YEO AIK RESOURCES BHD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND FINANCIAL QUARTER ENDED 31 JANUARY 2004


A. SELECTED EXPLANATORY NOTES PURSUANT TO PARA 16, MASB 26 INTERIM FINANCIAL REPORTING.

A1.
Accounting Policies and method of computation

The quarterly financial statements of the Group have been prepared under the same accounting policies and methods of computation as compared to the most recent annual financial statements and comply with MASB 26 Interim Financial Reporting and Appendix 9B of the Listing Requirements of the Malaysia Securities Exchange Bhd.

A2.
Disclosure of Audit Qualification

The financial statements for the year ended 31st July 2003 was not qualified.

A3.
Seasonality or Cyclicality of Operations

The business operations of the Group are generally not affected by the festive seasons.

A4.
Items affecting Assets, Liabilities, Equity, Net Income or Cash Flows

There are no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence.

A5.
Change in Estimates

There are no changes in estimates reported in prior interim periods of the current financial year or prior financial year, which have a material effect in the current interim period.

A6.
Issuance, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities

There were no issuance or no repayment of debt and equity securities, share buy-backs, share cancellations and sale of treasury shares for the quarter. 
A7.
Dividends

The Directors recommend a first and final tax exempt dividend of 2.5 sen per share totaling RM2,685,000.00 in respect of the financial year ended 31 July 2003, which was approved by the shareholders at the Annual General Meeting held on 20 December 2003. The said dividend was subsequently paid on 15 January 2004.

A8.
Segment & Geographical Reporting

Segment reporting for the period ended 31 January 2004

	
	Investment

Holding
	Furniture
	Carton Boxes
	Kiln-Drying
	Others
	Inter-Co

Elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	
	

	External sales
	-
	24,974
	3,080
	2,149
	(3)
	
	30,200

	Inter-segment sales

  
	-
	4,438
	1,436
	1,633
	479
	(7,986)
	-

	Total revenue
	-
	29,412
	4,516
	3,782
	476
	(7,986)
	30,200

	Results

Segment result
	(152)
	1,691
	381
	133
	250
	
	2,303

	Finance costs
	-
	(13)
	           (6)
	      (21)
	-
	
	(40)

	Interest income
	18
	54
	           39
	
	31
	
	142

	(Loss)/Profit before tax
	(134)
	1,732
	          414
	       112
	281
	
	2,405

	Amortisation of negative goodwill
	
	
	
	
	
	
	97

	Profit before tax
	
	
	
	
	
	
	2,502

	Income tax expense
	
	
	
	
	
	
	    (768)

	Net profit for                                          the period
	
	
	
	
	
	
	1,734


Geographical Reporting for the period ended 31 January 2004

	
	Investment

Holding
	Furniture
	Carton Boxes
	Kiln-Drying
	Others
	Inter-Co

Elimination
	Total

	Revenue
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	USA & Canada
	
	14,831
	
	
	
	
	14,831

	ASIA
	
	4,057
	
	
	
	
	4,057

	EUROPE
	
	5,860
	
	
	
	
	5,860

	OCEANIA
	
	1,474
	
	
	
	
	1,474

	AFRICA
	
	-
	
	
	
	
	-

	SOUTH AMERICA
	
	504
	
	
	
	
	504

	LOCAL
	
	2,686
	       4,516
	    3,782
	476
	
	11,460

	TOTAL
	
	29,412
	       4,516
	    3,782
	476
	
	38,186

	LESS : INTER-CO

          Elimination
	
	(4,438)
	    (1,436)
	  (1,633)
	(479)
	(7,986)
	(7,986)

	NET TOTAL
	
	24,974
	       3,080
	    2,149
	(3)
	
	30,200


A9.
Valuation of Property, Plant and Equipment Brought Forward

Not applicable as the Group did not revalue its property, plant and equipment. 

A10.
Material Subsequent Events

The Group does not have any material events subsequent to the end of the period reported. 

A11.
Effect of Changes in the Composition of the Group

There were no changes in the composition of the Group during the interim period, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 January 2004

	
	
	RM’000

	Bank guarantees given to third parties in the normal course of business granted by subsidiary companies:
	
	

	- Unsecured
	
	362

	
	
	

	
	
	362


b. Contingent Assets


There were no contingent assets since the last annual balance sheet date.

SELECTED EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS:

B1.
Review of Performance

The  Group’s  turnover  for  the period ended  31 January 2004 registered at RM30.20 million  compared to the turnover of RM31.72 million in the corresponding period last year. The turnover is 5% lower than corresponding period and profit before taxation decreased by 45% from RM4.52 million to RM2.50 million.

 The substantial decrease of profit before taxation for the period under review were mainly due to increased cost of raw materials, selling and distribution expenses and competitive pricing of the Group’s products which had led to the lower profit margin. 

The majority of the Group’s revenue is contributed by its furniture manufacturing activities.

B2.
Comparison with the Immediate Preceding Quarter’s Results


The Group recorded revenue and profit before taxation of RM30.20 million and           RM2.50 million respectively for current quarter compared to last quarter’s revenue and profit before taxation of RM30.25 million and RM3.20 million respectively of current financial year. Despite the same level of turnover achieved, the profit before tax for current quarter has decreased by 22% compared to previous quarter. The decrease in profit before tax was due to increased cost of raw materials and selling and distribution expenses for the quarter under review. 

B3.
Current Year Prospects

Based on the strong economic indicators and favourable global outlook, the prospects of the Group for the current financial year is expected to be positive. In particular, the strong spending on home furnishing coupled with the more aggressive marketing methodology, the Group believes it could capture bigger market share. 

B4.
Profit Forecast / Profit Guarantee

There is no profit forecast issued for the current financial year under review.
B5.
Dividends

The Directors recommend a first and final tax exempt dividend of 2.5 sen per share totaling RM2,685,000.00 in respect of the financial year ended 31 July 2003, which was approved by the shareholders at the Annual General Meeting held on 20 December 2003. The said dividend was subsequently paid on 15 January 2004.

B6.
Taxation


The tax charges comprise: -

	
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	Income Tax 

– Current

· Company and Subsidiary Companies
	768

768


	1,406

1,406




The Group’s effective tax rate in the current quarter is higher than the statutory tax rate due to certain tax expenses were under-provided in last quarter whereas the Group’s effective tax rate for the financial year to date is lower than the statutory tax rate due to tax incentive obtained from increase in volume of export, coupled with the utilization of reinvestment allowance (RA) and unabsorbed capital allowances brought forward from previous financial years. 

B7.
Sale of Unquoted Investments / Properties

There was no sales of unquoted investments and properties for the current quarter and financial year to date.

B8.
Investments of Quoted Securities


There was no purchase and disposal of quoted securities for the current quarter and financial year to date except for the following :









RM’000

Purchase consideration




      33










====

B9.
Status of Corporate Proposals


On 22 December 2003, Hwang-DBS Securities Bhd on behalf of Yeo Aik Resources Bhd (YAR) made an announcement to the MSEB that the Company proposes to implement the following corporate exercise:

i) bonus issue of 26,850,000 new YAR shares to be credited as fully paid-up to the shareholders of YAR on the basis of one new YAR share for every four existing YAR shares held (“Proposed Bonus Issue”);

ii) transfer of the listing of and quotation for the entire issued and paid-up share capital of YAR (including the new YAR shares to be issued pursuant to the proposed bonus issue from Second Board to the Main Board of Malaysia Securities Exchange Bhd (MSEB) (“Proposed Transfer”);

iii) establishment of an employees’ share option scheme (ESOS) for Eligible Employees and Executive Directors of YAR and its subsidiaries (“Proposed ESOS”); and

iv) purchase of up to ten percent of the issued and paid-up share capital of YAR through the MSEB in accordance with Section 67A of the Companies Act, 1965 (Act) (“Proposed Share Buyback”).

Hwang-DBS Securities Bhd on behalf of YAR had submitted the said proposals to Securities Commission and MSEB on 19 January 2004 and 30 January 2004 respectively. The outcome of the proposals are still pending.

B10.
Group Borrowings and Debt Securities

The Group borrowings as at 31 January 2004 are shown as below :-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	4,131

491

4,622


	-

-

-


	4,131

491

4,622




	
	Total

RM’000

	Short Term Secured Creditors

Long Term Secured Creditors 
	3,726

5,900

9,626




There are no foreign currency borrowings.

B11.
Off balance sheet financial instrument

There was no material financial instrument with off balance sheet risk as at the date of issuance of the interim financial statements.

B12.
Material litigation

There was no materials litigation pending since the last quarter date to the date of this announcement except for the followings:

As previously reported, wholly owned subsidiaries –Winshine Holdings Sdn Bhd (WHSB) and Winshine Industries Sdn Bhd (WISB) have been served a Writ of Summon and Statement of Claim by Affin Bank Berhad ( Plaintiff ) on 5 February 2003. The Plaintiff is claiming for recovery of the goods and amounts outstanding stated under certain Hire-Purchase Agreements or alternatively for payment of RM860,768.68 and RM955,610.99 together with interests pursuant to the Hire-Purchase Agreements and other documents.

The Board of Directors on the advice of Solicitor are of the opinion that the claim by the Plaintiff cannot be sustained as it is bound by the terms and provisions of the Workout Proposal and as such the debts owed to the Plaintiff have been waived completely. 

The Company has since then filed the defence against those claims.

B13.
Basis of Calculation of Earnings Per Share (EPS)

The EPS for the quarter and financial year was calculated based on the profit after tax for the respective period divided by 107.4 million ordinary shares issued.

NOTES :


A
-
denotes requirements of MASB 26


B
-
denotes requirements of KLSE LR.
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