


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.

(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 is 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 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 has 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. 

	
	12 months ended 31 Aug 2011

	
	Investment
	
	Property
	Log house
	
	

	Revenue and Expenses
	Holding
	Manufacturing
	Investment
	Construction
	Eliminations
	Consolidated

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

	External sales
	0
	88,815,573
	0
	226,888
	0
	89,042,461

	Dividend income
	226,000
	0
	0
	0
	(226,000)
	0

	Inter-segment revenue
	0
	5,129,933
	204,000
	5,380
	(5,339,313)
	0

	Total
	226,000
	93,945,506
	204,000
	232,268
	(5,565,313)
	89,042,461

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Investment
	
	Property
	Log house
	
	

	Results
	Holding
	Manufacturing
	Investment
	Construction
	Eliminations
	Consolidated

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

	Segment Results
	(62,746)
	2,485,465
	67,211
	(557,246)
	0
	1,932,684

	Finance costs
	0
	(1,057,248)
	0
	0
	0
	(1,057,248)

	Finance income
	0
	28,441
	0
	0
	0
	28,441

	Profit / (loss) before taxation
	(62,746)
	1,456,658
	67,211
	(557,246)
	0
	903,877

	Income tax expenses
	
	
	
	
	(230,928)

	Profit / (loss) for the period
	
	
	
	672,949


A8.
MATERIAL EVENTS SUBSEQUENT TO THE END OF THE PERIOD

On 17 October 2011, the Company has entered into a Sale and Purchase Agreement to dispose of a parcel of freehold industrial land with single storey detached factory and office with a carrying value of approximately RM2,902,394 for a sale consideration of approximately RM1,950,000.
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

	
	31.08.2011
	
	31.08.2010

	Unsecured
	RM
	
	RM

	Corporate guarantee given to bankers for 
	
	
	

	credit facilities granted to subsidiary companies
	41,918,656
	
	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
	94,920

	PKI
	Dee Sin Agency
	A firm in which Gan Poh Keong, a director of PKI, is sole proprietor
	Foreign workers’ expenses paid/ payable
	13,378
	75,100

	UDS

	Anthony Na Hai Sir
	Director of UDS
	Upkeep of motor vehicle
	800
	2,512



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
	440,992
36,560
	1,398,985
104,966


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

	
	31-Aug-11
	31-Aug-10
	
	31-Aug-11
	31-Aug-10

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

	SWS
	14,299,563
	19,251,550
	
	52,267,342
	77,298,496

	PKI
	4,040,061
	2,907,005
	
	14,459,686
	10,730,980

	UDP & UDW
	3,892,344
	4,714,128
	
	12,193,250
	18,428,060

	UDT
	1,603,387
	6,104,777
	
	9,673,080
	31,934,981

	Others
	(398,264)
	290,497
	
	492,913
	6,524,131

	Total
	23,437,091
	33,267,957
	
	89,086,271
	144,916,648

	
	
	
	
	
	

	Profit / (Loss)
	Individual quarter
	
	Cumulative quarter

	before taxation
	31-Aug-11
	31-Aug-10
	
	31-Aug-11
	31-Aug-10

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

	SWS
	1,009,289
	(545,467)
	
	1,417,006
	2,366,332

	PKI
	(447,879)
	73,621
	
	252,799
	(480,573)

	UDP & UDW
	(282,060)
	(565,883)
	
	(660,551)
	(929,211)

	UDT
	(220,470)
	514,370
	
	654,328
	(2,529,226)

	Others
	(293,254)
	(838,376)
	
	(759,705)
	(1,559,574)

	Total
	(234,374)
	(1,361,735)
	
	903,877
	(3,132,252)


The Group’s revenue of RM23.4 mil for the fourth quarter ended 31 August 2011 (Q4 2011) was lower than the revenue in the previous corresponding fourth quarter ended 31 August 2010 (Q4 2010) of RM33.2 mil. The decrease of 30% in turnover was mainly due to lower sales volume which caused by the demand of leather upholstery sofa from overseas and the temporally closed down of 3 trading branches. The loss before tax for Q4 2011 decreased substantially to RM0.23 mil as compared to RM1.36 mil recorded in the Q4 2010. This was mainly attributed by the improved factory efficiency and better cost management. In fact, the subsidiary PKI should has better profit in Q4 2011 as the loss before taxation of RM0.45 mil has included the provision of impairment loss which amounted to RM0.95 mil as the result of the disposal of freehold industrial land and building on Q1 2012. 
B2.
MATERIAL CHANGE IN PROFIT BEFORE TAXATION
	Profit / (Loss)
	                    Individual quarter
	 
	 

	before taxation
	31-Aug-11
	31-May-11
	
	Changes

	Subsidiaries
	(RM)
	(RM)
	 
	(RM)

	SWS
	1,009,289
	293,441
	
	715,848

	PKI
	(447,879)
	197,969
	
	(645,848)

	UDP & UDW
	(282,060)
	22,022
	
	(304,082)

	UDT
	(220,470)
	374,635
	
	(595,105)

	Others
	(293,254)
	(53,313)
	
	(239,941)

	Total
	(234,374)
	834,754
	 
	(1,069,128)


The Group’s loss before taxation stood at RM0.23 mil for the quarter under review compared to RM0.83 mil profit registered in the preceding quarter ended 31 May 2011. The loss of PKI amounted to RM0.45 mil is mainly due to the provision of impairment loss as the result of the disposal of freehold industrial land and building. Meanwhile, UDT also faced loss for RM0.22 mil in the quarter under review compared to RM0.37 mil profit registered in the preceding quarter. This is mainly caused by the drop of revenue which affected by the fluctuating of price for nails in market.
B3.
PROSPECT FOR THE CURRENT FINANCIAL YEAR
This is a challenging period, as the Group is facing increases in its raw materials costs and adverse foreign exchange movements. The Group is continuing with the effort to develop new products, new design for existing products, derive better cost efficiencies and effective cost management across all functions. The improvement was attributable to the cost containment measures like reduction in material wastage, lowering the rejection rate and promoting increased efficiency throughout the Group. We continued to stay focus on our strategy of introducing value-based products that cement our differentiation in the marketplace. Barring unforeseen circumstances, the Board believes that the Group would continue to be profitable in the current financial year ending 31 August 2011.
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

	51,256
	
	51,695

	Deferred taxation 
	179,233
	
	179,233

	Taxation
	230,489
	
	230,928


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 29 August 2011, its wholly-owned subsidiary, U.D Panelform Sdn Bhd has entered into a Sale and Purchase Agreement to dispose of a parcel of leasehold industrial land with single storey detached warehouse cum double storey office building with a carrying value of approximately RM1,239,805 for a sale consideration of approximately RM2,000,000. Gain from the disposal amounted to RM760,195 will be captured in YE2012.
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 31 August 2011 are as follow:

	
	
	
	RM

	Secured Short Term Borrowings
	
	
	26,182,710

	Secured Long Term Borrowings
	
	
	3,442,832

	Total Borrowings
	
	
	29,625,542

	
	
	
	


B10. 
FINANCIAL INSTRUMENTS - DERIVATIVES
As at 31 August 2011, 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 1 year
	5,331,260
	5,282,490
	48,770


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.
REALISED AND UNREALISED PROGITS/(LOSS)
Bursa Malaysia Securities Berhad (“Bursa Malaysia”) has, on 25 March 2010 and 20 December 2010, issued directives requiring all listed corporations to disclose the breakdown of retained profits or accumulated losses into realised and unrealised in quarterly reports and annual audited financial statement.

The breakdown of retained profits of the Group as at the reporting date, into realised and unrealised losses is as follows:

	
	As at 31 August 2011

(RM)
	As at 31 May 2011

(RM)

	Total accumulated losses of the UDS Capital Berhad and its subsidiaries:
	
	

	            -  Realised
	            (21,526,139)
	            (21,480,468)

	            -  Unrealised
	                   111,262 
	                     90,736 

	Total group accumulated losses as per consolidated accounts
	(21,637,401)
	(21,389,732)


The determination of realised and unrealised profits is made based on the Guidance on Special Matter No. 1, determination of Realised and Unrealised Profits or Losses in the Contest of Disclosures Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, issued by the Malaysian Institute of Accountants on 20 December 2010. 

B14.     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)
(214,992)
585,985

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


Basic earnings per share 
(sen)
(0.17)
0.46

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.

B15.
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
28 October 2011
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