JERASIA CAPITAL BERHAD (503248-A)

Notes To The Quarterly Report On The Consolidated Results For

The Second Quarter Ended 30 June 2006

1.
Basis of Preparation & Accounting Policies
The interim financial report is unaudited and has been prepared in compliance with Interim Financial Reporting Standard (“FRS”) 134, Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2005. These 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 financial year ended 31 December 2005.

2.
Change of Accounting Policies
The significant accounting policies adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2005 except for the changes required due to the adoption of the following new and revised Financial Reporting Standards (“FRS”) that are effective for financial period beginning 1 January 2006:-

FRS 3
Business Combinations 

FRS 5 
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements 

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment 

FRS 121
The Effects of Change in Foreign Exchange Rates 

FRS 127
Consolidated and Separate Financial Statements

FRS 133
Earnings Per Share 

FRS 136
Impairment of Assets

FRS 138
Intangible Assets 

The adoption of FRS 5, 101, 102, 108, 116, 121, 127 and 133 are consistent with current practices and does not have significant impact on the Group.  The effects of the changes in accounting policies resulting from the adoption of the new/revised FRSs are stated below:-

a) FRS 3 : Business Combinations has resulted in consequential amendments to two other accounting standards, FRS 136: Impairment of Assets and FRS 138: Intangible Assets 

2.
Change of Accounting Policies (Con’t)
FRS 3 requires goodwill acquired in a business combination to be measured at cost and subject to impairment and prohibits the amortization of goodwill. Under FRS 136 “Impairment of Assets”, periodic impairment review is required if there are indications that goodwill might be impaired. Goodwill is now tested for impairment annually or more frequently if events of changes in circumstances indicate that it might be impaired. Any impairment loss is recognized in the income statement and subsequent reversal is not allowed. 

As goodwill has not been amortized previously, adoption has no impact.

The new FRS 138 requires that the useful lives of intangible assets other than goodwill be assessed at the individual asset level as having either a finite or indefinite life.  Some of the intangible assets are regarded to have an indefinite useful life when, based on an analysis of all of the relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate net cash inflows for the Group. Intangible assets with indefinite useful lives are not amortized but instead, are tested for impairment annually. In accordance with the transitional provisions of FRS 138, any change in the useful life assessment from finite to indefinite is made on a prospective basis.

b) FRS 101 :  Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interests, and other disclosures.  In the consolidated balance sheet, minority interests are now presented within total equity.  In the consolidated income statement, minority interests are presented as an allocation of the net profit or loss for the period.  A similar requirement is also applicable to the statement of changes in equity.  FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest. 

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with comparatives restated to conform with the current period’s presentation. 

3.
Comparative
The following comparative figure has been restated due to the adoption of the revised FRS No. 101 :-

	Balance Sheet As at 31 December 2005
	Previously stated
	Restated

	Trade and other receivables

Long term deposit
	RM42,165

-
	RM38,647

  RM  3,518


4.
Preceding Year’s Audited Annual Accounts

The audited accounts of the Group for the preceding year ended 31 December 2005 were not qualified.

5.
Seasonal and Cyclical Factors

The Group’s principal business operations were not significantly affected by seasonal or cyclical factors.

6.
Unusual Material Event
There was no unusual material event during the current quarter.

7.
Accounting Estimates
There were no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the current interim period under review.

8.
Issuance and repayment of debt and equity securities
There were no issuance and repayment of debt and equity securities, share buy back, share cancellation, shares held as treasury shares or resale of treasury shares in the current interim period under review.

9.
Dividend
During the Sixth Annual General Meeting on 7th June 2006, the Shareholders approved a final dividend of 3% tax exempt amounting to RM2,461,383 for the financial year ended 31 December 2005.  This dividend was paid on 19th July 2006, with the entitlement date fixed on  28th June 2006.

10.
Segmental Reporting
The analysis of the Group by activity for the current financial year-to-date is as follows: -

Business Segments
Garment 
Haulage
Group


Manufacturing,
Services
Total


Export & retail


RM ‘000
RM’000
RM’000

Revenue
129,050
205
129,255

Profit before tax
2,890
52
2,942

Total Assets Employed
117,540
206
117,746

10.
Segmental Reporting (Con‘t)
Geographical Segments

Outside
Group


Malaysia
Malaysia
Total


RM ‘000
 RM ‘000
RM ‘000

Revenue from external customers
56,009
73,246
129,255

by location of customers

Segment assets by location of assets
99,029
18,717
117,746

Capital expenditure by location of assets
3,257
518
3,775
11.
Property, plant and equipment

The valuations of property, plant and equipment have been brought forward, without amendments from the previous audited annual financial statements.

12.
Subsequent events

There are no material events subsequent to the end of the current quarter, which has not been reflected in the financial statements for the current period.

13.
Effect of changes in the composition of the Group
On 28th February 2006, the Company announced that HA Options & Financial Futures Sdn Bhd, a 55.5% owed subsidiary of Jerasia Capital Berhad (JCB), had commenced Members’ Voluntary Winding-up.  The process is currently on going.   The aforesaid liquidation will not have any material financial or operational impact on JCB and the Group in the current year.

There have been no other changes in the composition of the Group during the quarter under review including business composition, acquisition or disposal of any subsidiaries or long term investments, restructuring or discontinued operations.

14.
Change in contingent liabilities/ assets



Audited


Quarter Ended
Financial Year Ended


30/06/2006
31/12/2005


RM ‘000
RM ‘000

 Corporate guarantee given to banks to secure

 banking facilities granted to subsidiaries
99,560
99,560


======
======

There were no contingent assets since the end of the last audited annual Balance Sheet date.

15.
Review of performance of the Company and its Principal Subsidiaries
Export manufacturing sector recorded a 15.2% drop or RM5.9 million to RM33.2 million in turnover as compared to the corresponding quarter of last year.  The decrease is mainly due to weaker overseas demand as well as lower foreign exchange translation effect arising from the de-pegging of the ringgit.

The retail sector turnover improved by 30.5% or RM7.0 million to RM29.7 million as compared to the corresponding quarter of last year.  This is mainly due to improved performance by existing outlets and additional contribution due to the opening of new boutiques for international labels and additional retail counters for the domestic labels at major shopping malls and departmental stores throughout the country.

The Group’s total revenue for the current quarter increased by 1.6% to RM63.0 million as compared to the corresponding quarter of last year.

16.
Material Changes in Profit Before Tax Compared to Preceding Quarter

Profit before tax for in second quarter declined marginally by 2.2% to RM1.5 million as compared to the preceding quarter.  This is mainly due to lower margins in the domestic retail sector.

17.
Current year prospects

Barring any unforeseen circumstances, the Group is poised to continue its positive performance for the current year.
18.
Profit Forecast or Guarantee

Not applicable.

19.
Taxation
The breakdown of taxation is as follows :-

	
	Current Quarter
	
	Year-to-date

	
	RM ‘000
	
	RM ‘000

	Current year taxation
	379
	
	726

	Prior year’s adjustment
	-
	
	-

	Deferred Tax
	-
	
	-

	
	379
	
	726


The effective tax rate of the group is lower than the statutory tax rate of 28% principally due to the combined effect of the availability of tax losses brought forward and the tax exempt status of the foreign subsidiary.

20.
Unquoted investments and properties

There was no sale of unquoted investment and/or property for the current quarter.

21.
Quoted securities

There were no purchases or disposal of quoted securities for the current quarter.

22.
Status of Corporate Proposals announced and not completed

(i) Proposed Special Bumiputra Issue (“SBI”)

The Ministry of International Trade and Industry (MITI) as well as the Securities Commission (SC) have both approved an extension of time to 30 June 2007 to comply with the Bumiputra equity condition.  

(ii) Share Buy-Back

At the Sixth Annual General Meeting held on 7 June 2006, shareholders approved the renewal of Share Buy-Back mandate.  Todate, the Company has not effected any Share Buy Back transactions.

23.
Group Borrowings and Debt Securities

The Group’s borrowings as at the end of the current quarter comprise :-


RM ‘000

Unsecured Borrowings (Short Term)
24,357

There were no debt securities issued.

24.
Significant Related Party Transaction
There is no significant related party transaction for the quarter under review.

25.
Financial Instruments With Off Balance Sheet Risks

There are no financial instruments with off balance sheet risks.

26.
Pending Material Litigation

There is no pending material litigation.

27.
Earnings per share

The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM1,076,541 and the weighted average number of ordinary shares outstanding  of 82,046,114 during the quarter.

