JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FOURTH FINANCIAL QUARTER ENDED 31 JULY 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 663,600 ordinary shares of RM0.50 each at an average price of RM0.626 per ordinary share. Total number of ordinary shares purchased to date is 5,941,400.

A8.
Dividend Paid
There were no dividends declared or paid by the Company during the current quarter.

A9.
Segment Reporting

Segment reporting for the current quarter ended 31 July 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
	-
	48,243
	4,897
	3,068
	12,796
	
	69,004

	Inter-Co sales
	1,480
	5,156
	2,356
	6,321
	472
	(15,785)
	-

	Total revenue
	1,480
	53,399
	7,253
	9,389
	13,268
	(15,785)
	69,004

	Results

Segment result
	251
	(4,240)
	375
	948
	347
	
	(2,319)

	Finance costs
	(215)
	(167)
	(2)
	(142)
	(105)
	
	(631)

	Interest income
	-
	139
	39
	5
	12
	
	195

	Profit/(loss) before tax
	36
	(4,268)
	412
	811
	254
	
	(2,755)


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
There were no changes in the composition of the Group for the current financial period ended 31 July 2008.

A13.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 July
 2008

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	87,530


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 RM69.0 million in turnover for the quarter ended 31 July 2008 as compared to the turnover of RM72.0 million in the corresponding period last year. The turnover decreased by 4% resulted in a loss before tax of 2.76m compared to a profit before tax of RM7.14m in the previous corresponding period.

The Group turnover increased marginally compared to the previous year corresponding period but the profit after tax and minority interest decreased by 45%, from RM12.2m to RM 6.7m. This is due to the dropped in margin, US subprime mortgage issue, strengthening of Ringgit Malaysia and increasing operating costs.
Its furniture manufacturing activities contributes the majority of the Group’s revenue.

B2.
Quarterly analysis

The Group recorded revenue and loss before taxation of RM69.0 million and RM2.76 million respectively for current quarter compared to last quarter’s revenue and profit before taxation of RM56.6 million and RM4.27 million respectively.

The drop in performance is due to the US subprime mortgage issue, strengthening of Ringgit Malaysia, increasing operating cost which affected our margin.

In addition to the above, the abnormal reasons which only impact this quarter are as follows:

· Fire occurred at one of our factories in Batu Pahat, Johor. In order to meet the orders in hand of overseas customers, the subsidiary has to rely on sub-contractors at higher costs of production. The insurance claim excluding consequential loss amounting to RM15.9m is in progress. The quantum of the consequential loss is yet to be ascertained. Up to date, the subsidiary has received RM4.7m as part payment of the insurance claim.

· Specific allowance of doubtful debt amounting to RM1m

· Additional provision of corporation tax in the subsidiary in Medan, amounting to RM1m

B3.
Current Year Prospects

Generally, the furniture exporters are facing a very challenging year as a result of the slowdown in the world wide economy due to rising oil prices and other commodity prices. 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


The tax charges comprise: -

	
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	Income Tax 

– Current

· Company and Subsidiary Companies

- Deferred Tax
	1,365
(122)
1,243

	3,999
             (122)
3,877         




Even though the current quarter showed a loss, the Group has tax provision because certain subsidiaries were making profit.
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 July 2008 are shown as below:-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	10,650
19,797
# 30,447

	-

-

-


	10,650
19,797
# 30,447



# Out of RM30.0 million, RM6.4 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 (RM)

       Contract Rate
         Expiry Date
   4,423,019


      3.1422 – 3.2660

Aug 2008

 11,444,501


      3.1825 – 3.2680

Sep 2008

 17,166,235


      3.1835 – 3.2630

Oct 2008

   7,663,770


      3.2426 – 3.2800

Nov 2008

   3,220,200


      3.1855 – 3.2600

Dec 2008

   3,185,500


      3.1845 – 3.1865

Jan 2009
   1,138,245


      3.2520 – 3.2523

Feb 2009


            __ 
 48,241,470
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 proposed a first and final dividend of 8% less 25% tax for the year ended 31 July 2008 at an entitlement date to be determined later.
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)
	(4,110)
	4,489
	6,727
	12,162

	Number of ordinary shares in issue (‘000)
	132,421
	133,831
	132,421
	133,831

	Basic EPS (sen)
	(3.10)
	3.35
	5.08
	9.09


1
1

