JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 30 APRIL 2011


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 2010. 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 2010.

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 July 2010, except for the adoption of the following new Financial Reporting Standards (FRSs), Amendments to FRSs and Interpretations with effect from 1 July 2010:

FRS 3
Business Combinations (revised)


FRS 4
Insurance Contracts


FRS 7
Financial Instruments: Disclosures


FRS 101
Presentation of Financial Statements (as revised in 2009)


FRS 123
Borrowing Costs


FRS 127 (Revised)
Consolidated and Separate Financial Statements


FRS 139
Financial Instruments: Recognition and Measurement


Amendments to FRS 139,
Financial Instruments: Recognition and Measurement,


 FRS 7, and IC
 Disclosures and Reassessment of Embedded Derivatives


 Interpretation 9

IC Interpretation 9
Reassessment of Embedded Derivatives

IC Interpretation 10
Interim Financial Reporting and Impairment


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



 Funding Requirements and their Interaction


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

IC Interpretation 17
Disclosures of Non-cash Assets to Owners

Amendments to IC
Scope of IC Interpretation 9 and FRS 3 (Revised)

 Interpretation 9


Other than the above new accounting standards and interpretations, the Group has also adopted the various amendments to existing accounting standards.

The adoption of the above did not have any significant effects on the interim financial statements upon their initial application, other than as discussed below: 

a)
FRS 101: Presentation of Financial Statements

The revised FRS 101 separates owner and non-owner changes in equity. The statement of changes in equity includes only details of transactions with owners, with all non-owner changes in equity presented in the statement of other comprehensive income. In addition, the Standard introduces the statement of comprehensive income which presents income and expense recognised in the period. This statement may be presented in one single statement, or two linked statements. As this is a disclosure standard, there will be no impact to the financial position or results of the Group.
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b) FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures and Amendments to FRS 139: Financial Instruments: Recognition and Measurement, FRS 7: Financial Instruments: Disclosures


The new Standard on FRS 139: Financial Instruments: Recognition and Measurement
Establishes principles for recognising and measuring financial assets, financial liabilities
and some contracts to buy and sell non-financial items. Requirements for presenting
information about financial instruments are in FRS 132: Financial Instruments:
Presentation and the requirements for disclosing information about financial instruments
are in FRS 7: Financial Instruments: Disclosures.

FRS 7: Financial Instruments: Disclosures is a new Standard that requires new disclosures in relation to financial instruments. The Standard is considered to result in increased disclosures, both quantitative and qualitative of the Group’s exposure to risks, enhanced disclosure regarding components of the Group’s financial position and performance, and possible changes to the way of presenting certain items in the financial statements.


Financial assets


Financial assets are classified as financial assets at fair value through profit or loss, loans 
and receivables, held to maturity investments, available-for-sale (“AFS”) financial assets,
or as derivatives designated as hedging instruments in an effective hedge, as 
appropriate.

The Group’s financial assets include cash and short-term deposits, loans and receivables and AFS investments.


i)
Loans and receivables

Prior to 1 August 2010, loans and receivables were stated at gross receivables less provision for doubtful debts. Under FRS 139, loans and receivables are initially measured at fair value and subsequently at amortised cost using the effective interest rate (“EIR”) method. Gains and losses arising from the derecognition of the loans and receivables, EIR amortisation and impairment losses are recognised in the income statement.


ii)
AFS investments

Prior to 1 August 2010, AFS financial assets such as investments were accounted for at cost adjusted for amortisation of premium and accretion of discount less impairment or at the lower of cost and market value, determined on an aggregate basis. Under FRS 139, AFS financial asset is measured at fair value initially and subsequently with amortization of premium with accretion of discount and other accrual of income recognised in income statement and with unrealized gains or losses recognised as other comprehensive income in the AFS reserve until the investment is derecognised, at which time the cumulative gain or loss is recognised in the income statement or determined to be impaired, at which time the cumulative loss is recognised in the income statement and removed from the AFS reserve.


Financial liabilities

Financial liabilities are classified as financial liabilities at fair value through profit or loss, loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The Group’s financial liabilities include trade and other payables and are carried at amortised cost.
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c)
Revised FRS 3 Business Combinations and Amendments to FRS 127 Consolidated and Separate Financial Statements

The revised standards are effective for annual periods beginning on or after 1 July 2010. The revised FRS 3 introduces a number of changes in the accounting for business combinations occurring after 1 July 2010. These changes will impact the amount of goodwill recognised, the reported results in the period that an acquisition occurs, and future reported results. The Amendments to FRS 127 require that a change in the ownership interest of a subsidiary (without loss of control) is accounted for as an equity transaction. Therefore, such transactions will no longer give rise to goodwill, nor will they give rise to a gain or loss. Furthermore, the amended standard changes the accounting for losses incurred by the subsidiary as well as the loss of control of a subsidiary. The changes from revised FRS 3 and Amendments to FRS 127 will affect future acquisitions or loss of control and transactions with minority interests.

d)
Amendments to FRSs ‘Improvements to FRSs (2010)’
Amendments to FRS 117: Leases requires entities with unexpired land leases to reassess the classification of such land as a finance or operating lease. The Group has reclassified the existing leasehold land to property, plant and equipment following this reassessment, with no effect on reported profit or equity. However, as a result of the adoption of the Amendments to FRS 117, comparative balances have been restated as follows:

Balance Sheet (Extract)


Effects of


As
changes in


previously
accounting
As

reported
policy
restated

RM’000
RM’000
RM’000
At 31 July 2010

Property, plant and equipment
61,541
2,917
64,458
Prepaid lease payments
2,917
(2,917)
-     


=====
=========================
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 30 April 2011.
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 repurchased 10,000 ordinary shares of RM0.50 each at an average price of RM0.635 per ordinary share. Total number of ordinary shares purchased to date is 193,900.

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

A8.
Segment Reporting

Segment reporting for the period ended 30 April 2011
	
	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
	-
	114,141
	14,120
	7,388
	4,921
	
	140,570

	Inter-Co sales
	1,161
	14,152
	4,030
	11,045
	1,577
	(31,965)
	-

	Total revenue
	1,161
	128,293
	18,150
	18,433
	6,498
	(31,965)
	140,570

	Results

Segment result
	(644)
	1,328
	1,284
	3,008
	1,240
	
	6,216

	Finance costs
	-
	(406)
	(1)
	(748)
	(163)
	216
	(1,102)

	Interest income
	2
	517
	223
	
7
	68
	(216)
	601

	Profit/(Loss) before tax
	(642)
	1,439
	1,506
	2,267
	1,145
	
	5,715


A9.
Property, Plant and Equipment

There were no significant acquisitions and no disposals of property, plant and equipment for the three months ended 30 April 2011.
There were no commitments for the purchase of property, plant and equipment for the three months ended 30 April 2011.
A10.
Subsequent events
The Company had on 11 May 2011 disposed of 51 ordinary shares of RM1.00 each (“Shares”), representing 51% of the issued and paid-up share capital of Jaycorp Vantage Sdn Bhd (“JVSB”), a company incorporated in Malaysia, for a total cash consideration of Ringgit Malaysia Fifty-One only (RM51.00) (“Disposal”). The Shares were disposed of to Mr Tek Koon Seng. Subsequent to the Disposal, JVSB shall cease to be a 51%-owned subsidiary of the Company.
A11.
Changes in the composition of the Group
There were no changes in the composition of the Group for the current financial period ended 30 April 2011.
A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 30 April
 2011

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	88,521


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 RM43.5 million in turnover for the quarter ended 30 April 2011 as compared to the turnover of RM52.9 million in the corresponding period last year. The profit before tax decreased from RM2.2 million for the previous year corresponding period to RM1.3 million for this quarter.
The decrease in profit is largely due to the weakening of USD, increase in production cost and sluggish economy condition in the importing countries. Manufacturers in Malaysia are facing very challenging times especially in the furniture industry accepting orders with reduced gross margin in order to cover fixed cost and to remain competitive in the industry.
Its furniture manufacturing activities continue to contribute majority of the Group’s revenue.

B2.
Quarterly analysis

The Group recorded turnover and profit before taxation of RM43.5 million and RM1.3 million respectively for the current quarter compared to last quarter’s turnover and profit before taxation of RM50.0 million and RM1.4 million respectively. The reduction in turnover and profitability is largely due to sluggish economy condition in the importing countries, increasing costs and strengthening of the Ringgit Malaysia.  
B3.
Current Year Prospects

The outlook for the coming year will continue to be challenging with the global uncertainties especially in the Middle East, Europe and the USA. The Group is concerned with the strengthening of Ringgit Malaysia and the labour market in the developed nations continuing to remain weak, thus resulting in poor consumer confidence. Notwithstanding the uncertainties in the global economy and a very challenging time ahead for Malaysian manufacturers, the Group will continue to maintain strong present in the furniture industry. 
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
	331
(7)
324

	1,708
(52)
1,656         




The Group’s effective tax rate in the current quarter is higher than the statutory tax rate because of certain non tax deductible items.
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 30 April 2011 are shown as below:-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	10,384
6,739
# 17,123

	-

-

-


	10,384
6,739
# 17,123



# Out of RM17.1 million, RM4.5 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 2010.

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

Foreign Exchange Forward Contracts


Contract
Fair



Value
Value
Gain/(Loss)


RM'000
RM'000
RM'000

US dollar - less than 1 year
307
297
10

=====
=============
============
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.
RETAINED PROFITS

On 25 March 2010, Bursa Malaysia Securities Berhad (“Bursa Malaysia”) issued a directive to all listed issuers pursuant to paragraphs 2.06 and 2.23 of the Bursa Securities Main Market Listing Requirements. The directive requires all listed issuers to disclose the breakdown of the unappropriated profits or accumulated losses as at the end of the reporting period, into realised and unrealised profits or losses.


The breakdown of the retained earnings of the Group as of 30 April 2011 into realised and unrealised profits or losses, pursuant to the directive, is as follows:


	Total Retained Earnings / (Accumulated Losses) of the Group
	Current Quarter

30 April 2011
RM’000
	Preceding Quarter

31 January 2010

RM’000

	 - Realised

 - Unrealised

Total 

	43,434
1,705
45,139

	42,712
1,722
44,434



The determination of realised and unrealised profits or losses is based on Guidance of Special Matter No.1 “Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Securities Listing Requirements” as issued by the Malaysian Institute of Accountants on 20 December 2010.

B13. 
Dividends

The directors do not recommend the payment of any dividend for the current financial period ended 30 April 2011.

B14.
Basic 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)
	705
	2,110
	3,067
	12,100

	Weighted average number of ordinary shares in issue (‘000)
	137,062
	133,768
	137,062
	133,768

	Basic EPS (sen)
	0.51
	1.58
	2.24
	9.05


1
5

