JAYCORP BERHAD (459789-X)

NOTES TO QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 31 JULY 2015

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 MFRS 134 : Interim Financial Reporting and paragraph 9.22 of the Main Market 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 financial year ended 31 July 2014. 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 2015.

The financial statements of the Group are prepared under the historical cost convention and modified to include other bases of valuation as disclosed in other sections under significant accounting policies, and in compliance with Malaysian Financial Reporting Standards (“MFRSs”), International Financial Reporting Standards and the requirements of the Companies Act 1965 in Malaysia.

The accounting policies and presentation adopted for this interim financial report are consistent with those adopted in the audited financial statements for the financial year ended 31 July 2015 except for the changes in accounting policies and presentation resulting from the adoption of relevant FRSs, Amendment to FRSs and IC Interpretations that are effective for the financial periods beginning on 1 August 2015.

During the current financial period, the Group has adopted the following new accounting standards and interpretations (including the consequential amendments, if any):-

MFRSs and IC Interpretations (Including The Consequential Amendments)

Amendments to MFRS 10, MFRS 12 and MFRS 127 (2011): Investment Entities

Amendments to MFRS 119: Defined Benefit Plans: Employee Contributions

Amendments to MFRS 132: Offsetting Financial Assets and Financial Liabilities

Amendments to MFRS 136: Recoverable Amount Disclosures for Non-financial Assets

Amendments to MFRS 139: Novation of Derivatives and Continuation of Hedge Accounting

IC Interpretation 21 Levies

Annual Improvements to MFRSs 2010-2012 Cycle

Annual Improvements to MFRSs 2011-2013 Cycle
The adoption of the above accounting standards and interpretations (including the consequential amendments) did not have any material impact on the Group’s.
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 year ended 31 July 2015.
A5.
Change in Estimates

There are no changes in the estimates of amounts reported in prior interim periods that have a material effect on the results for the current quarter under review.
A6.
Debts and equity securities
During the current year under review, the Company repurchased 15,000 ordinary shares of RM0.50 each at an average price of RM0.712 per ordinary share. Total number of ordinary shares purchased and held as treasury shares as at 31 July 2015 was 482,900.
A7.
Dividend Paid
During the current year under review, the Company paid a first and final single tier dividend of 3.5 sen per ordinary share totaling RM4,787,372 in respect of the financial year ended 31 July 2014 on 29 December 2014.
A8.
Segment Reporting


Segment reporting for the current year to date 31 July 2015
	
	Investment

Holding
	Furniture
	Carton Boxes
	Kiln-Drying
	Renewable Energy
	Others
	Inter-Co

Elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	
	
	
	
	

	External sales
	-
	196,910
	20,819
	23,404
	6,498
	276
	
	247,907

	Inter-Co sales
	28,463
	593
	6,304
	14,325
	-
	2,208
	(51,893)
	-

	Total revenue
	28,463
	197,503
	27,123
	37,729
	6,498
	2,484
	(51,893)
	247,907

	Results

Segment result
	22,281
	17,032
	1,671
	2,683
	(1,701)
	483
	(27,143)
	15,306

	Interest income
	61
	808
	204
	35
	-
	58
	(654)
	512

	Finance costs
	(602)
	(444)
	-
	(637)
	(453)
	-
	654
	(1,482)

	Profit/(Loss) before tax
	21,740
	17,396
	1,875
	2,081
	(2,154)
	541
	(27,143)
	14,336



Geographical segment

Malaysia
Indonesia
Total


RM’000
RM’000
RM’000

Revenue

Total
278,721
21,079
299,800

Internal
 (50,202)
(1,691)
(51,893)


External
228,519
19,388
247,907  
Profit before tax
 12,431
1,905
14,336
The Group 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 or disposals of property, plant and equipment for the year ended 31 July 2015.

There were no commitments for the purchase of property, plant and equipment for the year ended 31 July 2015.
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
Instyle Sofa Sdn Bhd

On 12 February 2015, the Company had entered into a Subscription Agreement (“SA”) with Instyle Sofa Sdn Bhd (“ISSB”) to subscribe for 1,041,000 new ordinary shares of RM1.00 each (“Subscription Shares”), representing 51% of the enlarged issued and paid-up share capital of ISSB, for a total cash consideration of Ringgit Malaysia Four Million Two Hundred Thousand Eighteen and Sen Sixty only (RM4,200,018.60) (“Subscription Consideration”) (“Subscription”). 

On 30 April 2015, Jaycorp has been allotted and issued with  the Subscription Shares in ISSB. The Subscription is completed upon the allotment and issuance of the Subscription Shares in ISSB. Subsequent to the Subscription, ISSB becomes a 51%-owned subsidiary of Jaycorp.
The acquisition had the following effect on the Group’s assets and liabilities on acquisition date:


Recognised values


On acquisition


RM’000

Property, plant and equipment
12,573
Inventories
3,335
Receivables, deposits and prepayment
761
Cash and cash equivalents
864
Fair value adjustment
3,435

Loans and borrowings
(6,422)
Payables and accruals
(2,728)

Minority interests at the date of acquisition
(5,791)


--------


6,027
Negative goodwill on acquisition
(1,827)


--------

Consideration paid, satisfied in cash
4,200

Cash acquired
(864)


--------

Net cash outflow
3,336

====
A11.
Changes in the composition of the Group (continued)

Digital Dorm Sdn Bhd

On 24 March 2015, Digital Furniture Sdn Bhd (“DFSB”), a 60%-owned subsidiary of the Company, had acquired 2 ordinary shares of RM1.00 each, representing 100% of the issued and paid-up share capital of Digital Dorm Sdn Bhd (“DDSB”) from Nip Chee Sien and Mohammad Fairuz Bin Jamalodin, for a total cash consideration of Ringgit Malaysia Two only (RM2.00) (“Acquisition”). Subsequent to the Acquisition, DDSB becomes a wholly-owned subsidiary of DFSB.

Jaycorp Home Furnishings Inc

Jaycorp Home Furnishings Inc., a wholly-owned subsidiary of the Company, has been struck-off from the Register by the Labuan Financial Services Authority effective 8 July 2015.
A12.
Changes in Contingent Liabilities or Contingent Assets

a. Contingent Liabilities

	
	
	Company

As of 31 July 2015

	Unsecured
	
	         RM’000

	Corporate guarantees in favour of bankers for providing banking facilities to subsidiaries
	
	123,348


b. Contingent Assets
There were no contingent assets since the last annual balance sheet date.

A13
Significant Related Party Transactions

The related party transactions are taken under normal course of business and on terms that are not more favourable than those available to other third parties.

	Companies in which certain directors have interests:-
	Current Quarter

RM’000
	Financial 

year-to-date

RM’000

	– Commission payment 

– Purchases of biomass feeds stocks

– Rental payment

– Sales of carton box
– Purchases of machinery and machinery parts

	-
-
22
-
19
41

	96

469
90
-

133
788    




SELECTED EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE MAIN MARKET LISTING REQUIREMENTS OF BURSA SECURITIES:

B1.
Review of Performance

The Group registered RM69.3 million in turnover for the quarter ended 31 July 2015 (“current quarter”) as compared to the turnover of RM59.9 million in the previous year corresponding period. Profit before tax for the current quarter was at RM3.0 million as compared to profit before tax of RM3.4 million for the previous year corresponding period.
The furniture segment continued to contribute majority of the Group’s revenue. The furniture segment contributed RM57.1 million and RM6.2 million in turnover and profit before tax respectively for the current quarter. Comparatively, the turnover and profit before tax for previous year corresponding period were RM48.9 million and RM2.0 million respectively. The turnover and profit before tax for the current quarter were higher than the previous year corresponding period due to increased demand from oversea markets and reduction in cost of materials.
The kiln-drying segment registered RM8.4 million in turnover and loss before tax of RM0.4 million for the current quarter compared with turnover of RM9.8 million and profit before tax of RM2.1 million in the previous year corresponding period. The turnover and loss before tax for the current quarter as compared to profit before tax in the previous year corresponding period was due to lower demand from China and provision for inventories.
The carton boxes segment contributed RM7.7 million in turnover and profit before tax of RM0.5 million for the current quarter compared with turnover of RM6.4 million and profit before tax of RM0.4 million in the previous year corresponding period. The turnover and profitability in this segment were higher than the previous year corresponding period due to higher demand in the furniture industry.  
The renewable energy segment contributed RM2.1 million in turnover but incurred a loss before tax of RM0.2 million for the current quarter compared with turnover of RM0.9 million and loss before tax of RM0.8 million in the previous year corresponding period. The reduction in this business segment’s loss position was due to improved production efficiency.
B2.
Quarterly analysis
The Group recorded turnover of RM69.3 million and profit before tax of RM3.0 million for the current quarter as compared to last quarter’s turnover and profit before tax of RM59.6 million and RM6.5 million respectively. Despite improved performance across all segments except for kiln drying, the profit before tax was lower than that for the previous year corresponding period mainly due to a provision/impairment for a refundable deposit of RM2.5 million and slow moving stocks of RM1.2 million.
B3.
Current Year Prospects

The furniture industry remains the Group’s core business.  The Group will continue to focus on controlling its cost structure and exploring new markets for its products. Barring any unforeseen circumstances, the Group is optimistic that its financial performance will improve further in the next financial year.

B4.
Profit Forecast 

There is no profit forecast issued for the current financial period 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

	1,430
(266)
1,164

	4,861
(239)
4,622   



The Group’s effective tax rate in the current quarter is higher than the statutory tax rate due to certain non-tax deductible items and certain loss making subsidiaries.
B6.
Corporate Proposals

Save as disclosed in item A11, 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 2015 are shown as below:-

	
	Secured

RM’000
	Unsecured

RM’000
	Total

RM’000

	Short Term Borrowings

Long Term Borrowings 


	20,324
6,375
# 26,699

	-

-

-


	20,324

6,375

# 26,699



# Out of RM26.7 million, RM10.7 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 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 on property, plant and equipment and

   investment properties
- Gain on disposal of quoted or unquoted investment

    or properties 

- Foreign exchange (loss)/gain
- Loss on derivatives
- Provision for and write off of receivables

- Provision for and write off of inventories
	116
476
(331)

(2,041)

118
671
(827)
(2,855)
(1,603) 
	512
3,090
(1,482)

(7,433)

213
1,741
(2,414)
(2,765)
(1,536)


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 2015:-

· exceptional items
B10.
Retained Profits

The breakdowns of the retained earnings of the Group as of 31 July 2015 into realised and unrealised profits or losses are as follows:


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

31 July 2015

RM’000
	Current Quarter

30 April 2015

RM’000

	 - Realised

 - Unrealised

Total 

	62,352
(2,395)

59,957

	60,199

(2,063)

58,135




B11. 
Dividend
Subject to the shareholders’ approval at the forthcoming Annual General Meeting, the Board of Directors proposed a first and final single tier dividend of 4.0 sen per ordinary share for the financial year ended 31 July 2015 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)
	1,821
	1,706
	7,993
	8,625

	Weighted average number of ordinary shares in issue (‘000)
	136,778
	136,793
	136,778
	136,793

	Basic EPS (sen)
	1.33
	1.25
	5.84
	6.31


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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