


NOTES TO THE INTERIM FINANCIAL STATEMENTS

A1. 
ACCOUNTING POLICIES 
The interim financial report is unaudited and has been prepared in accordance with the requirements of Financial Reporting Standards (“FRS”) 134: Interim Financial Reporting and paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirements.
The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 August 2010. The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual audited financial statements for the year ended 31 August 2010, except for the followings :
FRS 7, Financial Instruments: Disclosure.
FRS 101 (revised), Presentation of Financial Statements.
FRS 123 (revised), Borrowing Costs

FRS 132, Financial Instruments: Presentation
FRS 139, Financial Instruments: Recognition and Measurement.

IC Interpretation 9, Reassessment of Embedded Derivatives

IC Interpretation 10, Impairment and Interim Financial Reporting

Amendment to FRS 5, 7, 8, 107,108,110,116,117,118,119,123, 127, 128, 134, 136, 138
Amendments to FRS 139, 140 
IC Interpretation 9, 10, 17
The principal effects of the changes in presentation, changes in methods of computation and in accounting policies resulting from the adoption of the new and revised FRSs, IC Interpretations and Amendments are set out below:

(i) FRS 101(revised), Presentation of Financial Statements
Prior to the adoption of the revised FRS 101, the components of the financial statements presented consisted of a balance sheet, an income statement, a statement of changes in equity, a cash flow statement and notes to the financial statements. With the adoption of the revised FRS 101, the components of the interim financial statements presented consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.

The effects of the changes in presentation are as follows:
The gains and losses that were recognised directly in equity in the preceding financial year corresponding period are presented as components in other comprehensive income in the statement of comprehensive income. The total comprehensive income for preceding financial year corresponding period is presented separately and allocation is made to show the amount attributable to owners of the parent and to non-controlling interests.

The total comprehensive income for the financial period is presented as a one-line item in the statement of changes in equity.

(ii) FRS 139: Financial instruments: Recognition and Measurement
Prior to the adoption of FRS 139, financial derivatives were recognised on their settlement dates. Outstanding derivatives at the balance sheet date were not recognised. With the adoption of FRS 139, all financial assets and liabilities, including derivatives, are recognised at contract dates when, and only when, the Company or any subsidiary becomes a party to the contractual provision of the instruments.

With the adoption of FRS 139, financial assets and financial liabilities recognised and unrecognised in the prior financial year are classed into the following categories:
	
	Pre-FRS 139
	Post- FRS 139

	1
	Long term equity investment
	Available for sales investment

	2
	Current investment
	Financial assets at fair value through profit or loss

	3
	Unrecognised derivative assets
	Financial assets at fair value through profit or loss

	4
	Long term borrowings
	Financial liabilities at amortised cost

	5
	Unrecognised derivative liabilities
	Financial liabilities at fair value through profit or loss


The measurement bases applied to the financial assets and liabilities in the prior financial year were changed to conform to the measurement standards of FRS 139 in the current quarter. At initial recognition, all financial assets and liabilities are measured at their fair value plus in the case of financial instruments not at fair value through profit or loss, transaction costs directly attributable to the acquisition or issuance of the instruments.

Subsequent to their initial recognition, the financial assets and liabilities are measured as follows:
	
	Category
	Measurement basis

	1
	Financial instruments at fair value through profit or loss
	At fair value through profit or loss

	2
	Held to maturity investments
	At amortised cost effective interest method

	3
	Loans and receivable
	At amortised cost effective interest method

	4
	Available for sales investments
	At fair value through other comprehensive income, unless fair value cannot be reliably measured, in which case, they are measured at cost

	5
	Loans and other financial liabilities
	At amortised cost effective interest method


All financial assets other than those classified as at fair value through profit or loss are subject to impairment test of FRS 139.

In accordance with FRS 139, the recognition, derecognition and measurement requirement are applied prospectively from 1 September 2010. The effects of the re-measurement on 1 September 2010 of the financial assets and financial liabilities brought forward from the previous financial year are adjusted to the opening retained profits and other operating reserves as disclosed in the statement of changes in equity. The effect of the reclassification to the comparative of the prior financial year’s consolidated statement of financial position is as follows:
	31 August 2010
	As previously reported
           (RM)
	Adjustment
       (RM) 
	  As restated
       (RM)

	Derivative financial instruments at fair value
	         
	(43,810)
	(43,810)

	Retained Profit/ (loss)
	    (22,146,898)
	     (43,810)
	 (22,190,708)


(iii) FRS 7, Financial instrument: Disclosures
Prior to the adoption of FRS 7, the disclosures for financial instruments were based on the requirements of the original FRS 132, Financial Instruments: Disclosure and Presentation. With the adoption of FRS 7, financial assets and financial liabilities are disclosed in the statement of financial position based on their respective classifications. However, FRS 7 disclosures are not required in the interim financial statements, and hence, no further disclosures are required in these interim financial statements.

(iv) IC Interpretation 10, Impairment and Interim Financial Reporting
Prior to the adoption of IC Interpretation 10, impairment losses for equity investment recognised in an earlier interim period were reversed in a later interim period when tests revealed that the losses have reversed. With the adoption of IC Interpretation 10 and FRS 139 on 1 September 2010, the policy has been changed to conform to the impairment requirement of FRS 139. Impairment losses recognised for available for sale equity investments in an interim period are not reversed in a subsequent interim period. This change in basis has no effect to the profit or loss of the current reporting period.
(v) Amendment to FRS 117, Leases
Prior to the adoption of the Amendment to FRS 117, leasehold lands were treated as operating leases. The considerations paid were classified and presented as prepaid lease payments in the statement of financial position. With the adoption of the Amendment to FRS 117, the Group has reassessed and determined that all leasehold land of the Group which is in substance financial leases and has reclassified the leasehold land to property, plant and equipment. The change in accounting policy has been made retrospectively in accordance with the transitional provisions of the amendment. The reclassification has no effect to the profit or loss of the current financial reporting period or the comparative prior financial period. The effect of the reclassification to the comparative of the prior financial year’s consolidated statement of financial position is as follows:

	31 August 2010
	As previously reported
(RM)
	Reclassification
(RM)
	As restated
(RM)

	Prepaid lease payment

Property, plant & equipment
	    2,294,653
  43,240,557
	     (2,294,653)

       2,294,653  
	             -

    45,535,210


The adoption of the other new and revised FRSs, IC Interpretations and Amendments have no effect to the Group’s consolidated financial statements of the current quarter or the comparative consolidated financial statements of the prior financial year.

The Group has not adopted any new/revised FRS that have been issued as at the date of authorisation of these Interim Financial Statements but are not yet effective for the Group.
A2.
SEASONAL OR CYCLICAL FACTORS

The Group’s operation is seasonal and cyclical in nature whereby the performance for the second quarter (December to February) is normally poorer than the rest of the quarters. This is due mainly to the long festive holidays in Malaysia as well as lower demand for the export markets after Christmas and New Year celebration.

A3.
UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE AND INCIDENCE

No unusual items of nature, size or incidence that affect the assets, liabilities, equity, net income or cash flow of the Group during the reporting period.

A4.
MATERIAL CHANGES IN ESTIMATES

No material changes in estimates of amounts reported in prior interim periods of the current or previous financial years.

A5.
ISSUANCES, REPURCHASES AND REPAYMENTS OF DEBT / EQUITY

            SECURITIES



There were no issuance, repurchase and repayment of debt / equity securities during the reporting period.   

A6.
DIVIDENDS PAID


No dividend was paid during the current quarter.

A7.
SEGMENTAL INFORMATION


Segmental information is presented in respect of the Group’s business segment. 

	
	3 months ended 30 November 2010

	
	Investment
	
	Property
	Log house
	
	

	Revenue and Expenses
	Holding
	Manufacturing
	Investment
	Construction
	Eliminations
	Consolidated

	
	( RM )
	( RM )
	( RM )
	( RM )
	( RM )
	( RM )

	External sales
	0
	23,867,219
	0
	325,152
	0
	24,192,371

	Dividend income
	0
	0
	0
	0
	0
	0

	Inter-segment revenue
	0
	811,271
	51,000
	0
	(862,271)
	0

	Total
	0
	24,678,490
	51,000
	325,152
	(862,271)
	24,192,371

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Investment
	
	Property
	Log house
	
	

	Results
	Holding
	Manufacturing
	Investment
	Construction
	Eliminations
	Consolidated

	
	( RM )
	( RM )
	( RM )
	( RM )
	( RM )
	( RM )

	Segment Results
	(17,337)
	640,155
	31,134
	10,126
	0
	664,078

	Finance costs
	0
	(241,274)
	0
	0
	0
	(241,274)

	Finance income
	0
	0
	0
	0
	0
	0

	Profit / (loss) before taxation
	(17,337)
	398,881
	31,134
	10,126
	0
	422,804

	Income tax expenses
	
	
	
	
	0

	Profit / (loss) for the period
	
	
	
	422,804


A8.
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE PERIOD

No materials events subsequent to the period ended 31 August 2010 that have not been reflected in the financial statements for the interim period.
A9.
CHANGES IN THE COMPOSITION OF THE GROUP

On 11 January 2011, the Company’s wholly-owned subsidiary, Syarikat U.D. Trading Sdn Bhd has acquired 35,000 ordinary shares of RM1.00 each representing the remaining 35% stake in issued and paid-up share capital of Syarikat U.D. Trading Corporation Sdn Bhd (“UDTC”) for a total cash consideration of RM1.00. The acquisition is for easy management of UDTC by the Group.
A10.
CHANGES IN CONTINGENT LIABILITIES/ASSETS

No changes in contingent liabilities/assets since the last annual balance sheet as at 31 August 2010 other than as follows:-
	
	As at
	
	As at

	
	30.11.2010
	
	31.08.2010

	Unsecured
	RM
	
	RM

	Corporate guarantee given to bankers for 
	
	
	

	credit facilities granted to subsidiary companies
	42,619,411
	
	47,915,949


A11.
CAPITAL COMMITMENTS
Capital commitment not recognised in the current interim financial statements during the current reporting period is as follow :
Approved but not contracted for purchase of property



RM 475,000
A12.
RELATED PARTY TRANSACTIONS

The Group’s related party transactions in the current quarter and financial year-to-date are as follow : 

	Subsidiaries
	Transacting parties
	Relationship
	Nature of transactions
	Current quarter
    (RM)
	Financial year-to-date
       (RM)

	PKI
	Lee Geok Kim
	Director of 
PKI
	Rental of factory

	23,730
	23,730


	PKI
	Dee Sin Agency
	A firm in which Gan Poh Keong, a director of PKI, is sole proprietor
	Foreign workers’ expenses paid/ payable
	9,290
	9,290



The Group’s key management personnel compensation is as follow :

	Compensation paid/payable to key management personnel
	Current quarter
(RM)
	Financial year-to-date
(RM)

	Short term employee benefits
Post-employee benefits
	290,598
25,092
	290,598
25,092


BMSB LISTING REQUIREMENTS
B1.
PERFORMANCE REVIEW
	Revenue
	Individual quarter
	
	Cumulative quarter

	
	30-Nov-10
	30-Nov-09
	
	30-Nov-10
	30-Nov-09

	Subsidiaries
	(RM)
	(RM)
	 
	(RM)
	(RM)

	SWS
	14,678,451 
	18,928,286 
	
	14,678,451 
	18,928,286 

	PKI
	3,657,933 
	2,807,124 
	
	3,657,933 
	2,807,124 

	UDP & UDW
	3,192,466 
	3,977,131 
	
	3,192,466 
	3,977,131 

	UDT
	2,113,221 
	8,226,707 
	
	2,113,221 
	8,226,707 

	Others
	550,300 
	1,719,868 
	
	550,300 
	1,719,868 

	Total
	24,192,371 
	35,659,116 
	 
	24,192,371 
	35,659,116 

	
	
	
	
	
	

	Profit / (Loss)
	Individual quarter
	
	Cumulative quarter

	before taxation
	30-Nov-10
	30-Nov-09
	
	30-Nov-10
	30-Nov-09

	Subsidiaries
	(RM)
	(RM)
	 
	(RM)
	(RM)

	SWS
	498,155 
	588,714 
	
	498,155 
	588,714 

	PKI
	100,246 
	131,614 
	
	100,246 
	131,614 

	UDP & UDW
	(72,101) 
	42,441 
	
	(72,101) 
	42,441 

	UDT
	(57,620)
	290,301 
	
	(57,620)
	290,301 

	Others
	(45,876)
	(1,077,023)
	
	(45,876)
	(1,077,023)

	Total
	422,804 
	(23,953)
	 
	422,804 
	(23,953)


The Group’s revenue for the current quarter ended 30 November 2010 decreased to RM24.19 mil compared to RM35.66 mil recorded in the corresponding quarter ended 30 November 2009. The reduction in turnover came mainly from a temporally closed down the trading branches in Lunas (Northern Malaysia), Banting (Central Malaysia) and Johor Bahru (Southern Malaysia), resulting its sales reduced by RM6.11 mil during the quarter under review. Meanwhile, sofa export business reduced by RM4.25 mil to RM14.68 mil, due to lower export shipment to developed countries.
The Group’s profit before taxation recorded at RM0.42 mil in the current quarter ended 30 November 2010 against a loss before taxation of RM23,953 in the previous quarter ended 30 November 2009. The improvement was due mainly to the completion of the log house construction project located in Melaka, which reported a loss before taxation RM0.88 mil in previous quarter against a profit before taxation of RM10,126 in the current quarter. Meanwhile, the lamination division reported a loss before taxation of RM72,101 in the current quarter against a profit before taxation of RM42,441 previously, due to price competition.
B2.
MATERIAL CHANGE IN PROFIT BEFORE TAXATION
	Profit / (Loss)
	                    Individual quarter
	 
	 

	before taxation
	30-Nov-10
	31-Aug-10
	
	Changes

	Subsidiaries
	(RM)
	(RM)
	 
	(RM)

	SWS
	498,155 
	(545,467)
	
	1,043,622 

	PKI
	100,246 
	73,621 
	
	26,625 

	UDP & UDW
	(72,101)
	(565,883)
	
	493,782 

	UDT
	(57,620)
	514,370 
	
	(571,990)

	Others
	(45,876)
	(838,376)
	
	792,500 

	Total
	422,804 
	(1,361,735)
	 
	1,784,539 


The Group’s profit before taxation stood at RM0.42 mil for the quarter under review compared to a loss before taxation of RM1.36 mil registered in the preceding quarter ended 31 August 2010. The better profit margin came from its sofa and furniture divisions resulting from improving plant efficiency. Losses from lamination division also reduced to RM72,101 from RM0.56 mil. Meanwhile, its 65% subsidiary, Syarikat UD Trading Corporation Sdn Bhd, reported a profit before taxation of RM10,126 against losses of RM0.63 mil in the preceding quarter also another contributing actor to the improving bottomline. 

B3.
PROSPECT FOR THE CURRENT FINANCIAL YEAR
The Group will continue to re-position its business, focusing in furniture related activities. It has ceased manufacturing of staples, nails and polyethylene foam, and expected a saving of RM0.40 mil per year. The Group has also restructured its trading activities to focus mainly in its area of business, and temporary close down its branches located in Lunas, Banting and Johor Bahru. The downsizing is expected to save some RM2 mil per year, resulting from reduced overhead and manpower costs.

The Group has combined all its furniture manufacturing & marketing facilities into its 51% subsidiary, Poh Keong Industries Sdn Bhd in order to further manage the efficiency and cost. The enlarged furniture manufacturing company is expected to contribute 10% ~ 15% of Group’s turnover in the current financial year.
The Group continue its best effort to improve operation efficiency and monitor its cash flow position. The Group will stick to the strategy of focusing on core operations and diverting non-core assets to further improve its working capital requirement. The Group expects its business operation to improve progressively.

B4.
VARIANCE OF ACTUAL PROFIT FROM FORECAST PROFIT

The Group did not issue any profit forecast or profit guarantee for the year.

B5.
TAXATION







	
	Current

quarter
RM
	
	Financial

year-to-date
RM

	Current taxation

	0
	
	0

	Deferred taxation 
	0
	
	0

	Taxation
	0
	
	0


No provision of current year taxation, due to sufficient of tax business losses carried forward from prior years.

B6.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

On 28 December 2010, its wholly-owned subsidiary, Syarikat U.D Trading Sdn Bhd has disposed two units of double storey semi-detached houses for a total cash consideration RM400,000. Loss from the disposal amounted to RM106,133. The transaction has not been completed as at the date of this interim financial statement.
B7.
QUOTED SECURITIES 


No purchase or disposal of quoted securities for the current financial period.  
B8.
STATUS OF CORPORATE PROPOSALS
No corporate proposals announced but not completed as at the date of this interim financial statements.
B9.
GROUP’S BORROWINGS

The Group’s borrowings, all denominated in Ringgit Malaysia, as at 30 November 2010 are as follow:

	
	
	
	RM

	Secured Short Term Borrowings
	
	
	23,088,485

	Secured Long Term Borrowings
	
	
	3,342,213

	Total Borrowings
	
	
	26,430,698

	
	
	
	


B10. 
FINANCIAL INSTRUMENTS - DERIVATIVES
As at 30 November 2010, the foreign currency contracts which have been entered into by the Group to hedge its foreign currency sales are as follows: -
	Forward foreign currency contracts
	Contract value

(RM)
	Fair value 
(RM)
	Changes in fair value
(RM)

	US Dollar – less than l year
	        9,162,307
	       9,195,672
	      (33,365)


Derivative financial assets and liabilities are initially recognised, and subsequently measured at fair value. The fair value of derivatives are determined based on market data (primarily exchange rate) to calculate the present value of all estimated flows associated with each derivative as at the date of the financial position. The changes in the fair value are recognised in the Statement of Comprehensive Income.
There have been no significant changes to the Group’s exposure to credit risk, market risk and liquidity risk from the previous financial year. There have been also no changes to the Group’s risk management objectives, policies and processes since the previous financial year end.

B11.
MATERIAL LITIGATION

As previously disclosed, a subsidiary company, Syarikat U.D. Trading Sdn. Bhd. has a pending litigation with Goo Chuan Lai, trading as Chuan Lai Furniture (‘CLF’). Based on the advice of solicitors, the directors are of the opinion that the counter-suit by CLF will not be successful.

There were no changes in material litigation, including the status of pending material litigation as mentioned above since the last annual balance sheet as at 31 August 2010. 

B12.
DIVIDEND
No interim dividend has been declared for the current reporting period. 
B13.     EARNINGS PER SHARE

Basic earnings per share

The basic earnings per share is calculated by dividing the profit attributable to Owners of the Parent by the weighted average number of ordinary shares in issue during the period.



Current
Financial



quarter
year-to-date

Earnings attributable to 


Owners of the Parent  
(RM)
369,939
369,939

Weighted average number of shares 
(shares)
126,505,500   
126,505,500  


Basic earnings per share 
(sen)
0.29
0.29

Diluted earnings per share

The fully diluted earnings per share is the same as the basic earnings per ordinary share, as the effects of warrants are ignored as they all anti-dilutive, in calculating the diluted earnings per ordinary share in accordance with FRS 133 on Earnings per Share.
B14.
AUDIT QUALIFICATION REPORT

The preceding financial statements for the year ended 31 August 2010 were report on without any qualification.   

For and on behalf of the Board

UDS Capital Berhad

TAN WANG GIAP

Secretary
27 January 2011
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