
THREE-A RESOURCES BHD (“TARB” OR “THE COMPANY”)

RESEARCH REPORT FOR THE PERIOD ENDED 31 DECEMBER 2006

1.
CONSOLIDATED FINANCIAL RESULTS 

(a) Summary of financial results for the past five (5) financial years

	
	Audited Results for the past financial years ended 31 December
	Unaudited financial results for the financial year ended 31 December

	
	2002
	2003
	2004
	2005
	2006

	
	
	
	
	
	

	Revenue (RM’000)
	23,781
	40,501
	60,595
	70,786
	84,016

	
	
	
	
	
	

	Profit before Tax (“PBT”) (RM’000)
	2,590
	3,238
	6,267
	5,573
	9,400

	
	
	
	
	
	

	PBT Margin (%)
	10.89
	7.99
	10.34
	7.87
	11.19

	
	
	
	
	
	

	Profit after tax (“PAT”) (RM’000)
	1,764
	2,617
	4,445
	4,839
	8,608

	
	
	
	
	
	

	Gross earnings per share (“EPS”) (sen)
	3.2
	2.3
	4.5
	3.6
	5.4

	
	
	
	
	
	

	Net EPS (sen)
	2.2
	1.9
	3.2
	3.1
	4.9


For the current financial year ended (“FYE”) 31 December 2006, TARB Group recorded revenue and PBT of approximately RM84.016 million and RM9.400 million respectively. Comparing to preceding FYE 31 December 2005, the Group has recorded an increase in revenue and PBT by approximately 18.69% and 68.67% respectively. 

Further, the Group’s PAT increased by 77.89% or from RM4.839 million to RM8.608 million mainly resulting from cost savings measures implemented and improved efficiency in the production during the year under review.

(b) Summary of financial results for the period under review

	


	3rd Quarter ended 30.9.2006 (“3Q”)
	4th quarter ended 31.12.2006 (“4Q”) 
	Quarter on Quarter
	FYE 31.12.2006
	FYE 31.12.2005
	Year on Year

	
	(RM’000)
	(RM’000)
	(%)
	(RM’000
	(RM’000
	(%)

	
	
	
	
	
	
	

	Turnover
	22,854
	21,437
	(6.2)
	84,016
	70,786
	18.7

	
	
	
	
	
	
	

	PBT
	2,918
	3,481
	19.3
	9,400
	5,573
	68.7

	
	
	
	
	
	
	

	PAT
	2,677
	3,455
	29.1
	8,608
	4,839
	77.9


1.1 Turnover

The Group turnover is slightly lower by 6.20% or from RM22.854 million to RM21.437 million during the current quarter under review as compared to the immediate preceding quarter.

1.2 Profit Before Tax and Profit After Tax 

However, PBT increased by 19.29% or from RM2.918 million to RM3.481 million mainly resulting from cost savings measures implemented and improved efficiency in the production during the quarter under review.

2. INDUSTRY OUTLOOK 

The TARB Group is principally involved in the manufacturing and selling of food and beverage ingredients. In the absence of industry specific to the food and beverage ingredients industry, the outlook of the food and beverage industry is discussed below.

The industry is generally less vulnerable to economic changes in the world. It has been estimated that the present global retail sales in food products are worth US$3.5 trillion and expected to grow at an annual rate of 4.8 per cent to US$6.4 trillion in 2020. The global market value for trade in halal foods is estimated at US$547 billion a year. This large market has created interest from food producing countries worldwide. In this respect, Malaysia has the edge in being recognized internationally as a progressive Muslim country, with the potential of becoming a major producer of halal food products. To realize this potential, apart from the commitment and support by the Government, the food-based industry itself will need to focus its efforts in producing and exporting halal food products.

Growth areas in the food industry are:-

· convenience foods, with a focus on the growing niche market for ethnic foods;
· functional foods, focusing on developing products using Malaysia’s traditional herbs and resources;

· food ingredients; and

· related support services for the further development of the food-based industry.

During the Industrial Master Plan 3 period, 2006- 2002, the food processing industry will be expanded and diversified towards making Malaysia a regional food production and distribution hub, with particular emphasis on halal foods. Greater initiatives on total factor productivity (TFP) growth will be undertaken to strengthen the competitiveness of the industry. These include upgrading human resource and technology, enhancing R&D, undertaking the production and export of high value-added and niche products, and adopting quality standards. 

(Source: Chapter 19 Industrial Master Plan 3)

The huge population of approximately 1.3 billion and 550 million in China and South East Asia region respectively, represents a large potential export market for the TARB Group. With improved standard of living and income per capita in these countries, the people are expected to consume more with increasing demand for convenience food and fast foods. Further, these new markets are expected to augur well for TARB’s products with improved trade liberalization between Malaysia and these countries. 
All products produced by TARB Group are HALAL certified by Islamic Development Department of Malaysia. In view of the outlook of the global halal food market as discussed above, the Company believes that the growth potential for its products will grow in tandem with the demand in the halal market.
(Source: Management of TARB)

3. FUTURE PROSPECTS OF TARB

The Group has been exporting to about sixteen (16) countries and has established a good reputation in the market. Overseas sales contribute approximately 25% to 30% of total turnover and the Company expects future growth given huge potential market in China and the South East Asia countries.

The Company continues to broaden its product range to meet its customers’ needs. One of the Company’s new product is the Maltodextrin which is expected to contribute to the future earnings of the Group. The demand for the Group’s products continues to be strong despite the Group operating in the competitive environment. Barring unforeseen circumstances, the Directors anticipate that the Group will achieve a satisfactory performance for the next financial year.

4. BUSINESS DEVELOPMENT PLAN, RESEARCH AND DEVELOPMENT AND ITS FINANCIAL IMPACT 

As part of the strategic plan for broadening the product base of the Group, TARB is implementing a new project to produce Maltodextrin - a glucose-based powder. Maltodextrin is used for a wide range of products such as 3 in1 products (instant beverage drinks), ice creams and other related ingredient products in the food industry. TARB aims to produce Maltodextrin to substitute similar products that are currently imported. 
Based on the implementation plan, the new product will be sold in the local and export market in early part of the second (2nd) quarter of 2007. The commercialization of Maltodextrin is not expected to have a material financial impact on the earning of the Group for the FYE 31 December 2007. However, moving forward, TARB expects the sale of this product to contribute positively to the earnings of the Group.

TARB have successfully commercialized its Caramel Colour and HVP in its dry powder form in 2003 in line with its plan as disclosed in the prospectus dated 29 June 2002.

The Group’s other future plans include overseas market development in China and South East Asia in order to tap on the huge market size and growth of these countries. It is expected that the progress and development in these countries will further contribute to the Group’s total turnover.
5.
10 LARGEST SECURITIES HOLDER AS AT 23 FEBRUARY 2007
	No.
	Shareholders name


	No of Shares
	%

	1.
	Fang Chew Ham
	55,737,875
	31.85

	2.
	Fong Chiew Hean
	9,919,350
	5.67

	3.
	Foong Chiew Fatt
	9,919,350
	5.67

	4.
	JP Apex Nominees (Tempatan) Sdn Bhd 
Pledged securities account for Teo Siew Lai (margin)
	8,100,000
	4.63

	5.
	Teo Kwee Hock
	8,100,000
	4.63

	6.
	Fong Chu King @ Tong Chu King
	7,610,925
	4.35

	7.
	Mohd Nor Bin Abdul Wahid
	3,150,000
	1.80

	8.
	OSK Nominees (Tempatan) Sdn Berhad

Pledged securities account for Mohd Nor Bin Abdul Wahid
	2,531,250
	1.45

	9.
	Kong Chee Choong
	1,925,000
	1.10

	10.
	OSK Nominees (Tempatan) Sdn Berhad

Pledged securities account for Susy Ding (CEB)
	1,531,500
	0.88


6.
FINANCIAL FORECAST

TARB did not disclose any financial forecast in its prospectus dated 29 June 2002.

7.
UTILISATION OF PROCEEDS


Not applicable.

