JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 31 OCTOBER 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 2011. 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 2011.

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 July 2011, except for the changes in accounting policies and presentation resulting from the adoption of relevant Financial Reporting Standards (FRSs), Amendments to FRSs and IC Interpretations that are effective for the financial periods beginning on 1 August 2011.
The adoption of relevant FRSs, Amendment to FRSs and IC Interpretations are not expected to have any significant financial impact on the financial statements of the Group.

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 October 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 209,000 ordinary shares of RM0.50 each at an average price of RM0.530 per ordinary share. Total number of ordinary shares purchased to date is 402,900.
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 31 October 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
	-
	44,143
	4,098
	3,101
	99
	
	51,441

	Inter-Co sales
	330
	3,241
	1,430
	5,631
	455
	(11,087)
	-

	Total revenue
	330
	47,384
	5,528
	8,732
	554
	(11,087)
	51,441

	Results

Segment result
	(38)
	1,782
	551
	(48)
	293
	
	2,540

	Finance costs
	-
	(135)
	-
	(369)
	(32)
	116
	(420)

	Interest income
	-
	175
	94
	
2
	-
	(116)
	155

	Profit/(Loss) before tax
	(38)
	1,822
	645
	(415)
	261
	
	2,275


A9.
Property, Plant and Equipment

There were no significant acquisitions and no disposals of property, plant and equipment for the three months ended 31 October 2011.
There were no commitments for the purchase of property, plant and equipment for the three months ended 31 October 2011.
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 October 2011.

A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 July
 2011

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	89,119


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 RM51.4 million in turnover for the quarter ended 31 October 2011 as compared to the turnover of RM48.1 million in the corresponding period last year. The profit before tax decreased from RM3.0 million for the previous year corresponding period to RM2.3 million for this quarter.
The profit in the corresponding period last year was higher due to the one-off tax refund received by the oversea’s subsidiary. Effectively, the operational profit has increased in the current quarter compared to the corresponding period last year due to the strengthening of USD and production efficiency.
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 RM51.4 million and RM2.3 million respectively for the current quarter compared to last quarter’s turnover and profit before taxation of RM51.5 million and RM3.4 million respectively. The reduction in turnover was marginal, however, the profitability in the last quarter was higher than the current quarter because the profit generated by the oversea’s subsidiary was seasonal depending on the supply and sales of rubber wood. 
B3.
Current Year Prospects

The Group will continue to offer a comprehensive range of rubber wood furniture products ranging from affordable dining and bedroom sets to higher end sophisticated designs to suit the taste of the consumers. The Group will continue to improve the design capabilities to offer more rubber wood product range and continue to open up new markets. The Group’s competitive advantage is on its certainty of supply of raw material, efficiency, cost effective production method, highly innovative product designs and attractive packaging. Hitherto, furniture remains the Group’s core business. To ensure continual growth and enhance shareholders’ value, the Group is exploring other business opportunities including but not limited to property development, power generation, coal mining and related port handling facilities.
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
	719
-
719
	719
-
719    


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

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	9,461
5,891
# 15,352

	-

-

-


	9,461
5,891
# 15,352



# Out of RM15.4 million, RM6.3 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 2011.

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
17,469
17,129
340

=====
=============
============
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 Securities”) 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 31 October 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

31 October 2011
RM’000
	Preceding Quarter

31 July 2011
RM’000

	 - Realised

 - Unrealised

Total 

	46,328
(215)
46,113

	45,400
(780)
44,620



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 31 October 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)
	1,493
	1,099
	1,493
	1,099

	Weighted average number of ordinary shares in issue (‘000)
	136,865
	137,066
	136,865
	137,066

	Basic EPS (sen)
	1.09
	0.80
	1.09
	0.80


1
1

