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 2008.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 2008. 

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 2008.
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 UNUSUAL ITEMS 

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period to-date.
5. NATURE AND AMOUNT OF CHANGES IN ESTIMATES 

There were no major changes in estimates that have had material effect on the financial period results.

6. DEBT AND EQUITY SECURITIES

There were no issuances, cancellations, repurchase, resale or repayments of debt and equity securities during the financial period under review. 
7. DIVIDENDS PAID

No dividend was paid during the financial period to-date.
8. SEGMENTAL REPORTING

The segment revenue and segment results for the financial period ended 31 March 2009 were as follows:
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Manufacturing Trading Others Elimination Consolidated

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

REVENUE

External sales 157,722           61,715           690                 

Inter-company transactions 23,486            18,384           9,688                (51,558)        

Total sales 181,208           80,099           10,378              (51,558)         220,127             

RESULTS

Segment results (32,151)           (1,930) 5,532 (4,825)          (33,374)              

Negative goodwill arising   

  from acquisition of subsidiaries  -                    

Finance cost (8,215)

Interest income 451

Share of results of 

 associated companies 14

Taxation 1,200                 

Profit after taxation (39,924)              

Iron & Steel


9. VALUATION OF PROPERTY, PLANT AND EQUIPMENT, PREPAID LEASE PAYMENTS AND INVESTMENT PROPERTIES  
The valuations of property, plant and equipment, prepaid lease payments and investment properties have been brought forward without amendments from the previous annual report.

10. 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.
11. CHANGES IN THE COMPOSITION OF THE GROUP

There were no significant changes in the composition of the Group during the financial period under review.
12. CONTINGENT LIABILITIES OR CONTINGENT ASSETS 

There were no contingent liabilities or contingent assets, which upon becoming enforceable, may have a material effect on the net assets, profit or financial position of the Group. 
13. CAPITAL COMMITMENTS


The capital commitments as at 31 March 2009 were as follows :


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

RM'000

(a) contracted but not provided for 165,824        

(b) approved but not contracted for 225,113        


14. REVIEW OF PERFORMANCE 

During the quarter under review, the Group recorded a lower revenue of RM 220.13 million which represents a decrease of 67% or RM 451.18 million as compared to RM 671.31 million for the corresponding quarter of the preceding year. The decrease in revenue was mainly due to lower selling prices and sales volume of various steel products as a result of the depressed local and international market conditions.  
The Group recorded a loss before tax of RM 41.12 million for the current quarter as compared to a profit before tax of RM 125.86 million for the corresponding quarter of the preceding year. The loss was mainly attributable to the effects of depressed steel prices that resulted in a severe margin squeeze in the current quarter and overhead expenses necessarily incurred during our plant shut down for upgrading works.
15. VARIATION OF RESULTS AGAINST PRECEDING QUARTER 

The Group recorded a slightly lower revenue of RM 220.13 million for the current quarter as compared to RM 225.39 million for the preceding quarter. This was mainly attributable to continuous depressed selling prices of various steel products. However, sales volume showed a marginal improvement in the current quarter as compared to the preceding quarter. 
The Group reported a loss before tax of RM 41.12 million for the current quarter which represents an improvement of RM 289.2 million as compared to a loss before tax of RM 330.32 million for the preceding quarter. The loss is lower as compared to the loss in the preceding quarter which was caused by a hefty write down in inventory of RM 335.17 million. 

16. PROSPECTS

The year 2009 began within an environment of volatile price movements in the international steel market amidst global financial crisis and economic recession. Nevertheless, the commencement of various economic stimulus packages across the world which generally placed heavy focus on construction and infrastructure developments to pump-prime their economies is expected to boost the global steel consumption especially the demand for construction steels. However, flat products’ demand is anticipated to continue to be sluggish as the automobile, consumer products, household appliances, shipbuilding industries have yet to recover from the world economic meltdown and an unprecedented fall in global demand. 
On the domestic front, the Group expects demand to improve upon the roll-out of a number of mega projects under both the Ninth Malaysia Plan and the announced economic stimulus packages.
The Group will continuously be on the lookout for opportunities to grow export sales, particularly to the regional markets which have shown signs of recovery in steel consumption. The Group will also continue to remain focused on the improvement of production efficiency and effective execution in strategic procurement and inventory management.   
Given the improved market sentiments both internationally and locally, the Board of Directors is of the opinion that the Group’s performance will continue to improve in the remaining quarters of the year 2009. 

17. VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Group did not issue any profit forecast or profit guarantee for the financial year ending 31 December 2009.
18. TAXATION

The tax figures comprise :-


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

31.03.2009 31.03.2009

RM'000 RM'000

Malaysian taxation

-  current year taxation

subsidiary companies 471                471               

associated companies -                -               

-  deferred taxation

subsidiary companies (1,671)            (1,671)           

associated companies -                -               

(1,200)            (1,200)           

The Group’s current year taxation for the financial period to date is mainly in respect of taxation on the business income of certain subsidiary companies whereas the deferred taxation is mainly due to the recognition of tax loss of other subsidiary companies for the period.

19. SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

On 18 February 2009, the Company’s subsidiary, Ann Joo Steel Bhd (“AJSB”), has completed the disposal of a freehold land, Lots 1603 & 1604, Jelai, Negeri Sembilan to Yap Ching Leong for a cash consideration of RM440,000.

AJSB’s subsidiary, AJSB Properties Sdn Bhd has completed the disposal of 11 units of Pandan Jaya shoplots with the receipt of the balance purchase consideration of RM 9.70 million as at 30 April 2009. 
The Company’s subsidiary, Ann Joo Management Services Sdn Bhd (“AJMS”), formerly known as Ann Joo Distripark Sdn bhd, has on 22 December 2008 entered into a Sale and Purchase Agreement (“SPA”) 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 SPA is still pending completion.
Save as disclosed above, there was no significant sales of unquoted investments and/or properties during the financial period to-date. 
20. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There were no purchases or disposals of quoted securities during the financial period to-date. 

The investments in quoted securities as at 31 March 2009 were as follows :-


[image: image4.emf]RM

(i) at cost 399,434  

(ii) at carrying value/book value 172,063  

(iii) at market value 105,512  


21. STATUS OF CORPORATE PROPOSALS

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

22. GROUP BORROWINGS AND DEBT SECURITIES

The Group’s borrowings as at 31 March 2009 were as follows :-

[image: image5.emf]RM'000

Short term borrowings :-

- Secured 63,041         

- Unsecured 750,179        

813,220        

Long term borrowings :-

- Secured 250,445        

- Unsecured -              

250,445        

Total borrowings 1,063,665     


23. 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                  16,630              60,023 

Future sale of steel products and

purchaseofrawmaterialandsettlement

of foreign currency trade loan

EURO 120 545 Futurepurchaseofproperty,plantand

equipment

JPY                  47,757                1,819  Futurepurchaseofproperty,plantand

equipment

SGD                   1,509                3,625  Future sales of steel products

  

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.

24. MATERIAL LITIGATION

There was no material litigation against the Group as at the date of this report.
25. DIVIDEND
The Board of Directors does not recommend any interim dividend for the current quarter ended 31 March 2009 (1st quarter 2008 : Nil).
26. EARNINGS PER SHARE
Basic  EPS  is  calculated  by  dividing  the profit/(loss) 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 3 months ended

31.03.2009 31.03.2009

Profit/(Loss) attributable to equity holders (RM'000) (38,866)                  (38,866)               

Weighted average number of

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

Basic earnings/(loss) per share (sen) (7.73)                     (7.73)                  


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 3 months ended

31.03.2009 31.03.2009

Adjusted profit/(loss) attributable to

  equity holders (RM'000) (36,297)              (36,297)             

Adjusted weighted average number of

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

Diluted earnings/(loss) per share (sen) (4.75)                  (4.75)                


27. Assets Classified As Held for Sale 

As stated in the Note 19 Sale of Unquoted Investments and/or Properties, the disposal of 2 pieces of freehold lands and 7 units of shoplots which the sales and purchase agreements were completed in the current quarter and the disposal of the remaining 4 units of shoplots was completed subsequent to the end of the current quarter. The assets classified as held for sales are recognized at the lower of carrying amount or fair value as at the financial periods as follows:-


[image: image9.emf]31.3.2009 

RM’000

Investment Properties and Freehold Land  3,925 11,190



31.12.2008 

RM’000


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 26 May 2009.

By Order of the Board

Leong Oi Wah (MAICSA 7023802) 

Soo Shiow Fang (MAICSA 7044946)

Company Secretaries

26 May 2009
Selangor Darul Ehsan
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								Contracted Amount				(RM'000)

				Currency				('000)				equivalents				Nature

				USD				                  16,630				            60,023				Future sale of steel products and purchase of raw material and settlement of foreign currency trade loan

				EURO				120				545				Future purchase of property,plant and equipment

				JPY				                  47,757				              1,819				Future purchase of property, plant and equipment

				SGD				                   1,509				              3,625				Future sales of steel products
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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

																3 months ended				3 months ended

																31.03.2009				31.03.2009

		Profit/(Loss) attributable to equity holders										(RM'000)				(38,866)				(38,866)

		Weighted average number of

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

		Basic earnings/(loss) per share										(sen)				(7.73)				(7.73)
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										Iron & Steel

										Manufacturing				Trading						Others				Elimination						Consolidated

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

		REVENUE

		External sales								157,722				61,715						690

		Inter-company transactions								23,486				18,384						9,688				(51,558)

		Total sales								181,208				80,099						10,378				(51,558)						220,127

		RESULTS

		Segment results								(32,151)				(1,930)						5,532				(4,825)						(33,374)

		Negative goodwill arising

		from acquisition of subsidiaries																												- 0

		Finance cost																												(8,215)

		Interest income																												451

		Share of results of

		associated companies																												14

		Taxation																												1,200

		Profit after taxation																												(39,924)
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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

																3 months ended				3 months ended

																31.03.2009				31.03.2009

		Adjusted profit/(loss) attributable to

				equity holders								(RM'000)				(36,297)				(36,297)

		Adjusted weighted average number of

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

		Diluted earnings/(loss) per share										(sen)				(4.75)				(4.75)
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												3 months ended				3 months ended

												31.03.2009				31.03.2009						31/03/2006

												RM'000				RM'000						RM'000

				Malaysian taxation

				-  current year taxation

						subsidiary companies						471				471						3,232

						associated companies						- 0				- 0						(11)

				- underprovision in prior years

						subsidiary companies						- 0				- 0						(7)

				- real property gain tax								- 0				- 0						1,453

				- tax for first and final dividend by

				a subsidiary company								- 0				- 0						429

				-  deferred taxation

						subsidiary companies						(1,671)				(1,671)						(4,201)

						associated companies						- 0				- 0						- 0

												(1,200)				(1,200)						895
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				Short term borrowings :-

				- Secured												63,041

				- Unsecured												750,179

																813,220

				Long term borrowings :-

				- Secured												250,445

				- Unsecured												- 0

																250,445

				Total borrowings												1,063,665
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								31.12.2008 RM’000

				31.3.2009 RM’000

		Investment Properties and Freehold Land		3,925				11,190
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				(i)		at cost						399,434

				(ii)		at carrying value/book value						172,063

				(iii)		at market value						105,512






