IDEAL JACOBS (MALAYSIA) CORPORATION BHD (857363-U)
____________________________________________________________________________________

UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE 12 MONTHS FINANCIAL PERIOD ENDED 31 DECEMBER 2011

A.
NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS FOR THE FORTH QUARTER ENDED 31 DECEMBER 2011
A1.

Basis of Preparation

The interim financial report is unaudited and has been prepared in accordance with the requirements of Financial Reporting Standards ("FRS") 134: Interim Financial Reporting and ACE Market (“ACE”)  Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”). 
The interim financial statement should be read together with the audited financial statements of Ideal Jacobs (Malaysia) Corporation Bhd (“the Company”) for the financial year ended 31 December 2010 and the accompanying explanatory notes attached to the interim financial report.
The accounting policies and methods of computation adopted by the Company and its subsidiary companies (“the Group”) for this interim financial statement are in compliance with the new and revised FRSs issued by the Malaysian Accounting Standards Board (“MASB”).
A2.

Summary of Significant Accounting Policies 

Save as disclosed below, significant accounting policies adopted are consistent with the audited financial statements for the financial year ended 31 December 2010, except with the adoption of the following FRSs, Issues Committee (“IC”) Interpretations and Amendments to FRS:

	Amendments to FRS 1
	-
	First time adoption of Financial Reporting Standards

· Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters

· Additional Exemptions for First-time Adopters

	Amendments to FRS 2
	-
	Group Cash-settled Share Based Payment Transactions 

	Amendments to FRS 7
	-
	Financial Instruments : Disclosures – Improving Disclosures about Financial Instruments

	IC Interpretation 4
	-
	Determine whether an Arrangement contains a Lease

	IC Interpretation 18
	-
	Transfer of Assets from Customers

	Improvements to FRSs (2010)


The adoptions of the above FRSs, IC Interpretations and Amendments do not have any material impact on the financial statements of the Group.

A3.

Audit Report of Preceding Annual Financial Statements

The preceding year annual audited financial statements were not subject to any qualification.

A4.

Seasonal or Cyclical Factors

The Company's operations were not subject to any seasonal or cyclical changes.

A5.

Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Company since the last annual audited financial statements.

A6.

Material Changes in Estimates

There were no material changes in estimates for the quarter ended 31 December 2011.
A7.

Debt and Equity Securities

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current financial quarter.

A8.

Dividend Paid

There were no dividends declared or paid by the Group for the current quarter under review.
A9.

Segment Information

(i)

Business Segment 
	
	
	Laser/
	Fabrication
	
	
	

	
	Industrial
	die-cut
	of plastic
	
	
	

	Period ended
	labels
	product
	parts
	Other
	Elimination
	Total

	31/12/2011
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	
	

	Revenue:-
	
	
	
	
	
	

	External customers
	8,823
	4,079
	5,532
	1,613
	-
	20,047

	Inter-segment
	     21
	-
	-
	     89
	      (110)
	-

	
	
	
	
	
	
	

	
	8,844
	4,079
	5,532
	1,702
	(110)
	20,047


	
	
	Laser/
	Fabrication
	
	
	

	
	Industrial
	die-cut
	of plastic
	
	
	

	Period ended
	labels
	product
	parts
	Other
	Elimination
	Total

	31/12/2011
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	
	

	Results:-
	
	
	
	
	
	

	Interest income
	
	
	
	
	
	       77

	Finance costs
	
	
	
	
	
	       (12)

	Depreciation
	
	
	
	
	
	  (608)

	Other non-cash expenses (a)
	
	
	
	
	
	  (165)

	Taxation
	
	
	
	
	
	     (926)

	Segment loss
	
	
	
	
	
	  (2,911)

	
	
	
	
	
	
	

	Assets:-
	
	
	
	
	
	

	Additions to non-current assets (b)
	
	
	
	
	
	                2,108

	Segment assets
	
	
	
	
	
	20,590

	
	
	
	
	
	
	

	Liabilities:-
	
	
	
	
	
	

	Segment liabilities
	
	
	
	
	
	     2,954

	
	
	
	
	
	
	


Notes:



(a)
Notes to other non-cash expenses consist of the following item:



	
	Current Year to-Date

31/12/2011

RM’000

	
	

	Allowance for slow moving inventories
	              (27)

	Goodwill written off
	            (147)

	Property, plant & equipment written off
	(23)

	Unrealised foreign exchange gain
	32

	
	            (165)


(b)
Additional to non-current assets consist of:


	
	Current Year to-Date

31/12/2011

RM’000

	
	

	Property, plant and equipment
	2,108


(c)
It was not practicable to separate out the segment results for its business segments to conform with current year’s presentation as the Directors of the Company are of the opinion that excessive costs would be incurred.

(d)
Segment assets and liabilities were unallocated as they were jointly used by four products segments.


(e)
Inter-segment revenues are eliminated on consolidation.
(ii) Geographical Segments for Revenue

	
	Individual Quarter
	
	Cumulative Quarter

	
	ended
	
	ended

	
	31/12/2011
	
	31/12/2011

	
	Revenue
	Non-Current Asset
	
	Revenue
	Non-Current Asset

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	PRC
	2,876
	5,027
	
	13,976
	5,027

	Singapore
	   840
	-
	
	  1,577
	-

	Brazil
	   556
	-
	
	     556
	-

	Thailand
	   275
	   593
	
	  1,499
	   593

	USA
	   243
	-
	
	  1,465
	-

	Malaysia
	   208
	    39
	
	    459
	    39

	Netherlands
	     50
	-
	
	    274
	-

	Canada
	     24
	-
	
	      53
	-

	Japan
	      7
	-
	
	       7
	-

	Hong Kong
	      4
	-
	
	      36
	-

	France
	      1
	-
	
	       3
	-

	Germany 
	      1
	-
	
	       4
	-

	Mexico
	    -
	-
	
	      16
	-

	Taiwan
	    -
	-
	
	      53
	-

	Philippines
	    -
	-
	
	      61
	-

	India
	   -
	-
	
	       3
	-

	England
	  -
	-
	
	       5
	-

	
	5,085
	5,659
	
	    20,047
	5,659


Non currents asset information presented above consist of the following items as presented in the consolidated statement of financial position:
	
	As at

31/12/2011
RM’000

	
	

	Property, plant and equipment
	5,659


(iii) Information About Major Customers

No revenue from one major customer during the financial year.
A10.
Valuation of Property, Plant and Equipment

The Group did not revalue any of its property, plant and equipment during the current quarter under review,
A11.
Changes in The Composition Of The Group
There were no changes in the composition of the Group during the current quarter under review.
A12.
Contingent Liabilities and Capital Commitments

There were no material contingent liabilities and capital commitments as at the end of the quarter.
A13.
Significant Related Party Transaction

In addition to balances detailed elsewhere in the financial statements, the Group carried out the following transactions with its related parties during the interim financial period.
	
	Current Year to-Date

31/12/2011
RM’000

	Entities controlled by certain key management personnel; directors and/or substantial shareholders:


	

	    Sales to a corporate shareholder
	773

	
	

	    Purchases from a corporate shareholder
	  83

	
	

	    Commission paid to a corporate shareholder
	  35

	
	

	    Licensing fees paid to a corporate shareholder
	186


A14.
Material Events Subsequent to The End Of The Reporting Quarter

Save as disclosed below, there were no material events subsequent to the current financial quarter ended 31 December 2011 up to the date of this report which is likely to substantially affect the results or the operations of the Group.
On 8 February 2012, Ideal Jacobs has announced to Bursa Securities that its 99.99% owned subsidiary in Thailand, Ideal Jacobs Corporation (Thailand) Co Ltd (“IJT”) will commence the relocation of the entire production facilities from Thailand to Ideal Jacobs (Xiamen) Corporation (“IJX”) in China as the production in IJT was adversely affected by the flood in Thailand since November 2011.
B.
ADDITIONAL INFORMATION REQUIRED PURSUANT TO THE ACE MARKET LISTING REQUIREMENTS OF BURSA SECURITIES
B1.

Review of Performance 
[image: image1]
For the quarter under review, the Group registered a loss before tax of approximately RM1.27 million on revenue of RM5.09 million. 
On the year to date basis, the Group registered revenue of RM20.05 million and loss before tax of approximately RM1.99 million as compared to previous year of revenue of RM12.12 million and profit before tax of RM4.15 million. The higher revenue in 2011 was due to sales from new customers with lower gross profit. The losses in 2011 were due to the followings:
(i) Lower gross margin from manufacturing and trading sales;

(ii) Listing expense of approximately RM2.66 million charged to income statement.

(iii) Payment of withholding tax for the dividend income received from its wholly-owned subsidiary in China, Ideal Jacobs (Xiamen) Corporation (“IJX”).
(iv) Goodwill written off and reversal of deferred tax assets at IJT.
(v) The corporate head office expenses had increased compared to the preceding financial year as the Group incurred additional expenses which include among others, directors’ fee, license fee paid to its shareholder, Ideal Jacobs Corporation USA (“IJUS”), outsourced internal audit function fee/ external audit fee and travelling expenses.
	
	Quarter Ended
	

	
	31/12/2011
	31/12/2010
	Variance

	
	RM’000
	RM’000
	RM’000
	%

	Revenue
	 5,085
	   4,198
	   887
	  21

	(Loss)/profit from operation
	 (1,321)
	      826
	 (2,147)
	  (>100)

	(Loss)/profit before tax
	 (1,268)
	   1,040
	 (2,308)
	  (>100)

	(Loss)/profit Profit after tax
	(1,211)
	      999
	(2,210)
	  (>100)


For the quarter under review, the Group revenue increased by approximately 21% to RM5.09 million as compared to the revenue of RM4.20 million recorded in the preceding year corresponding financial quarter. Business segment of Others, which mainly trading sales of IT equipment and accessories, supply of labels/insulators gaskets/elastomer bands and metal parts was the main contributor to the increase in sales of approximately 135% as compared to previous year corresponding period. Business segment of Industrial Labels and Fabrication of plastic parts contributed an increase of 18% and 15% as compared to previous year corresponding period.
The Group registered loss before and after tax of RM1.27 million and RM1.21 million respectively as compared to preceding financial year corresponding quarter which recorded a profit before and after tax of RM1.04 million and RM1.00 million. In summary, the recorded loss from operation as compared to the preceding financial year corresponding quarter was due to higher administration expenses during the quarter under review compared to preceding financial year corresponding quarter. Among others, the reasons that contributed to the Group’s registered loss for the quarter under review include:
(i) Lower gross margin from manufacturing and trading sales.
(ii) Commencement of operation of the plant in Suzhou, PRC in third quarter 2011 merely for marketing, trading, carrying out laser/die-cut process. Upon commencement of operation, the gross profit from the sales was insufficient to cover the administration cost incurred.

(iii) New incorporation of a wholly-owned subsidiary of Ideal Jacobs in Hong Kong, namely Ideal Jacobs (HK) Corporation Limited and an indirect wholly-owned subsidiary of Ideal Jacobs in Xiamen, PRC, namely Xiamen Ideal Jacobs International Limited Company which have started to incur operating expenses in third quarter 2011.
(iv) The corporate head office expenses had incurred additional expenses compared to preceding year corresponding period. The additional expenses include directors’ fee, license fee paid to Ideal Jacobs Corporation USA, outsourced internal audit function fee/external audit fee, travelling expenses and payment of withholding tax for the dividend income received from IJX.

(v) Overall higher selling & distribution expenses at subsidiary in Xiamen, PRC namely IJX. The increase was in tandem with the hike in sales. Apart from that, increase in office expenses which included travelling, staff cost and product development expenses.
(vi) Goodwill written off and reversal of deferred tax assets at IJT. 
B2.

Comparison to The Results Of The Preceding Quarter
	
	Quarter Ended
	

	
	31/12/2011
	30/09/2011
	Variance

	
	RM’000
	RM’000
	RM’000
	%

	Revenue
	 5,085
	6,256
	(1,171)
	  (19)

	(Loss)/profit from operation
	 (1,321)
	843
	(2,164)
	  (>100)

	(Loss)/profit before tax
	 (1,268)
	874
	(2,142)
	  (>100)

	(Loss)/profit Profit after tax
	(1,211)
	434
	(1,645)
	  (>100)

	
	
	
	
	


The Group revenue decreased 19% to RM5.09 million for the current quarter as compared to the immediate preceding quarter. The decreases were from business segment of Industrial Labels (9%) and Laser/Die-cut Products (67%).
The Group recorded loss before tax of RM1.27 million during the quarter under review as compared to the immediate preceding quarter at profit before tax RM0.87 million. Losses incurred during the quarter under review were mainly attributed by the lower gross margin coupled with higher administration expenses at subsidiaries and corporate head office.
B3.

Prospects

Barring unforeseen circumstances, the Board is of the opinion that the Group is confident that the prospect of the Group for the financial year 2012 will improve compared to financial year 2011.
B4.

Profit Forecast 

The Group did not announce any profit forecast in any publicly available documents or announcement.
B5.

Taxation

	Individual Quarter
	
	Cumulative Quarter

	
	ended
	
	ended

	
	31/12/2011
	
	31/12/2011

	
	RM’000

	
	RM’000

	Current income tax:
	
	
	

	   - Malaysia 
	(9)
	
	   (9)

	   - Foreign 
	66
	
	(917)

	
	57
	
	(926)


Included herein the income tax provision are income tax payable by a subsidiary company in PRC, and it is calculated based on the statutory income tax rate of 15% in accordance with the relevant PRC income tax rules and the reversal of deferred taxation by a subsidiary company in Thailand.
B6.

Unquoted Investments and Properties
There were no acquisitions or disposals of unquoted investments and properties during the financial quarter under review and the financial year-to-date.
B7.

Quoted Securities

There were no acquisitions or disposals of quoted securities for the financial quarter under review and the financial year-to-date.
B8.

Status of Corporate Proposals
There were no corporate proposals announced but not completed as at the date of issuance of this announcement.
On 18 May 2011, the Company received proceeds of RM8.1 million from the public issue of 30,000,000 Shares, and the proceeds were/ are to be utilised in the following manner:
	Purpose
	Proposed Utilisation

RM’000


	Proposed Revision of Utilisation

RM’000
	Actual Utilisation as at 27 February 2012
RM’000
	Time Frame for utilizations

(listed on 18 May 2011)
	Deviation

RM’000
	Explanation

	Establishment of  industrial label manufacturing plant in Suzhou, PRC


	1,500
	(1,500)
	-
	Within 9 months after listing
	-
	(3)

	Launch of a new production line for engineered thermoplastic composite products in factory located at Samut Prakan Province, Thailand


	1,000
	-
	-
	Within 12 months after listing
	1,000
	(1)

	Establishment of an industrial label manufacturing plant in the northern region of Malaysia


	800
	-
	-
	Within 12 months after listing
	  800
	(1)

	Working capital for our Group


	1,800
	1,500
	  2,779
	Within 12 months after listing 


	521
	(2) & (3)

	Estimated listing expenses


	3,000
	-
	  3,000
	Within 2 months after listing 
	-
	

	TOTAL
	8,100
	-
	5,779
	
	2,321
	


Notes:
(1) Proceeds are placed in fixed deposit with a bank and has yet to be utilized.

(2) Proceeds amounting to RM500,000 allocated for the working capital of the factory in northern region of Malaysia is placed in fixed deposit with a bank. 
(3) The Company had made an announcement on 15 November 2011 in relation to the proposed variation to the utilisation of the proceeds raised from public issue during Initial Public Offering of the Company. The Board of Directors of Ideal Jacobs (“Board”) has considered and is of the opinion that the listing proceeds of RM1,500,000 originally allocated for the establishment of Suzhou Plant is no longer required. The Board believes that the Company will be able to fully finance the Suzhou Plant via IJX’s internally generated funds. The Board has resolved that the listing proceeds of RM1,500,000 allocated for the Suzhou Plant shall now be utilized as working capital for the subsidiary companies of Ideal Jacobs incorporated outside the PRC and corporate expenses for the head office in Kuala Lumpur, Malaysia.  

B9.

Group's Borrowings and Debt Securities
The Group’s secured borrowings as at end of the reporting quarter are as follows:-

	
	Short Term
	Long Term

	
	RM’000
	RM’000

	Hire Purchase
	98
	-


The entire carrying amount of hire purchase creditors is denominated in RMB.

The short-term portion of the hire purchase amount has been included in other payables.

B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off-balance sheet risk as at the date of this interim report.
B11.
Material Litigation 
There were no material litigations involving the Group as at the date of this interim report.
B12.
Dividends

No dividends have been declared or paid during the quarter under review,
B13.
Earnings Per Share (“EPS”)
	
	INDIVIDUAL

QUARTER
	CUMULATIVE QUARTER

	
	Current Year Qtr
	Preceding Year Qtr
	Current Year to date
	Preceding Year Period

	
	31/12/2011
	31/12/2010
	31/12/2011
	31/12/2010

	(i)
	Basic EPS
	
	
	
	

	
	Net (loss)/profit
for the period (RM'000)
	     (1,211)

	
    999
	   (2,911)

	 3,920

	
	Weighted average number of ordinary shares issued (‘000)


	109,152
	90,001
	109,152
	90,001

	
	Basic (loss)/earnings per share (sen)


	(1.11)

	1.11
	(2.67)

	4.36

	(ii)
	Diluted EPS
	N/A
	N/A
	N/A
	N/A


(i) The basic EPS is calculated by dividing the net profit attributable to the owners of the Parent by the weighted average number of shares in issued during the period.

(ii) The Company has no potential equity instruments in issue as at the reporting date and therefore, diluted EPS has not been presented.

B14.
Realised & Unrealised Profits

	
	Current Year to-Date

31/12/2011

RM’000

	Total retained profits for the Group :
	

	- Realised loss
	     (8)

	- Unrealised gain
	    32      

	Total Group’s retained profits as per consolidated account
	    24
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