JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 31 JULY 2012


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.
Convergence of the FRSs with the International Financial Reporting Standards
On 19 November 2011, MASB issued a new MASB approved accounting framework, the Malaysian Financial Reporting Standards (“MFRSs”) that are equivalent to International Financial Reporting Standards.

The MFRSs are to be applied by all Entities Other Than Private Entities for annual periods beginning on or after 1 January 2012, with the exception of entities that are within the scope of MFRS 141 (Agriculture) and IC Interpretation 15 (Agreements for Construction of Real Estate), including its parent, significant investor and venturer (herein called “Transitioning Entities”).

On 30 June 2012, MASB announced that the Transitioning Entities are allowed to defer the adoption of the MFRSs to annual periods beginning on or after 1 January 2014 after which the MFRSs will become mandatory.

In representing its first MFRSs financial statements, the Group will quantify the financial effects of the differences between the current FRSs and MFRSs. The Group has commenced transitioning its accounting policies and financial reporting from the current FRSs to MFRSs. However, the Group has not completed its quantification of the financial effects of the differences between FRSs and MFRSs due to the ongoing assessment by the management. The majority of the adjustments required on transition will be made, retrospectively, against opening retained profits.

The Group expects to be in a position to fully comply with the requirements of MFRSs for the financial year ending 31 July 2013.

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 2012.
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 5,000 ordinary shares of RM0.50 each at an average price of RM0.489 per ordinary share. Total number of ordinary shares purchased to date is 437,900.
A7.
Dividend Paid
There were no dividends declared or paid by the Company during the current quarter.
A8.
Segment Reporting

Segment reporting for the current year to date 31 July 2012
	
	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
	-
	200,460
	18,364
	17,488
	299
	
	236,611

	Inter-Co sales
	1,920
	11,439
	6,200
	19,757
	1,931
	(41,247)
	-

	Total revenue
	1,920
	211,899
	24,564
	37,245
	2,230
	(41,247)
	236,611

	Results

Segment result
	98
	9,360
	2,691
	3,186
	1,898
	(600)
	16,633

	Interest income
	204
	701
	352
	
5
	13
	(558)
	717

	Finance costs
	(7)
	(570)
	(1)
	(1,463)
	(485)
	558
	(1,968)

	Profit before tax
	295
	9,491
	3,042
	1,728
	1,426
	(600)
	15,382


A8.
Segment Reporting (Continued)

Geographical segment

Malaysia
Indonesia
Total


RM’000
RM’000
RM’000

Revenue

Total
261,335
16,523
277,858

Internal
(38,025)
(3,222)
(41,247)


External
223,310
13,301
236,611  
Profit before tax
  14,484
898
15,382
The Group’s operates primarily in Malaysia, except for one subsidiary whose principal activities includes pressure treatment and kiln drying of rubberwood, and manufacturing of furniture parts which operates in Medan, Indonesia.
A9.
Property, Plant and Equipment

There were no significant acquisitions nor disposals of property, plant and equipment for the three months ended 31 July 2012.
There were no commitments for the purchase of property, plant and equipment for the three months ended 31 July 2012.
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 2012.

A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	As of 31 July
 2012

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	95,542


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 RM63.5 million in turnover for the quarter ended 31 July 2012 as compared to the turnover of RM51.5 million in the corresponding period last year. The profit before tax decrease from RM3.4 million for the previous year corresponding period to RM2.7 million for this quarter.
The furniture manufacturing activities continue to contribute majority of the Group’s revenue. The furniture segment contributes RM55.8 million in turnover for the quarter ended 31 July 2012 and profit before tax of RM1.8 million as compared to the turnover of RM45.7 million and profit before tax of RM0.3 million in the corresponding period last year. The revenue and profit before tax were higher than the corresponding period last year due to the strengthening of USD, increase orders and cost control in the reporting period.
The kiln-drying segment contributes RM8.0 million in turnover and loss before tax of RM0.5 million for the current quarter compared to the turnover of RM8.9 million and profit before tax of RM2.0 million in the corresponding period last year. The turnover and profitability of this segment decrease largely due to the increase in raw material cost and the cost of operation were higher than the increase in selling price.
The carton boxes segment contributes RM6.9 million in turnover and profit before tax of RM0.9 million for the current quarter compared to the turnover of RM6.3 million and profit before tax RM0.7 million in the corresponding period last year. There is a slight increase in turnover due to better performance of the furniture industry together with the increase in profit due to stringent cost control. 
B2.
Quarterly analysis

The Group recorded turnover and profit before taxation of RM63.5 million and RM2.7 million respectively for the current quarter compared to last quarter’s turnover and profit before taxation of RM62.1 million and RM6.4 million respectively. Despite a marginal increase in turnover, the profit before taxation decrease due to year end provisions of inventories and increase in raw material cost.
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 consumers. The Group will continue to improve the design capabilities to offer more rubber wood product range and expand through opening of new markets. Whilst furniture remains the Group’s core business, the Group will also explore upstream activities in plantation. As the global market for furniture manufacturing business is very challenging, the Group will strive to control cost and open new markets. The Group will also continue to explore other business opportunities outside 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
	155
313
468

	3,154
279
3,433    



The Group’s effective tax rate in the current quarter is lower than the statutory tax rate due to utilisation of tax losses brought forward and tax incentives.
B6.
Corporate Proposals


There were no corporate proposals as at the date of this announcement.
B7.
Group Borrowings and Debt Securities

The Group borrowings as at 31 July 2012 are shown as below:-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	20,364
3,464
# 23,828

	-

-

-


	20,364

3,464

# 23,828




# Out of RM23.8 million, RM8.9 million borrowings were denominated in USD currency.
B8. 
Material Litigation


There were no material litigations pending as at the date of this announcement.
B9.
Other Disclosures Items to the Statement of Comprehensive Income


Profit/(Loss) for the period is arrived at after crediting/(charging):-

	
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	- Interest income

- Other income including investment income

- Interest expense

- Depreciation & amortisation

- Gain/(Loss) disposal of quoted or unquoted investment

    or properties 

- Foreign exchange gain/(loss)
- Gain/(Loss) on derivatives
- Provision for and write off of inventories
- Provision for and write off of receivables
	227
534
(826)

(1,398)
789
330
(415)
(816)
(37)
	717
1,190
(1,968)
(5,428)

1,075
296
390

(816)    
(37)


B9.
Other Disclosures Items to the Statement of Comprehensive Income (Continued)

Save as disclosed above, the following items are not applicable to the Group for the fourth financial quarter ended 31 July 2012:-

· impairment of assets

· exceptional items

B10.
RETAINED PROFITS

The breakdowns of the retained earnings of the Group as of 31 July 2012 into realised and unrealised profits or losses are as follows:


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



31 July 2012
RM’000
	Preceding Quarter

30 April 2012
RM’000

	 - Realised

 - Unrealised

Total 

	53,327
(1,182)
52,145

	50,414
(545)
49,869



B11. 
Dividend
Subject to the shareholders’ approval at the forthcoming Annual General Meeting, the directors proposed a first and final single tier dividend of 7.0% for the year ended 31 July 2012 at an entitlement date to be determined later.

B12.
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)
	2,275
	-521
	10,261
	2,548

	Weighted average number of ordinary shares in issue (‘000)
	136,851
	137,062
	136,851
	137,062

	Basic EPS (sen)
	1.66
	-0.38
	7.50
	1.86


B13.
Authorisation for Issue
The interim financial statements were authorised for issuance by the Board of Directors in accordance with a resolution of the Board of Directors.
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