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 current quarter and financial year -to-date.
5. 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-to-date results.

6. DEBT AND EQUITY SECURITIES

There were no issuances, cancellations, repurchase, resale or repayments of debt and equity securities on the current quarter. As at 31 December 2009, out of the total 522,707,278 issued and fully paid ordinary shares, 20,031,300 shares were held as treasury shares at an average purchase price of RM 3.37 per share.

7. DIVIDENDS PAID

During the financial year ended 31 December 2009, the Company has paid :

(a)  a first interim dividend of 3 sen per share less income tax of 25% in respect of the financial year ended 31 December 2009 amounting to RM 11,310,209 on 15 December 2009.
8. SEGMENTAL REPORTING

The segment revenue and segment results for the financial year ended 31 December 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 1,034,488        266,596         1,921               

Inter-company transactions 127,097           48,173           81,055              (256,325)      

Total sales 1,161,585        314,769         82,976              (256,325)       1,303,005           

RESULTS

Segment results 47,546            12,721 64,311 (65,679)         58,899               

Finance cost (23,996)              

Interest income 1,171

Share of results of 

 associated companies 270

Taxation (5,531)                

Profit after taxation 30,813               

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 under review 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 changes in contingent liabilities or contingent assets during the financial period under review. 
13. CAPITAL COMMITMENTS


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


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

RM'000

(a) contracted but not provided for 135,092        

(b) approved but not contracted for 159,016        


14. REVIEW OF PERFORMANCE 

During the quarter under review, the Group recorded revenue of RM 276.39 million, representing an increase by RM 51.01 million or 23% as compared to RM 225.39 million for the corresponding quarter of the preceding year. The increase in revenue was mainly due to higher sales tonnage of various steel products in both local and export markets, even at lower selling prices during the period.

For the financial year ended 31 December 2009, the Group’s revenue was RM 1.30 billion as compared to the revenue of RM 2.22 billion for the preceding year. The decline in revenue was mainly due to lower selling price and sales tonnage of various steel products during the year. However, the Group managed to expand its export market with a twofold increase in sales tonnage which has partially offset the impact of a lacklustre domestic market in the absence of major infrastructure projects.  

The Group achieved a profit before tax (“PBT”) of RM 25.94 million for the current quarter as compared to a loss before tax (“LBT”) of RM 330.32 million for the corresponding quarter of the preceding year. The Group’s profitability continued to gather momentum which was primarily driven by the recovery in demand and selling prices of various steel products as compared to the loss position arising from an inventory write down of RM 335.17 million to its net realizable value in the corresponding quarter of the preceding year.
On a year-on-year basis, the Group recorded a PBT of RM 36.34 million as compared to a PBT of RM 105.09 million for the preceding year. The Group’s profitability was affected by lower prevailing selling price of various steel products as compared to the average price level for the year of 2008.

15. VARIATION OF RESULTS AGAINST PRECEDING QUARTER 

The Group recorded revenue of RM 276.39 million for the current quarter, which was 28% lower compared to the revenue of RM 382.19 million for the preceding quarter. The Group registered a PBT of RM 25.94 million for the current quarter, RM 22.92 million lower as compared to a PBT of RM 48.86 million for the preceding quarter. The decline in both revenue and PBT was mainly due to lower export tonnages and steel prices as the negative impact of the seasonal factors was only fully felt in the current quarter.
16. PROSPECTS

The international construction steel market is expected to further improve, on the back of the commencement of massive pump-priming activities worldwide while tight supply of construction steels is expected to continue in the medium term. Underpinned by global economic growth, the urbanisation and industrialisation of emerging markets and developing countries, particularly the B.R.I.C. countries, ASEAN region and Indian sub-continent are expected to relentlessly drive the apparent steel consumption of the countries.   

On the domestic front, the imminent rollout of mega projects under the stimulus packages will spur the steel requirement for infrastructure development and construction activities.
The Group will continue to grow its market presence in the regions which have shown clear signs of recovery in steel consumption and stay focus on the production efficiency improvement activities.  
Riding on a cyclical upswing of steel prices and improved market sentiments in both domestic and international arena, the Group expects to continue to achieve satisfactory performance in the year 2010. 

17. 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 2009.
18. TAXATION

The tax figures comprise :-

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

31.12.2009 31.12.2009

RM'000 RM'000

Malaysian taxation

-  current year taxation

subsidiary companies 270                1,431            

-  deferred taxation

subsidiary companies 2,305             4,100            

2,575             5,531            


The Group’s effective tax rate for the current quarter and the financial year was lower compared to statutory tax rate of 25%, mainly due to utilisation of tax benefits arising from the exemption of income for the value of  increased exports under the Income Tax (Exemption)(No.17) Order, 2005.

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 for a total consideration of RM 10.75 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 with TCT Property Sdn Bhd 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 for a cash consideration of RM 2,200,000. A deposit of RM 220,000 was received and the said agreement is still pending completion.
Save as disclosed above, there were no significant sales of unquoted investments and/or properties during the financial period under review. 
20. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There were no purchases or disposals of quoted securities during the financial period under review. 
The investments in quoted securities as at 31 December 2009 were as follows :-
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(i) at cost 399,434  

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

(iii) at market value 167,937  


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 December 2009 were as follows :-
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Short term borrowings :-

- Secured 336,403        

- Unsecured 559,982        

Total borrowings 896,385        


The Group’s total short term borrowings
 are denominated in Ringgit Malaysia, except for approximately RM59.3 million (USD17.3 million) of short-term borrowings which are unsecured and denominated in US dollars. 
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 21,881                           74,511  Future sales of steel products

SGD 1,266                 3,083                Future sales of steel products

The contracts mature within 12 months.

Forward foreign exchange contracts are accounted for on an equivalent basis as the underlying assets, liabilities or net positions. Any profit or loss arising is recognised on the same basis as that arising from the related assets, liabilities or net positions.
(b) Credit Risk

The above forward foreign exchange contracts were executed with creditworthy financial institutions in Malaysia. The Group 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
On 25 February 2010, the Board of Directors recommended a final dividend of 3 sen per share (less income tax of 25%) in respect of the financial year ended 31 December 2009 for the shareholders’ approval in the forthcoming AGM. The entitlement date and payment date for the proposed final dividend will be determined and announced at a later date.                 

26. 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  current quarter and the financial year as set out below:-

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

31.12.2009 31.12.2009

Profit attributable to equity holders (RM'000) 22,800                 31,617               

Weighted average number of

ordinary shares in issue or issuable ('000) 502,676               502,686              

Basic earnings per share (sen) 4.54                    6.29                   


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 current quarter and the financial year as set out below:-

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

31.12.2009 31.12.2009

Adjusted profit attributable to  (RM'000) 25,332                   41,664                    

equity holders

Adjusted weighted average number of

ordinary shares in issue or issuable ('000) 764,030                 764,039                  

Diluted earnings per share (sen) 3.32                      5.45                       


27. Assets Classified As Held for Sale 

The assets classified as held for sales are recognised at the lower of carrying amount or fair value. Major classes of assets classified as held for sale on the consolidated balance sheets are as follows:-


[image: image9.emf]31.12.2009 

RM’000

Property, Plant and Equipment 705 440

Prepaid Lease Payments 799 -                   

Investment Properties               1,516  10,750

3,020                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 25 February 2010.

By Order of the Board

Leong Oi Wah (MAICSA 7023802) 

Mabel Tio Mei Peng (MAICSA 7009237)
Company Secretaries

25 February 2010
Selangor Darul Ehsan
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