YEO AIK RESOURCES BHD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 31 OCTOBER 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 Bursa Malaysia Securities Berhad.

A2.
Disclosure of Audit Qualification

The financial statement for the year ended 31st July 2004 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 5% per share totaling RM2,685,000.00 in respect of the financial year ended 31 July 2004, which had been approved by the shareholders at the Annual General Meeting held on 26 November 2004. The entitlement date is on 20 December 2004 and the payable date is on 17 January 2005.

A8.
Segment & Geographical Reporting

Segment reporting for the period ended 31 October 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
	-
	36,829
	4,415
	2,512
	23
	
	43,779

	Inter-Co sales

  
	37
	8,563
	1,692
	    1,407
	514
	(12,213)
	-

	Total revenue
	37
	45,392
	6,107
	3,919
	537
	(12,213)
	43,779

	Results

Segment result
	(39)
	2,316
	654
	234
	332
	
	3,497

	Finance costs
	-
	(6)
	           (1)
	       (9)
	-
	
	(16)

	Interest income
	12
	1
	           22
	        -
	-
	
	35

	(Loss)/Profit before tax
	(27)
	2,311
	          675
	       225
	332
	
	3,516

	Amortisation of negative goodwill
	
	
	
	
	
	
	97

	Profit before tax
	
	
	
	
	
	
	3,613

	Income tax expense
	
	
	
	
	
	
	    (785)

	Net profit for                                          the period
	
	
	
	
	
	
	2,828


Geographical Reporting for the period ended 31 October 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
	
	25,747
	
	
	
	
	25,747

	ASIA
	
	4,040
	
	
	
	
	4,040

	EUROPE
	
	7,813
	
	
	
	
	7,813

	OCEANIA
	
	2,556
	
	
	
	
	2,556

	LOCAL
	37
	5,236
	      6,107
	    3,919
	537
	
	15,836

	TOTAL
	37
	45,392
	       6,107
	    3,920
	537
	
	55,992

	LESS : INTER-CO

          Elimination
	(37)
	(8,563)
	    (1,692)
	  (1,407)
	(514)
	(12,213)
	    (12,213)

	NET TOTAL
	-
	36,829
	       4,415
	    2,512
	23
	
	43,779


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 except for the following:

The Securities Commission (“SC”) had vide its letter dated 15 September 2004, approved the Proposed Transfer pursuant to Section 32(5) Securities Commission Act 1993, subject to the following terms and conditions:

(i) YAR should have a paid-up capital of at least RM60 million before the Proposed Transfer to the Main Board;

(ii) 3,000,000 new ordinary shares of RM0.50 each in YAR (“YAR Shares”) should be issued to Bumiputera investors approved by Ministry of International Trade and Industry (“MITI”) upon transfer of the listing status of YAR to the Main Board of Bursa Malaysia Securities Berhad (“Bursa Securities”).  Hwang-DBS and YAR should submit the application for the said share issue for SC and MITI’s approval prior to implementation of the Proposed Transfer to the Main Board; and

(iii) YAR should comply with the relevant requirements specified by the SC’s Policies and Guidelines on Issue/Offer of Securities in respect of implementation of the Proposed Transfer to the Main Board. 

The SC, however, did not approve the lifting of the moratorium imposed on the disposal of the 32,220,000 YAR Shares (“Moratorium Shares”) held by Central Glamour Sdn Bhd (“Central Glamour”).  Therefore, the moratorium imposed on the disposal of the Moratorium Shares held by Central Glamour shall remain in effect.  The said moratorium is also imposed on the shareholdings of substantial shareholders of Central Glamour in Central Glamour.

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 except for the following:

A joint venture agreement dated 15 July 2004 was entered into between Pt. Perkebunan Nusantara III (Persero) (“PTPN”), YAR and Pt. Innex Tripanca Corporation (“PTITC”) for the purposes of establishing a joint venture company pursuant to the laws of the Republic of Indonesia to carry out the business of rubber wood processing in Gunung Para, Serdang Bedagai Regency, North Sumatra Province, Indonesia and other related businesses.  

On 20 August 2004, an approval from the Foreign Capital Investment Board of Indonesia for establishing a joint venture Company by name of Pt. Tiga Mutiara Nusantara (“PTTMN”) was granted. The shareholding structure of PTTMN is YAR-51%, PTPN-30% and PTITC-19% respectively. 

A12.
Changes in Contingent Liabilities or Contingent Assets

There were no contingent liabilities since the last annual balance sheet date except for the following:

a. Contingent Liabilities

	
	
	As of 31 Oct 2004

	Bank guarantees given to third parties in the normal course of business granted by subsidiary companies:
	
	         RM’000

	- Unsecured
	
	348

	
	
	348


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 registered RM43.8 million in turnover for the period ended 31 October 2004   compared to the turnover of RM30.2 million in the corresponding period last year. The turnover increased by 44.7% and profit before taxation also increased by 12.5% from RM3.2 million to RM3.6 million, compared to the previous corresponding period.

  Nevertheless, profit before taxation of the Group increased at a lower rate than turnover, mainly because of higher raw material prices. 

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 RM43.8 million and RM3.6 million respectively for current quarter compared to last quarter’s revenue and profit before taxation of RM38.9 million and RM4.1 million respectively. The turnover is 12.6% higher, while profit before tax for current quarter decreased by 12.2% compared to previous quarter. The decrease in profit before tax was mainly due to higher selling expenditure incurred to promote new product models. 

B3.
Current Year Prospects

The Board believes that the prospects of the Group for the current financial year is expected to be positive. The adoption of more aggressive marketing methodology, the Group is confident it could capture bigger market share. With the new models in place, the Group is optimistic that it can be able to continue to maintain, if not improve upon, the profit after tax position achieved in last financial year end. 

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 5% per share totaling RM2,685,000.00 in respect of the financial year ended 31 July 2004, which had been approved by the shareholders at the Annual General Meeting held on 26 November 2004. The entitlement date is on 20 December 2004 and the payable date is on 17 January 2005.

B6.
Taxation


The tax charges comprise: -

	
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	Income Tax 

– Current

· Company and Subsidiary Companies

- Deferred Tax
	785

-

785


	          785

               -

          785




The Group’s effective tax rate in the current quarter is lower than the statutory tax rate due to the utilization of reinvestment allowance (RA). 

B7.
Sale of Unquoted Investments / Properties

There was no sale 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.

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 Bursa Malaysia Securities Bhd (“Bursa Securities”) 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 Bursa Securities (“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 Bursa Securities 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 Bursa Securities on 19 January 2004 and 30 January 2004 respectively. The Securities Commission (“SC”) had vide its letter dated 15 September 2004, approved the Proposed Transfer pursuant to Section 32(5) Securities Commission Act 1993, subject to the following terms and conditions:

(iv) YAR should have a paid-up capital of at least RM60 million before the Proposed Transfer to the Main Board;

(v) 3,000,000 new ordinary shares of RM0.50 each in YAR (“YAR Shares”) should be issued to Bumiputera investors approved by Ministry of International Trade and Industry (“MITI”) upon transfer of the listing status of YAR to the Main Board of Bursa Malaysia Securities Berhad (“Bursa Securities”).  Hwang-DBS and YAR should submit the application for the said share issue for SC and MITI’s approval prior to implementation of the Proposed Transfer to the Main Board; and

(vi) YAR should comply with the relevant requirements specified by the SC’s Policies and Guidelines on Issue/Offer of Securities in respect of implementation of the Proposed Transfer to the Main Board. 

The SC, however, did not approve the lifting of the moratorium imposed on the disposal of the 32,220,000 YAR Shares (“Moratorium Shares”) held by Central Glamour Sdn Bhd (“Central Glamour”).  Therefore, the moratorium imposed on the disposal of the Moratorium Shares held by Central Glamour shall remain in effect.  The said moratorium is also imposed on the shareholdings of substantial shareholders of Central Glamour in Central Glamour.

B10.
Group Borrowings and Debt Securities

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

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	2,858

-

2,858


	-

-

-


	2,858

-

2,858




	
	Total

RM’000

	Short Term Secured Creditors

Long Term Secured Creditors 
	3,850

2,889

6,739




There are no foreign currency borrowings.

B11.
Off balance sheet financial instrument

As at the date of this report, the Group has the following foreign exchange contracts to sell forward USD with the licensed banks:

Contract Amount(USD)

Contract Rate
       Expired Date

100,000.00


3.8026


16-12-04

100,000.00


3.8028


21-12-04

150,000.00


3.8023


31-12-04

100,000.00


3.8025


14-1-05

100,000.00


3.8017


10-12-04

100,000.00


3.8022


20-1-05

100,000.00


3.8020


14-1-05

150,000.00


3.8020


31-1-05

200,000.00


3.8000


22-11-04

150,000.00


3.8005


3-12-04

149,307.41


3.8025


24-1-05

334,238.50


3.8025


20-1-05

200,000.00


3.8005


28-2-05

41,910.00


3.7980


25-11-04


50,000.00


3.8005


31-12-04

__________

2,025,455.91

The contracts were entered to hedge the exports sales revenue denominated in USA Dollars.

B12.
Material litigation

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

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 Company has since then filed the defence against those claims. However, on                 8 October 2004, the Plaintiff via its solicitors has issued Notice of Discontinuance to withdraw the suit against WHSB and WISB.

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 Bursa Malaysia Securities Berhad LR.
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