter.
8.
SEGMENT REPORTING

The segment revenue and segment result for the financial period ended 31st March 2006 is as follows :
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9.
CARRYING AMOUNT OF PROPERTY, PLANT AND EQUIPMENT
Saved as announced in the MYS’s interim report, 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

Saved as announced in the MYS’s interim report, there has not arisen in the interval between the end of the first quarter 2006 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 2006 in respect of which this announcement is made.
11.
CHANGES IN THE COMPOSITION OF THE GROUP

Subsequent to the shareholders’ approval obtained in an Extraordinary General Meeting held on 19 December 2005, MYS became a subsidiary of the Company following the completion of the conditional voluntary offer by the Company to acquire all the remaining ordinary shares of RM1.00 each in MYS which are not held directly or indirectly by the Company and the parties acting in concert with it for a cash consideration of RM1.50 per MYS share on 27 January 2006. Together with the addition of 2,531,274 MYS shares that the Company acquired from the open market on 3 February 2006, as at 31 March 2006, the Company holds 136,420,075 MYS shares representing 67.67% of the total issued and paid-up share capital of MYS.
Save for the above and as announced in the MYS’s interim report, there were no other significant changes in the composition of the group for the current quarter.

12. CONTINGENT LIABILITIES OR CONTINGENT ASSETS 

Saved as announced in the MYS’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 for the first quarter 2006 of RM261.948m, represents an increase of 89.66% compared to RM138.114m in the corresponding period of 2005. The increase was mainly due to the first time incorporation of MYS’s revenue as a subsidiary company of RM132.906m in the current quarter coupled with higher business volume from the trading subsidiary companies resulting from improved business sentiment in tandem with international steel price movement towards the end of the quarter.
Group profit before tax (“PBT”) for the first quarter in the year recorded at RM38.293m as compared to that of RM15.535m in the corresponding period of 2005. Lower profit margin were recorded from operation of both trading and manufacturing units due to higher cost of sales. However, the Group’s PBT registered an increase by more than 100% were mainly due to the :
(i) recognition of the net excess of net assets over cost of business combination amounted to RM22.29m following the completion of the conditional voluntary offer by the Company whereby MYS becomes a 67.67% subsidiary of the Company; 
 (ii)
recognition of gain amounted to RM10.41m arising from the completion of the disposal of a piece of leasehold land together with buildings erected thereon.
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 Group registered higher profit before tax (“PBT”) in the first quarter 2006 of RM38.293m compared to that of loss of RM0.553m in the fourth quarter of 2005 was mainly due to the recognition of the net excess of net assets over cost of business combination beside the gain on disposal of a piece of leasehold land together with buildings erected thereon as explained in the item 13 above. In additional, the higher PBT were due to higher revenue and the consolidation of MYS’ result in the current quarter resulting from enhanced business sentiment with the improved international steel prices by the end of the reporting quarter also contributed to the improved performance.
15.
CURRENT YEAR PROSPECTS

In view of the improved international price and domestic demand for steel products, the Directors are of the opinion that the Group should be able to achieve satisfactory results for the remaining quarters of the year should the price and demand remains favourable. 

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 2.34% for the current quarter was lower than the statutory tax rate were mainly due to the effect of non-taxable income of the net excess of net assets over cost of business combination coupled with a lower real property gain tax rate of 5% on gain on disposal of land and buildings besides the reversal of provision of deferred taxation.
18. SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

On 13 March 2006, Anshin Steel Industries Sdn Bhd, a wholly-owned subsidiary of the Company has completed the disposal of a piece of leasehold land together with buildings erected thereon to Toyota Auto Body (Malaysia) Sdn Bhd, a wholly-owned subsidiary of Toyota Auto Body Co., Ltd, for a total consideration of Ringgit Malaysia Forty-Four Million Seven Hundred Forty-Two Thousand Two Hundred and Fifty (RM44,742,250-00) only.  
Save for the above and as announced in the MYS’s interim report, there was no other 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 other than that arose from the consolidation of the same in a subsidiary company which was acquired during the quarter.


(b)
The investments in quoted securities as at 31/03/2006 :-
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20.
STATUS OF CORPORATE PROPOSALS
Saved as announced in the MYS’s interim report, there were no corporate proposals announced but not completed as at the date of this announcement.
21. GROUP BORROWINGS AND DEBT SECURITIES


The total group borrowings as at 31st March 2006 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 3 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

Saved as announced in the MYS’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 interim dividend for the current quarter ended 31st March 2006.         

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

25 May 2006
Petaling Jaya, Selangor Darul Ehsan
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