ANN JOO RESOURCES BERHAD (371152-U) 

(“AJR” or “THE COMPANY”)

EXPLANATORY NOTES

1. BASIS OF PREPARATION

The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standards (“FRS”), FRS 134 : Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Bhd (“Bursa Securities”).  

The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2007.These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2007. 

The interim financial statements have been prepared in accordance with the same accounting policies and methods of computation adopted in audited financial statements for the financial year ended 31 December 2007 unless as otherwise stated in Note 2 Adoption of Revised FRSs.

2. ADOPTION OF REVISED FINANCIAL REPORTING STANDARDS 

The significant accounting policies adopted are consistent with those of the audited financial statement for the financial year ended 31 December 2007 except for the adoption of the following revised FRSs effective for the financial periods beginning 1 January 2008. 

FRS 107


Cash Flow Statements

FRS 112


Income Taxes

FRS 118


Revenue

FRS 134


Interim Financial Reporting

FRS 137


Provisions, Contingent Liabilities and Contingent Assets

Amendment to FRS 121 
The Effects of Changes in Foreign Exchange Rates 

  - Net Investment in a Foreign Operation 

Following the adoption of the FRS 112, a tax incentive that is not a tax base of an asset is recognised as a reduction of tax expense in the income statement as and when it is granted and claimed. Any unutilised portion of the tax incentive shall be recognised as a deferred tax asset to the extent that it is probable that future taxable profits will be available against which the unutilised tax incentive can be utilised. This change in accounting policy is applied retrospectively and the effects arising from the adoption of FRS 112 are as follows:

Consolidated Income Statement for the year ended 31 December 2007 



                  
            RM’000

Profit for the year                                            
                 219,292     

Reduction in deferred tax asset due to utilisation


 of reinvestment allowance during the year                   (21,436)


                                                                            ________



Profit for the year, restated                                               197,856







          ========

Save as disclosed above, the application of the abovementioned FRSs does not have any material impact on the financial statements of the Group.

At the date of authorization of these interim financial statements, the Group has not yet applied the following Financial Reporting Standards (“FRS”) and Issues Committee (“IC”) Interpretation that have been issued by the MASB but yet to be effective::- 

FRS 139 


Financial Instruments : Recognition and Measurement
FRS 7 


Financial Instruments: Disclosures

FRS 8 


Operating Segments

IC Interpretation 10 
Interim Financial Reporting and Impairment
All the new FRS and IC Interpretations above are effective from 1 January 2010, with the exception of FRS 8, which is effective from 1 July 2009. The Group is exempted from disclosing the possible impact, if any, to the financial statements upon its initial application of the above-mentioned FRS and IC Interpretation. 

3. STATUS OF AUDIT QUALIFICATION

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

4. 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.

5. NATURE AND AMOUNT OF UNUSUAL ITEMS 

Except for the  inventories write down of RM470.33 million, there were no unusual items affecting assets, liabilities, equity, net income, or cash flows in the and financial year.
6. NATURE AND AMOUNT OF CHANGES IN ESTIMATES 

There were no major changes in estimates that have had material effect on the current quarter and financial year results.

7. DEBT AND EQUITY SECURITIES

During the quarter under review, the Company repurchased 5,000 shares of its issued share capital from the open market at an average purchase price of RM 1.22 per share.  As at 31 December 2008, out of the total 522,707,278 issued and fully paid ordinary shares, 20,011,300 shares were held as treasury shares at an average purchase price of RM 3.37 per share. The share buyback transactions were financed by internally generated funds.

Save as disclosed above, there were no issuances, cancellations, resale or repayments of debt and equity securities during the quarter under review. 
8. DIVIDENDS PAID

During the financial year ended 31 December 2008, the Company has paid :

(a)  a final dividend of 8 sen per share less income tax of 26% in respect of the financial year ended 31 December 2007 amounting to RM 30,405,350 on 16 June 2008;
(b)  a first interim dividend of 12 sen per share less income tax of 26% in respect of the financial year ended 31 December 2008 amounting to RM 44,646,800 on 2 September 2008.
9. SEGMENTAL REPORTING

The segment revenue and segment result for the financial year ended 31 December 2008 were as follows:


[image: image1.emf]Continuing Operations  

Manufacturing Trading Others Elimination Consolidated

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

REVENUE

External sales 1,918,212        301,376         2,466               

Inter-company transactions 47,773            7,428             109,240            (164,441)      

Total sales 1,965,985        308,804         111,706            (164,441)       2,222,054           

RESULTS

Segment results 104,375           36,785 (17,224) 123,936             

Negative goodwill arising   

  from acquisition of subsidiaries  3,379                 

Finance cost (25,177)

Interest income 2,800

Share of results of 

 associated companies 149

Taxation 29,766               

Profit after taxation 134,853             

Discontinued Operation

Profit from assets held for sale 13,706               

Profit after taxation 148,559             

Iron & Steel


10. VALUATION OF PROPERTY, PLANT AND EQUIPMENT, PREPAID LEASE PAYMENTS AND INVESTMENT PROPERTIES  
The properties, prepaid lease payments and investment properties of the Group have been revalued by an independent valuer on an open market basis during the period under review. The property, plant and equipment, prepaid lease payments and investment properties have been stated at cost or fair value less accumulated depreciation.
11. MATERIAL EVENTS SUBSEQUENT TO THE END OF THE PERIOD

There has not arisen in the interval between the end of the current quarter and the date of this report, any item, transaction or event of a material and unusual nature likely in the opinion of the Board of Directors, to affect substantially the results of the operations of the Group for the current quarter in respect of which this announcement is made.
12. CHANGES IN THE COMPOSITION OF THE GROUP

There were no significant changes in the composition of the group during the quarter under review.
13. CONTINGENT LIABILITIES OR CONTINGENT ASSETS 

During the financial year ended 31 December 2008, the Company had given corporate guarantees amounting to RM 510 million to the financial institutions for syndicated term loan and letter of credit facilities of RM 500 million and foreign exchange contract facility of RM 100 million granted to the Company’s subsidiary, Ann Joo Integrated Steel Sdn Bhd, for the financing of a blast furnace project. 

Save as disclosed above, there were no material contingent liabilities or contingent assets since the last audited annual balance sheet date.

14. CAPITAL COMMITMENTS


The capital commitments as at 31 December 2008 were as follows :


[image: image2.emf]Commitments in respect of capital expenditure :

RM'000

(a) contracted but not provided for 234,054        

(b) approved but not contracted for 238,937        


15. REVIEW OF PERFORMANCE 

During the quarter under review, the Group recorded lower revenue of RM 225.39 million, a decrease of 66% or RM 431.54 million as compared to RM 656.93 million in the corresponding quarter of the preceding year. For the financial year ended 31 December 2008, the Group registered a marginal growth in revenue of RM 2.22 billion as compared to the revenue of RM 1.95 billion for the preceding year.
During the quarter under review, the revenue was hit by continuous deterioration in international steel prices and severe demand lacklustre resulting from the world economic meltdown and contraction of global output.  The cooling momentum of steel demands has been felt from the spreading effects of the financial turmoil which led to a global liquidity and solvency crisis. Consequently, a slump in the funding and investment spending has severely affected the steel consumption worldwide. 
The Group’s revenue for the financial year was better than the preceding year. This was mainly due to better selling prices of various groups of steel products as a result of robust international market in the first half of year 2008. 
The Group recorded a loss before tax of RM 330.32 million in the current quarter as compared to a profit before tax (“PBT”) of RM 63.46 million in the corresponding quarter of the preceding year. The loss was mainly attributable to an additional inventory write down by RM 335.17 million to its net realizable value as a result of a sharp contraction in steel prices coupled with shrinkage in demand of various steel products during the quarter under review. 

On a financial year basis, the Group recorded a PBT of RM 105.09 million after the write down in inventory amounting to RM 470.33 million as compared to a PBT of RM 212.39 million for the preceding year. Steel prices and demand that tumbled on the spreading effects of the global recession has partially offset the Group’s profitability derived from robust international steel market in the first half of the year.
16. VARIATION OF RESULTS AGAINST PRECEDING QUARTER 

The Group recorded lower revenue of RM 225.39 million in the current quarter as compared to     RM 618.85 million in the preceding quarter. This was mainly attributable to lower sales volume and selling prices of various steel products in the current quarter. 
The Group registered a loss before tax of RM 330.32 million in the current quarter as compared to a PBT of RM 81.90 million in the preceding quarter. The loss was mainly due to lower sales volume and selling prices of various steel products coupled with an additional write down in inventory value to the prevailing price level resulting from the steep plunge in international steel prices in the current quarter. 
17. PROSPECTS

The outlook of the steel industry will continue to be challenging in the midst of the global financial crisis and economic recession. Demand for long products is expected to rebound more quickly as the construction industry will benefit from the fiscal stimulus measures initiated by various governments to pump-prime the economy. However, the flat product market appears to be vulnerable as automobile, consumer products, household appliances, shipbuilding industry have started to feel the pinch from the fall in global demand. 
Domestic demand is expected to remain sluggish in anticipation of further delays in the roll-out of mega projects under the Ninth Malaysia Plan and the RM 7 billion economic stimulus package. Only a number of projects are expected to commence or resume construction in the near future.   

With the commencement of the pump-priming activities in various countries that will boost steel consumption, the Group will continuously be on the lookout for opportunities to grow the export sales particularly to the regional market which has shown signs of recovery in steel consumption.  
Amidst the challenges and uncertainties facing the global and domestic economies, the Board of Directors is of the opinion that, given a lower input cost level coupled with upgraded steel making facilities, the performance of the Group will remain satisfactory in year 2009. 

18. VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Group did not issue any profit forecast or profit guarantee for the financial year ended 31 December 2008.
19. TAXATION

The tax figures comprise :-


[image: image3.emf]3 months ended 12 months ended

31.12.2008 31.12.2008

RM'000 RM'000

Continuing Operations

Malaysian taxation

-  current year taxation

subsidiary companies (74,929)          18,105          

associated companies -                -               

-  deferred taxation

subsidiary companies (54,788)          (47,871)         

associated companies -                -               

(129,717)        (29,766)         

Discontinued Operation

Malaysian taxation

-  current year taxation

subsidiary companies -                -               

-  deferred taxation

subsidiary companies 19                

(129,698)        (29,766)         

The effective tax rate was lower than the statutory tax rate mainly due to the utilisation of reinvestment allowances and tax incentive to increase exports under the Income Tax (Exemption) (No. 17) Order, 2005 and provisions of deferred tax assets by some subsidiary companies. 

20. SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

The Company’s subsidiary, Ann Joo Steel Bhd (“AJSB”), entered into a share sales agreement for the disposal of its entire 60% equity interest of 9,000,000 ordinary shares of RM 1.00 each in the issued and fully paid capital of its subsidiary company, Empresa (M) Sdn Bhd, to C.B. Industrial Product Holding Bhd for a cash consideration of RM 30,374,391 on 14 November 2007. The agreement was completed on 14 July 2008.

In May 2008, AJSB completed a disposal of a freehold land, Lots 722, 724, 726, 728 & 730, Pekan Sungai Kob, to Setia Kawan Kilang Kelapa Sawit Sdn Bhd for a cash consideration of RM 1.1 million giving rise to a profit on disposal of property, plant & equipment amounting to RM 400,000. 
On 20 October 2008, AJSB entered into a Sale & Purchase Agreement (“SPA1”) for the disposal of a freehold land, Lots 1603 & 1604, Jelai, Negeri Sembilan to Yap Ching Leong for a cash consideration of RM440,000. A deposit of RM44,000 was received and the SPA1 is still pending completion.
On 28 October 2008, AJSB’s subsidiary, AJSB Properties Sdn Bhd (“AJSBP”) entered into a Sale & Purchase Agreement (“SPA2”) for the disposal of a four-storey shoplot, Lot 629, No.29, Pandan Jaya, Kuala Lumpur to Ng Yik Huat and Ng Yeak Cheng for a cash consideration of RM 975,000. A deposit of RM 97,500 was received and the SPA2 is still pending completion.
On 29 October 2008, AJSBP entered into a Sale & Purchase Agreement (“SPA3”) for the disposal of two units of four-storey shoplots, Lot 634, No.39 and Lot 635, No. 41 located at Pandan Jaya, Kuala Lumpur to Bintang Maju Commercial Sdn Bhd for a cash consideration of RM 1,950,000. A deposit of RM 195,000 was received and the SPA3 is still pending completion.
On 12 November 2008, AJSBP entered into a Sale & Purchase Agreement (“SPA4”) for the disposal of four units of four-storey shoplots, Lot 622, No.36; Lot 623, No.34; Lot 624, No.32  and Lot 625, No.30 located at Pandan Jaya, Kuala Lumpur to Tan Ah Peng and Lim Yoke Yong for a cash consideration of RM 3,900,000. A deposit of RM 390,000 was received and the SPA4 is still pending completion.
On 19 November 2008, AJSBP entered into a Sale & Purchase Agreement (“SPA5”) for the disposal of two units of four-storey shoplots, Lot 632, No.35 and Lot 633, No. 37 located at Pandan Jaya, Kuala Lumpur to Pembinaan Aktif Gemilang Sdn Bhd for a cash consideration of RM 1,950,000. A deposit of RM 195,000 was received and the SPA5 is still pending completion.
On 19 November 2008, AJSBP entered into a Sale & Purchase Agreement (“SPA6”) for the disposal of a four-storey shoplot, Lot 631, No.33, Pandan Jaya, Kuala Lumpur to Microfocus (M) Sdn Bhd for a cash consideration of RM 1,000,000. A deposit of RM 100,000 was received and the SPA6 is still pending completion.
On 1 December 2008, AJSBP entered into a Sale & Purchase Agreement (“SPA7”) for the disposal of a four-storey shoplot, Lot 630, No.31, Pandan Jaya, Kuala Lumpur to See Poo Ling and Cheah Goi Ching for a cash consideration of RM 975,000. A deposit of RM 97,500 was received and the SPA7 is still pending completion
On 22 December 2008, the Company’s subsidiary, Ann Joo Management Services Sdn Bhd (“AJMS”), formerly known as Ann Joo Distripark Sdn bhd, entered into a Sale and Purchase Agreement (“SPA8”) for the disposal of a piece of industrial land together with a single-storey office cum warehouse, Lot 2171, Section 66 Kuching Town Land District to TCT Property Sdn Bhd for a cash consideration of RM 2,200,000. A deposit of RM 220,000 was received and the SPA8 is still pending completion.
Save as disclosed above, there was no significant sales of unquoted investments and/or properties during the financial year ended 31 December 2008. 

21. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There were no purchase or disposal of quoted securities during the financial year ended 31 December 2008. 

The investments in quoted securities as at 31 December 2008 were as follows :-


[image: image4.emf]RM

(i) at cost 399,434  

(ii) at carrying value/book value 172,064  

(iii) at market value 103,376  


22. STATUS OF CORPORATE PROPOSALS

There were no corporate proposals announced but not completed as at the date of this report.

23. GROUP BORROWINGS AND DEBT SECURITIES

The total group borrowings as at 31 December 2008 were as follows :-

[image: image5.emf]RM'000

Short term borrowings :-

- Secured 68,722         

- Unsecured 755,340        

824,062        

Long term borrowings :-

- Secured 211,153        

- Unsecured -              

211,153        

Total borrowings 1,035,215     


24. FINANCIAL INSTRUMENTS 

Forward foreign currency exchange contracts are entered into by the Group to manage the exposures to fluctuation in foreign currency exchange rate on specific transactions.

(a) The forward foreign currency exchange contracts which were entered into by the Group to limit its exposure on cash flows generated from anticipated transactions denominated in foreign currency were as follows :- 

[image: image6.emf]Contracted Amount (RM'000)

Currency ('000) equivalents Nature

USD 17,888                   64,199              Future purchase of steel

products and raw materials 

SGD 764                       1,837                Future sales of steel products

EURO 120                       545                  Future purchase of property,

plant and equipment 


The contracts mature within 12 months.

Exchange gains 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 were executed with creditworthy financial institutions in Malaysia. The Board of Directors is of the view that the possibility of non-performance by the financial institutions concerned is remote on the basis of their financial strength.

25. MATERIAL LITIGATION

There was no material litigation against the Group as at the date of this report.
26. DIVIDEND
The Board of Directors does not recommend any final dividend in respect of financial year ended 31 December 2008.
27. EARNINGS PER SHARE

Basic  EPS  is  calculated  by  dividing  the profit attributable to equity holders of the Company  for  the  period by the weighted  average  number  of  ordinary  shares  of  the  Company  in  issue  during  the  financial  period as set out below:-


[image: image7.emf]3 months ended 12 months ended

31.12.2008 31.12.2008

(Loss)/Profit attributable to equity holders (RM'000) (195,773)                139,190               

Weighted average number of

ordinary shares in issue or issuable ('000) 502,696                  509,689               

Basic earnings per share (sen) (38.94)                    27.31                  

For  the  purpose  of  calculating  diluted  EPS,   the weighted  average  number  of  ordinary  shares  in  issue  have been  adjusted  for  the  dilutive  effects  of  all  potential conversion of any convertible securities issued during the financial period as set out below:- 

[image: image8.emf]3 months ended 12 months ended

31.12.2008 31.12.2008

Adjusted (loss)/profit attributable to

  equity holders (RM'000) (191,519)             155,604             

Adjusted weighted average number of

ordinary shares in issue or issuable ('000) 764,050              763,902             

Diluted earnings per share (sen) (25.07)                20.37                


28. 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 23 February 2009.

By Order of the Board

Leong Oi Wah (MAICSA 7023802) 

Soo Shiow Fang (MAICSA 7044946)

Company Secretaries

23 February 2009
Selangor Darul Ehsan
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		Continuing Operations								Iron & Steel

										Manufacturing				Trading						Others				Elimination						Consolidated

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

		REVENUE

		External sales								1,918,212				301,376						2,466

		Inter-company transactions								47,773				7,428						109,240				(164,441)

		Total sales								1,965,985				308,804						111,706				(164,441)						2,222,054

		RESULTS

		Segment results								104,375				36,785						(17,224)										123,936
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																3 months				3 months

																ended				ended

																31.03.2008				31.03.2008

		Net profit attributable to equity

				holders of the parent								(RM'000)				104,948				104,948

		Weighted average number of

		ordinary shares in issue										('000)				517,389				517,389

		Basic earnings per share										(sen)				20.28				20.28
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		(Loss)/Profit attributable to equity holders										(RM'000)				(195,773)				139,190

		Weighted average number of

				ordinary shares in issue or issuable								('000)				502,696				509,689
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				USD				17,888				64,199				Future purchase of steel products and raw materials
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				EURO				120				545				Future purchase of property,
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		Weighted average number of
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												3 months ended				12 months ended
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												RM'000				RM'000						RM'000
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				(b)		approved but not contracted for						238,937
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				(iii)		at market value						103,376






