JAYCORP BERHAD (Formerly knowns as Yeo Aik Resources Bhd)  (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND FINANCIAL QUARTER ENDED 31 JANUARY 2007


A. EXPLANATION NOTES
A1.
Basis of Preparation
The interim financial statements of the Group are unaudited and have been prepared under the same accounting policies and methods of computation as those used in the preparation of the most recent audited financial statements and comply with FRS 134 : Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad ( “ Bursa Securities” ).
The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 July 2006. The explanatory notes attached to the interim financial statements 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 year ended 31 July 2006.

A2.
Changes in Accounting Policies


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 July 2006 except for the adoption of the following new/revised FRSs effective for the financial period beginning 1 August 2006.


FRS 2

Share-based Payment


FRS 3

Business Combinations


FRS 101
Presentation of Financial Statements


FRS 102
Inventories


FRS 108 
Accounting Policies, Changes in Estimates and Errors


FRS 110
Events after the Balance Sheet Date


FRS 116
Property, Plant and Equipment


FRS 121
The Effects of Changes in Foreign Exchange Rate


FRS 127
Consolidated and Separate Financial Statements


FRS 132
Financial Instruments: Disclosure and Presentation


FRS 133
Earning Per Share


FRS 136
Impairment of Assets


FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of FRS above does not have significant financial impact on the Group for the current quarter under review. The effect of the changes in accounting policies resulting from the adoption of the new FRS are as follows: - 


a) 
FRS 3 : Business Combination

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit or loss. Prior to 1 August 2006, negative goodwill, not exceeding the fair values of the non-monetary assets acquired, was recognised in the income statement over its estimated useful life of not more than 10 years. The carrying amount of goodwill as at 1 August 2006 of RM2.315 million ceased to be amortised.


The above changes in accounting policy have been accounted for prospectively and in 
accordance with the transitional provisions of FRS 3. The Group has taken negative 
goodwill on consolidation as at 31 July 2006 to retained profits as follows:

	
	As previously reported
	Effect
	As 

Restated

	Balance Sheet
	RM’000
	RM’000
	RM’000

	Retained profits brought forward
	29,138
	2,315
	31,453

	Goodwill on consolidation
	2,315
	     (2,315)
	-

	
	
	
	


The Group has ceased amortization of its negative goodwill from 1 August 2006.

b) Changes in presentation (FRS 101: Presentation of Financial Statements and FRS 
    127, Consolidated and Separate Financial Statements) – Minority Interest


The adoption of the revised FRS 101 and FRS 127 has affected the presentation of 
minority interest and other disclosures. In the consolidated balance sheet, minority 
interests are now presented within total equity. In the consolidated income statement, 
minority interests are presented as an allocation of the total profit or loss for the period. A 
similar requirement is also applicable to the statement of changes in equity. FRS 101 


and FRS 127 also requires disclosure, on the face of the statement of changes in equity, 
total 


recognised income and expenses for the period, showing separately the amounts 
attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the 
revised requirements of FRS 101 and FRS 127, with the comparatives restated to 
conform with the current period’s presentation. .

c) FRS 121 – The Effects of Changes in Foreign Exchange Rates

FRS 121 introduces the concept of functional currencies, only allows spot rates to be used in translations and restricts exchange differences from being taken directly to equity.

· Functional currency is the currency of the primary economic environment in which the entity operates and may differ from local currency. Previously, translation of subsidiary’s financial statements for consolidation purpose is made only when the subsidiary’s local currency differs from the currency used by the parent. FRS 121 now requires the financial statements of each subsidiary to be measured in functional currency of the subsidiary, and on consolidation, all monetary and non-monetary items of the subsidiary are translated to the parent’s presentation currency. Exchange differences arising therefrom are taken directly to exchange reserve. This requirement does not affect the results of the corresponding period as all subsidiaries’ functional currencies were same as their local currencies during the said period.

· Previously, the Group translated foreign currency translations and monetary items at contracted rates if those amounts are hedged by forward foreign exchange contracts. FRS 121 only allows exchange rates at date of transactions to be used in translating foreign currency transactions and exchange rates as at balance sheet date for transaction of monetary items. This change in policy has resulted in changes to the opening reserves and results reported in the corresponding period.
FRS 121 – The Effects of Changes in Foreign Exchange Rates (continued)
· Loans granted to foreign subsidiaries, where settlement is neither planned or not likely to occur in the foreseeable future, are treated as part of the parent’s net investment. Exchange differences arising from translating foreign currency denominated loans at the exchange rate as at the balance sheet date is taken directly to equity. FRS 121 only allows exchange differences arising from 

translation of monetary items denominated in the functional currency of the parent or the foreign subsidiaries to be taken directly to equity.

In September 2006, MASB has issued Exposure Draft 54 proposing to remove the said restriction. The application of FRS 121 has not resulted in any changes to the Group’s opening reserves nor results of the current and comparative periods.

d) FRS 140 – Investment Property

The Group’s land and buildings held for rental income or capital appreciation are now classified as investment properties instead of property, plant and equipment. Investment properties are stated at cost and amortised on a straight-line basis over the useful lives of the investment properties, which is similar to the treatment prior to the adoption of FRS 140.
A3.
Qualified audit report
The auditors’ report of the preceding annual financial statements was not qualified.

A4.
Seasonal or cyclical factors
The principal business of the Group was not significantly affected by any significant seasonal or cyclical factors in the current quarter.
A5.
Unusual items
Other than those disclosed in Notes A2 and A3, there were no unusual items affecting the Group for the financial period ended 31 January 2007
A6.
Change in Estimates

There are no changes in the estimates of amounts reported in prior interim periods of the previous financial year that have a material effect on the results for the current quarter under review.
A7.
Debts and equity securities
During the current quarter under review, the Company repurchased 1,000 ordinary shares of RM0.50 each at an average price of RM0.815 per ordinary share. Total number of ordinary shares purchased to date is 2,421,400.

A8.
Dividend Paid
The Company on 26 December 2006 had made the payment of first and final dividend of 8% per ordinary share less tax at 28% totaling RM 3,883,000 in respect of the financial year ended 31 July 2006.

A9.
Segment Reporting

Segment reporting for the period ended 31 January 2007
	
	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
	-
	110,650
	9,636
	3,637
	5,421
	-
	129,344

	Inter-Co sales

  
	612
	14,713

	4,661
	6,692
	1,270
	(27,948)
	-

	Total revenue
	612
	125,363
	14,297
	10,329
	6,691
	(27,948)
	129,344

	Results

Segment result
	(609)
	5,261
	930
	(732)
	913
	
	5,763

	Finance costs
	-
	(521)
	(20)
	(408)
	(127)
	
	(1,076)

	Interest income
	23
	88
	100
	        23
	24
	
	258

	Profit/(loss) before tax
	(586)
	4,828
	1,010
	(1,117)
	810
	
	4,945


A10.
Valuation of Property, Plant and Equipment 

Not applicable for the period under review as the Group did not revalue its property, plant and equipment. 

A11.
Subsequent events
On 6 February 2007 the Company had completed the acquisition of 60% equity interest in Digital Furniture Sdn Bhd for a total cash consideration of RM 9,301,000.
A12.
Changes in the composition of the Group 
There were no changes in the composition of the Group for the current financial period ended 31 January 2007 apart from that stated in A11 above.
A13.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 January 2007

	Unsecured

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

     278

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	91,859

	
	
	92,137


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 RM75.2 million in turnover for the quarter ended 31 Jan 2007 as compared to the turnover of RM68.6 million in the corresponding period last year. The turnover increased by 9.62% whereas profit before taxation decreased by 58.81% from RM5.03 million to RM2.07 million, compared to the previous corresponding period.

Turnover of the Group increased as compared to the previous correspondence period whereas the profit before tax reduced mainly due to the increase in the cost of production and appreciation of RM against US currency over the period. 

Its furniture manufacturing activities contributes the majority of the Group’s revenue.

B2.
Quarterly analysis

The Group recorded revenue and profit before taxation of RM75.2 million and RM2.07 million respectively for current quarter compared to last quarter’s revenue and profit before taxation of RM54.2 million and RM2.87 million respectively.

The current quarter result showed lower reported profits due to the increase in the price of rubber wood, loss due to flood and appreciation of RM against US currency.  One of the subsidiaries,  PT Tiga Mutiara Nusantara  which commenced commercial production in September 2006 reported a loss in the current quarter as it has yet to explore its full potential.
B3.
Current Year Prospects

The increasing raw material costs coupled with strengthening of Ringgit Malaysia will                                  have an effect on the Group’s margin. However, the Group is taking appropriate measure to control the cost of production,  increase efficiencies and margin.   At the same time, other business opportunities will be explored.
B4.
Profit Forecast 

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


The tax charges comprise: -

	
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	Income Tax 

– Current

· Company and Subsidiary Companies

- Deferred Tax
	778
-

778

	         1,571
               -

         1,571



The Group’s effective tax rate in the current quarter is higher than the statutory tax rate due to losses incurred by the holding company and a subsidiary where no deferred tax assets have been recognised. 

B6.
Sale of Unquoted Investments / Properties

There were no sale of unquoted investments and properties for the financial period under review.
B7.
Purchase or disposal of quoted securities

There were no purchase and disposal of quoted securities for the financial period under review.
B8.
Corporate Proposals


There were no corporate proposals as at the date of this announcement.
B9.
Group Borrowings and Debt Securities

The Group borrowings as at 31 January 2007 are shown as below :-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	20,428
19,001
#39,429

	-

-

-


	20,428
19,001
#39,429




#
Out of RM39.4million, RM12.4 million borrowings were denominated in USD currency.
B10.
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

 4,952,231


     3.4910 – 3.5656

Feb’2007
 4,050,000


     3.4845 – 3.5515

Mar’2007
 1,000,000


     3.4925 – 3.5210

Apr’2007
 1,750,000


     3.4825 – 3.4950 

Jun’2007

    250,000



3.4780


Jul’2007

    250,000



3.4725


Aug’2007

    250,000



3.4680


Sep’2007

    250,000



3.4635


Oct’2007

_________
12,752,231_
The contracts were entered to hedge the exports sales revenue denominated in US Dollars.

B11. 
Material Litigation


There were no material litigations pending as at the date of this announcement.
B12. 
Dividends

The directors do not recommend the payment of any dividend for the current financial period ended 31 January 2007.

B13.
Basis Earnings Per Share (EPS)

The basic earnings per share for this quarter is calculated based on the profit after tax for the respective period divided by weighted average number of ordinary shares of 134.83 million.

Diluted Earning Per Share – The effects of anti-dilutive potential ordinary shares are ignored in calculating diluted earning per share in accordance with FRS 133, Earnings Per Share.
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