Java Incorporated Bhd (formerly known as Aokam Perdana Berhad) (2511-M)
Incorporated in Malaysia

Explanatory Notes To The Interim Financial Report for the Fourth Financial Quarter Ended 30TH June 2005
1.
Basis of preparation 

The interim financial report is prepared in accordance with the requirements of Malaysian Accounting Standards Board (MASB) No. 26 (Interim Financial Reporting) and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad and should be read in conjunction with the Group’s Annual Audited Financial Report for the Year Ended 30 June 2004.  These explanatory notes attached to the interim financial report 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 30th June 2004.

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended 30 June 2004, except for the break-up basis used in financial year 2004 while the basis adopted now is going concern.

2.
Audit report of the preceding annual financial statements
The audit report of the Group’s preceding audited annual financial statements was prepared on break-up basis and contains qualifications on: -

(i)
non-accrual of penalty interests if restructuring is unsuccessful;

(ii)
no updating of valuation report for impairment review to Property, Plant and 
Equipment; and

(iii)
non-provision of contingent liabilities on litigation.

3.
Seasonality or cyclicality of operations
The business operations of the Group were generally affected by the seasonal changes in weather and buying patterns.

4.
Items of unusual nature, size or incidence
There were no items of unusual nature, size or incidence affecting assets, liabilities, equity, net income or cash flows of the interim financial report.

5.
Changes in estimates  
There were no changes in estimates that have had material effects in the current quarter.
6.
Issuance and repayment of Debt and Equity Securities

There were no issuance and repayment of Debt and Equity securities in the current quarter.

7.
Dividend Paid
No dividend has been paid since the end of the previous financial year.
8.
Segmental Information
The Group’s business is generally organised into three segments:-

Forestry Management    –  Harvesting and trading of raw timber products
Manufacturing   
    –  Manufacturing and trading of downstream timber products

Investment Holding

The segment revenue and segment results for business segments for the current financial quarter to date are as follows:-
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Holding EliminationsConsolidated

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

Segment Revenue

External revenue 218,764            49,729                 -                 -                   268,493          

Intersegment revenue 13,834              2,245                    5,238             (21,317)           -                   

Total revenue 232,598            51,974                 5,238             (21,317)           268,493          

Segment Result

Operating profit 21,582 1,831 3,641 (2,467) 24,587

Exceptional items

 - Provision for closure cost

      no longer required -                     -                        5,000 -                   5,000

 - Creditors written back -                     53,724 82,159 (29,799) 106,084

 - Goodwill written off -                     -                        -                 (72,511)           (72,511)

Finance costs (net) (628) 4,209 5,528 (11,618) (2,509)

Pre-acquisition profit -                     -                        -                 (5,400)              (5,400)

Taxation (5,708) -                        (700) 2,340 (4,068)

Net Profit After Taxation 15,246 59,764 95,628 (119,455) 51,183


 No geographical analysis has been prepared as the Group operates wholly in Malaysia.

9.
Property, plant and equipment

Valuation of property, plant and equipment of the manufacturing segment; which are stated at Estimated Realisable Value less accumulated depreciation, have been brought forward without any amendment from the previous annual financial statements. The Property, plant and equipment of the forestry management  segment which are stated at  historical cost less accumulated depreciation, have not been revalued since the previous financial quarter.

10.
Subsequent events


There were no significant events subsequent to the end of the current quarter except on 18th August 2005, the Group had disposed of certain dormant subsidiaries to Comprehensive Corporate Services Sdn. Bhd.:-


(i)
its entire equity interest of 1,200,000 ordinary shares of RM1/- each  in  Samquity Sdn. Bhd. for a cash consideration of RM1/-,


(ii)
its entire equity interest of 2 ordinary shares of RM1/- each  in Fastwork Holdings Sdn. Bhd. for a cash consideration of RM1/-,


(iii)
its entire equity interest of 2 ordinary shares of RM1/- each  in Java-Inc Tech Sdn. Bhd. (formerly known as Aokam Tech Sdn. Bhd)  for a cash consideration of RM1/-,


(iv)
its entire equity interest of 2 ordinary shares of RM1/- each  in Inti-Juara Sdn. Bhd. for a cash consideration of RM1/-, and


(v)
its entire equity interest of 2 ordinary shares of RM1/- each  in  PWP Industries Sdn. Bhd.  for a cash consideration of RM1/-.

The above disposal is in line with the Group’s plan to streamline its corporate structure by disposing dormant companies. The disposal of the abovementioned subsidiaries resulted in a gain of RM155,000 to the Group.
11.
Changes in the composition of the Group

There were no changes in the composition of the Group during the financial quarter ended 30th June 2005.  Subsequent to the balance sheet date, the Group has disposed off certain subsidiaries as detailed in Note 10 above.
12.
Contingent liabilities / assets 


There were no material commitments and contingent assets or liabilities as at the date of this report other than:-

(i) a bank guarantee issued by a subsidiary, in favour of a third party amounting to RM50,000.00 as performance bond, and 

(ii) corporate guarantees issued by Java Incorporated Bhd in favour of a licensed bank amounting to RM9,493,954.00 for the credit facilities granted to its subsidiaries.

13.
Related party transactions
There were no significant related party transactions during the quarter except for rental of office premises amounting to RM30,816/- paid to Desa Samudra Sdn. Bhd., a company in which a director, Dato’ Choo Keng Weng has financial interest. This transaction has been entered into in the normal course of business and has been established in commercial terms.
14.
Review of Performance 


The revenue for the reported quarter of RM71.747 Million is very much higher as compared to RM3.025 Million recorded for the corresponding quarter of last year. Similarly the operating profit of RM7.842 Million for this quarter is of marked difference compared to a profit of RM9,000.00 for the corresponding quarter of last year. 

The cumulative revenue for the financial year to date of RM268.493 Million is also much higher as compared to the revenue of RM9.674 Million recorded for the corresponding cumulative period of last year.  The cumulative pre tax profit for this quarter of RM60.651 Million has significantly improved as compared to a loss of RM9.155 Million registered for the corresponding period last year.

The significant improvement in performance was attributed to the contribution from the business of the forestry management  operations and the improved performance in the manufacturing segment.
 15.
Material Changes in results compared with immediate preceding quarter



The Group’s revenue for the reported quarter of RM71.747 Million is slightly lower than RM73.864 Million recorded for the immediate preceding quarter. The decrease in revenue is due to the raining season which had affected the forestry management  operations in the State of Sabah.

The Group registered a pre tax profit of RM6.365 Million for the reported quarter compared to a pre tax profit of RM3.142 Million in the preceding quarter.  The significant improvement in pre tax profit is mainly contributed by the manufacturing segment.  The manufacturing segment recorded an improvement on its productivity backed by a  consistent supply of logs and ability to meet sales orders.
16.
Current year prospects
With the de-pegging of Ringgit Malaysia and the rising fuel cost and the consumable costs, the margin of the timber products would be inadvertently affected.  The Group shall embark on various measures to improve productivity and efficiencies so as to remain competitive within the industry.
Barring any unforeseen circumstances, the directors are optimistic that the Group’s performance for the coming financial year will remain satisfactory.

17.
Profit forecast or profit guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and shortfall in profit guarantee are not applicable.  

18.
Taxation


The taxation charges of the Group for the period under review are as follows:-


[image: image2.emf]30.6.2005 30.6.2004 30.6.2005 30.6.2004

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

Current tax expense

Malaysian - Current (436)                        -                          (5,691)                    -                         

                      - Prior year -                          (28)                          -                         

Tax result from pre-

   acquisition result of 

   newly acquired group -                          -                          1,640                     

Deferred tax expense

11                           -                          11                           -                         

(425)                        -                          (4,068)                    -                         

3 months ended 12 months ended



The Group’s effective tax rate for the current quarter under review is lower than the statutory tax rate of 28%, mainly due to the utilisation of tax losses by certain subsidiaries.
19.

Profits/Losses on sale of unquoted investments and/or properties


There were no sales of unquoted  investments and/or properties for the quarter reported.
20.
Quoted Shares


(a)
There were no purchases nor disposals of quoted securities by the Group for the quarter reported.


(b)

The investments in quoted shares as at the end of the quarter reported is as follows: -

	Investments in quoted shares
	RM

	At cost
	3,701.15

	At carrying value/book value (after provision for diminution in value)
	-

	At market value (as at 27th July 2005)


	960.00



21.
Corporate Proposals


(a)
Status of Corporate Proposals

The were no corporate proposals announced but not completed not later than seven (7) days from the date of this interim report.

(b)
Status of Utilisation on Proceeds


(i)
The proceeds from the Rights Issue of RM 14,597,646 has not been utilised.

(ii) The proceeds from the Special Issue of RM 10,000,000 has been partially utilised as at the date of this interim report, as follow:-
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RM'000 RM'000 RM'000

Working capital 7,500                  6,560                  940                    

Corporate Expenses 

     relating to Rescue Scheme 2,500                  2,500                  -                     

-                     

10,000               9,060                  940                    

-                     



The proceeds from the Rights Issue and the balance of the proceeds from Special Issue form part of the Deposits placed with licenced banks and balances with banks stated in the Consolidated Balance Sheet as at 30th June 2005.

22.
Group borrowings and debt securities 


The Group’s borrowings as at the end of the reporting period are as follows: -
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RM'000 RM'000

Short term borrowings 

-Secured

Restructured Term Loans -                   33,515            

Hire Purchase Creditors 250                  -                  

Bankers' Acceptance 8,011               -                  

Term Loans 1,785               38,266            

- Unsecured

Advance due to a substantial shareholder -                   10,241            

Acknowledgement of Obligations -                   41,511            

Long term borrowings 

-Secured

Hire Purchase Creditors 667                  -                  

Term Loans 4,936               -                  

Total

15,648             123,533         


              All borrowings are denominated in Ringgit.

23.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the date of this report.

24.
Material Litigation



There were no material litigations as at the date of this report.

Dividend Payable

25. The Board of Directors do not recommend the payment of any dividend for the financial quarter under review.

26.
Earnings per ordinary share (“EPS”) 


[image: image5.emf]30.6.2005 30.6.2004 30.6.2005 30.6.2004

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

Profit/(loss) attributable to members  5,940                (1,634)               51,183              (9,155)              

Weighted number of ordinary shares in issue 144,462           83,415              104,031           83,415             

Weighted number of ordinary shares in issue/ 189,860           83,415              130,648           83,415             

issuable

Basic EPS (Sen) 4.11                  (1.96)                 49.20                (10.98)              

Diluted EPS (Sen) 3.13                  (1.96)                 39.18                (10.98)              

3 months ended 12 months ended



Weighted number of ordinary shares in issue/issuable was calculated based on the assumption that 20,800,000 ICCPS and 24,597,646 Warrants were fully converted into ordinary shares on 29th November 2004, which as shown below:-
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RM'000 RM'000 RM'000 RM'000

Weighted average number of 

   ordinary shares in issue 144,462 83,415 104,031 83,415

Effects of dilution:

Weighted average number : 

   Conversion of ICCPS 20,800 -                    12,195 -                   

   Conversion of warrants

   in issue/ issuable 24,598 -                    14,422 -                   

189,860 83,415              130,648 83,415             

3 months ended 12 months ended


By order of the Board,

Ng See Yen 

Date:
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