JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FOURTH FINANCIAL QUARTER ENDED 31 JULY 2010


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 2009. 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 2009.

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 July 2009.

On 1st August 2009, the Group adopted the new Financial Reporting Standard (“FRS”) No.8: Operating Segments. The adoption of this FRS does not give rise to any significant impact on the financial statements of the Group.

The Group has not applied the following accounting standards (including their consequential amendments) and Interpretations that have been issued by the MASB but are not yet effective:

	FRSs / Interpretations
	Effective date

	FRS 1, First-time Adoption of Financial Reporting Standards (revised)
	1 January 2010

	FRS 3, Business Combinations (revised)
	1 January 2010

	FRS 4, Insurance Contracts


	1 January 2010

	FRS 7, Financial Instruments: Disclosures


	1 January 2010

	FRS 101, Presentation of Financial Statements


	1 January 2010

	FRS 123, Borrowing Costs

	1 January 2010

	FRS 127, Consolidated and Separate Financial Statements (revised)
	1 January 2010

	FRS 139, Financial Instruments: Recognition and Measurement


	1 January 2010

	Amendments to FRS 1, First-time Adoption of Financial Reporting Standards and FRS 127, Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

	1 January 2010

	Amendments to FRS 2, Share-based Payment: Vesting Conditions and Cancellations


	1 January 2010



	Amendments to FRS 132, Financial Instruments: Presentation and FRS 101, Presentation of Financial Statements – Puttable Financial Instruments and Obligations Arising on Liquidation


	1 January 2010

	Amendments to FRS 139, Financial Instruments: Recognition and Measurement, FRS 7, Financial Instruments: Disclosures and IC Interpretation 9, Reassessment of Embedded Derivatives


	1 January 2010


A1.
Basis of Preparation (Continued)

	IC Interpretation 9, Reassessment of Embedded Derivatives

IC Interpretation 10, Interim Financial Reporting and Impairment
IC Interpretation 11, FRS 2: Group and Treasury Shares Transactions

IC Interpretation 12, Service Concession Arrangements

IC Interpretation 13, Customer Loyalty Programmes

IC Interpretation 14, FRS 119: The Limit on a Defined Benefit Asset,

  Minimum Funding Requirements and their Interaction
IC Interpretation 15, Agreements for the Construction of Real Estate

IC Interpretation 16, Hedges of a Net Investment in a Foreign Operation

IC Interpretation 17, Distributions of Non-cash Assets to Owners
	1 January 2010

1 January 2010

1 January 2010

1 July 2010

1 January 2010

1 January 2010

1 July 2010

1 July 2010

1 July 2010




Other than changes in the presentation of the financial statements that will arise from the adoption of FRS 101, the above FRSs, amendments to FRSs and IC Interpretations are not expected to have any significant impact on the financial statements of the Company upon their initial application.
The impact of applying FRS 7 and FRS 139 on the financial statements upon first adoption as required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting Estimates and Errors is not disclosed by virtue of the exemptions given in the respective FRSs. Other than changes in the presentation of the financial statements that will arise from the adoption of FRS 101, the above FRSs, Amendments to FRSs and IC Interpretations are not expected to have any significant impact on the financial statements of the Group upon their initial application.
A2.
Qualified audit report
The auditors’ report of the preceding annual financial statements was not qualified.

A3.
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.
A4.
Unusual items
There were no unusual items affecting the Group for the financial period ended 31 July 2010.
A5.
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.
A6.
Debts and equity securities
During the current quarter under review the Company did not buy-back any shares of the Company. Total number of ordinary shares purchased to date is 178,900.

A7.
Dividend Paid
There were no dividends declared or paid by the Company during the current quarter.
A8.
Segment Reporting

Segment reporting for the year ended 31 July 2010
	
	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
	-
	199,625
	21,144
	6,453
	192
	
	227,414

	Inter-Co sales
	9,093
	20,614
	7,336
	12,436
	2,215
	(51,694)
	-

	Total revenue
	9,093
	220,239
	28,480
	18,889
	2,407
	(51,694)
	227,414

	Results

Segment result
	6,407
	17,375
	2,063
	(65)
	1,141
	(8,238)
	18,683

	Finance costs
	(147)
	(487)
	(3)
	(445)
	(264)
	52
	(1,294)

	Interest income
	13
	660
	174
	
10
	35
	(52)
	840

	Profit/(Loss) before tax
	6,273
	17,548
	2,234
	(500)
	912
	(8,238)
	18,229


A9.
Property, Plant and Equipment

There were no significant acquisitions and no disposals of property, plant and equipment for the three months ended 31 July 2010.

There were no commitments for the purchase of property, plant and equipment for the three months ended 31 July 2010.
A10.
Subsequent events
The Group does not have any material events subsequent to the end of the period.
A11.
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 2010.
A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 July
 2010

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	89,807


Tax related matters

In the previous financial year, an amount of RM1,610,000 in respect of additional corporate tax payable together with penalties thereon for 2005 was raised by the tax authority of Indonesia to a 51% owned subsidiary of the Company, PTTMN. No provision in the previous financial year had been made as the Board of Directors was of the opinion that the liability was not probable then as they were appealing against the assessment raised and they did not expect the outcome of the action to have a material effect on the Group’s financial position.
During the financial year, the Board of Directors has estimated an amount of RM1,180,000 in respect of additional VAT tax payable that could be imposed by the tax authority in Indonesia given the current status of PTTMN’s appeal to the assessments raised for fiscal years 2005 and 2006. As at the date of this report, no provision is deemed necessary as the Board of Directors believes that PTTMN has reasonable grounds to sustain its position given the available supporting evidence in place.

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 RM58.0 million in turnover for the quarter ended 31 July 2010 as compared to the turnover of RM62.9 million in the corresponding period last year. The profit before tax decreased from RM7.4 million for the previous year corresponding period to RM3.9 million for this quarter.
The decrease in profit is largely due to the strengthening of Ringgit Malaysia over USD. In addition, the shortage of workers has affected the production. The Group has to outsource more of their manufacturing parts.
Its furniture manufacturing activities continue to contribute the majority of the Group’s revenue.

B2.
Quarterly analysis

The Group recorded turnover and profit before taxation of RM58.0 million and RM3.9 million respectively for current quarter compared to last quarter’s turnover and profit before taxation of RM52.9 million and RM2.2 million respectively.  The main reasons for such drop in turnover and profitability was because of the uncertainties in the US economy, reduced order and the fear of double dip recession. In addition, the appreciation of Ringgit Malaysia has also affected our export as we were unable to pass on all the increase in cost to the customers in the short term. 
B3.
Current Year Prospects

The outlook for the coming year remains challenging as the global economy is uncertain, weakening of USD, increase unemployment and European financial crisis. Consumers are still cautious stretch out with their spending as a result of the economic uncertainties in US, Europe and Japan. These negative effects on the global economy have impacted Malaysian exporters and furniture exporters are no exception. The Group is taking appropriate measures to remain profitable and generate sufficient returns to its shareholders.
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

	· Company and Subsidiary Companies

– Income Tax
- Deferred Tax
	1,018
1
1,019

	3,632
(14)
3,618         




The Group’s effective tax rate in the current quarter is higher than the statutory tax rate due to adjustment of tax.
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 2010 are shown as below:-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	7,772
10,441
# 18,213

	-

-

-


	7,772
10,441
# 18,213



# Out of RM18.2 million, RM5.9 million borrowings were denominated in USD currency.
B10.
Disclosure of Derivatives
The Group's financial risk management policy seeks to ensure that adequate financial resources are available for the development of the Group's businesses whilst managing its interest rate risk, credit risk, liquidity risk and foreign currency risk.

There is no change in the significant policy for mitigating or controlling the interest rate risk, credit risk, liquidity risk and foreign currency risk for the Group or the related accounting policies. Other related information associated with the financial instruments is consistent with the disclosures in the audited financial statements for the financial year ended 31 July 2009.

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
   2,778,375


     3.2295 – 3.3370

Aug 2010

   1,485,475


     3.2640 – 3.3580

Sep 2010

   1,644,115


     3.2380 – 3.3635

Oct 2010

      984,630


     3.2533 – 3.3685

Nov 2010


            __
   6,892,595
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

Subject to the shareholders’ approval at the forthcoming Annual General Meeting, the directors proposed a final single tier dividend of 7.5% for the year ended 31 July 2010 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)
	1,824
	3,147
	13,924
	12,297

	Weighted average number of ordinary shares in issue (‘000)
	133,768
	129,725
	133,768
	129,725

	Basic EPS (sen)
	1.36
	2.43
	10.41
	9.48


1
1

