JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND FINANCIAL QUARTER ENDED 31 JANUARY 2008


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 2007 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 2007.

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 2007 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for the financial period beginning 1 August 2007.

FRS 117
Leases


FRS 124
Related Parties Disclosures


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 117 : Leases

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight-line basis over the lease term. A lease of land and building is apportioned into a lease of land and a lease of building in proportion to the relative fair values of the leasehold interests in the land element and the building element of the lease at the inception of the lease. Prior to 1 August 2007, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment losses.

Upon the adoption of the revised FRS 117 at 1 August 2007, the unamortised revalued amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively.


Previously
Adjustment


Stated
FRS 117
Restated

RM’000
RM’000
RM’000

At 31 July 2007
Property, Plant and Equipment
67,432
(3,076)
64,356
Prepaid lease payments
-
3,076
3,076
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 July 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 170,900 ordinary shares of RM0.50 each at an average price of RM0.660 per ordinary share. Total number of ordinary shares purchased to date is 3,535,500.

A8.
Dividend Paid
The Company on 21 December 2007 had made the payment of first and final dividend of 8% per ordinary share less tax at 27% totaling RM3,909,454 in respect of the financial year ended 31 July 2007.
A9.
Segment Reporting

Segment reporting for the period ended 31 January 2008
	
	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
	-
	133,808
	9,934
	3,702
	10,724
	
	158,168

	Inter-Co sales
	1,067
	13,636
	5,154
	11,832
	1,156
	(32,845)
	-

	Total revenue
	1,067
	147,444
	15,088
	15,534
	11,880
	(32,845)
	158,168

	Results

Segment result
	(272)
	8,419
	1,245
	(669)
	626
	
	9,349

	Finance costs
	(7)
	(949)
	(5)
	(446)
	(230)
	
	(1,637)

	Interest income
	6
	129
	83
	6
	22
	
	246

	Profit/(loss) before tax
	(273)
	7,599
	1,323
	(1,109)
	418
	
	7,958


A10.
Valuation of Property, Plant and Equipment 

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

A11.
Subsequent events
The Group does not have any material events subsequent to the end of the period.
A12.
Changes in the composition of the Group
On 14 December 2007, a subsidiary of the Company, Jaycorp Limited, acquired 65 ordinary shares of RM1.00 each in Jaycorp Vantage Sdn Bhd representing a 65% equity interest in the company for a total cash consideration of RM65.
A13.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 January
 2008

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	74,330


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 RM76.6 million in turnover for the quarter ended 31 January 2008 as compared to the turnover of RM75.2 million in the corresponding period last year. The turnover increased by 1.86% whereas profit before taxation increased by 36.34% from RM2.07 million to RM2.83 million, compared to the previous corresponding period.
The Group turnover and profitability increased as compared to the previous corresponding period because of better overall performance by the group. The first six month’s profit after tax and minority interest increased by 52% as compared to the corresponding period last year. 

Its furniture manufacturing activities contributes the majority of the Group’s revenue.
B2.
Quarterly analysis

The Group recorded revenue and profit before taxation of RM76.6 million and RM2.83 million respectively for current quarter compared to last quarter’s revenue and profit before taxation of RM81.6 million and RM5.13 million respectively.

The current quarter result showed lower reported profit as a result of appreciation in RM against US currency, sluggish in the US economy and higher operating costs. 
B3.
Current Year Prospects

Generally, the furniture exporters are facing a very challenging year as a result of strengthening of Ringgit Malaysia and increasing competition. The Group is taking appropriate measures to secure the supply of rubber wood and control the cost of production. 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 (HIGHER THAN STATUTORY TAX RATE)

The tax charges comprise: -

	
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	Income Tax 

– Current

· Company and Subsidiary Companies

- Deferred Tax
	973
-

973

	1,943
               -

1,943         




The Group’s effective tax rate in the current quarter is higher than the statutory tax rate due to the write off of certain expenses which is not tax deductible. 
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 2008 are shown as below:-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	19,572

20,316
# 39,888

	-

-

-


	19,572
20,316
# 39,888



# Out of RM39.9 million, RM7.8 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 (RM)

       Contract Rate
       Expired Date

 12,990,829


     3.2370 – 3.3495

Feb’2008

 12,038,960


     3.3230 – 3.3695

Mar’2008

   4,307,425


     3.2480 – 3.3615

Apr’2008

            __ 
 29,337,214
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 2008.
B13.
Basis Earnings Per Share (EPS)

	
	Current

Quarter
	Preceding Year Corresponding Quarter
	Current

Year To Date
	Preceding Year Corresponding Year To Date

	Profit after tax and minority interest (RM’000)
	2,956
	1,971
	6,389
	4,196

	Number of ordinary shares in issue (‘000)
	133,231
	133,961
	133,231
	133,961

	Basic EPS (sen)
	2.22
	1.47
	4.80
	3.13


1
5

