Matsushita Electric Company (Malaysia) Berhad (6100-K)

(Incorporated in Malaysia)
Notes to the Interim Financial Report for the Quarter Ended 30 June 2005  

Note  1. Accounting Policies and Basis of Preparation
This interim financial report is unaudited and has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad. The interim financial report should be read in conjunction with the Company’s audited statutory financial statements for the financial year ended 31 March 2005.
 The accounting policies and methods of computation adopted for the interim financial statements are consistent with the annual audited financial statements of the Company for the  year ended 31 March 2005. 







Note  2. Disclosure of Audit Report Qualification

The audit report of the Company’s annual financial statements for the financial year ended 31 March 2005 was not qualified. 

Note  3. Seasonality or Cyclicality of Interim Operations

The Company’s business operations were not materially affected by any seasonal or cyclical factors since the last balance sheet date.
The Company’s products are generally dependent on consumer demand both in the domestic and global market.
Note  4. Exceptional or Unusual item

Other than disclosed below, there were no items affecting assets, liabilities, equity, net income or cash flows that were exceptional or unusual because of their nature, size or incidence since last balance sheet.

On 23 February 2005, the Directors had approved and announced the discontinuation of the manufacture and sale of washing machines and refrigerators of Bangi Plant (“the Businesses”) with effect from 1 October 2005. 
In addition, consequent to this decision, the Board had approved the implementation of a termination of services which will affect approximately 330 employees, comprising all management staff and general workers of Bangi Plant.

The results attributable to the discontinuing operations were as follows:




Quarter

Year




Ended

Ended




30/06/05

31/03/05




(RM'000)

(RM'000)








Revenue
46,966

190,929

Expenses
(50,169)

(250,790)

Loss before tax
(3,203)

(59,861)









The assets and liabilities attributable to the discontinuing operations were as follows:





As at

As at





30/06/05

31/03/05





(RM'000)

(RM'000)









Property, plant and equipment


20,072 

24,553

Inventories



16,181 

10,537 

Receivables



11,987 

9,680 

Total assets



48,240 

44,770 









Payables



49,220 

61,111 

Total liabilities



49,220 

61,111 

Net liabilities


(980)

(16,341)



The cash flows attributable to the discontinuing operations were as follows:



Quarter

Year



Ended

Ended



30/06/05

31/03/05



(RM'000)

(RM'000)







Operating activities
(17,401)

(20,649)

Investing activities
16 

355

Total cash flows
(17,385)

(20,294)

Note  5. Changes in Estimates of Amounts Reported in Prior Interim Periods for the Current Financial Year or in Prior Financial Years

There were no major changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in the prior financial year, which give a material effect in the current interim period.


Note  6. Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and Equity Securities

There were no issuances and repayment of debt securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares since the last balance sheet date.
Note  7. Dividend Paid 

There was no dividend paid in the current quarter ended 30 June 2005.

Note  8. Segmental Reporting

There is no segmental reporting as the Company is principally involved in the manufacture and sales of electrical home appliances, batteries and related components in one industry segment and operates wholly in Malaysia.

Note  9. Valuation of Property, Plant and Equipment

There were no valuation of property, plant and equipment 
for the period under review.
Note  10. Significant Post Balance Sheet Events

T
here has not arisen in the interval between 30 June 2005 and the date of this announcement, any item, transaction or event of a material or unusual nature in the opinion of the Directors, likely to affect substantially the result of the operations of the Company for the quarter ended 31 March 2005 in respect of which this announcement is made. 
   

Note  11. Contingent Liabilities or Contingent Assets
There were no contingent liabilities or contingent assets since the last financial year ended 31 March 2005.
Note  12. Deposits

As at 
 As at

30/06/05
 31/03/05


 (RM’000)
 (RM’000)



Deposits with a licensed bank                                               749
             894

Placement of funds with a  related company

  556,266
 541,869








  557,015
 542,763

        

Note  13. Interest in Associated Company
As at 
 As at

30/06/05
 31/03/05


(RM'000)
(RM'000)
Unquoted shares at cost

     2,000
 2,000
The Company holds a 40% (2005: 40%) equity interest in its associated company, Panasonic Malaysia Sdn. Bhd., a company incorporated in Malaysia. The principal activities of the associated company consist of the sales of consumer electronic products, home appliances, batteries, office automation, project systems and room air-conditioners under the brand name Panasonic.
Note 13. Interest in Associated Company [Cont’d]

Had equity accounting been adopted for this associated company, the income statement of the Company and carrying value of investment in associated company in the balance sheet would be as follows:


(i) Income statement


Quarter

Ended             30/06/05

(RM’000)



Year Ended             31/03/05

(RM’000)

Profit/(Loss) from operations of the Company
5,837

(42,657)

Less: Dividend income from associated company
-

( 3,185)


5,837

(45,842)

Share of profit of the associated company
2,011

    3,400

Profit/(Loss) from operations
7,848

(42,442)

Taxation:


   -   Company


(459)

(38,675)

-   associated company


(563)

    (1,011)

Profit/(Loss) after taxation


6,826

   (2,756) 

(ii)  Balance sheet
As at
30/06/05

(RM’000)

As at
31/03/05

(RM’000)



Interest in associated company






Investment at cost
2,000

2,000

Share of post acquisition distributable and 

    non-distributable reserves


107,189

105,741


109,189

107,741






Represented by:






Share of net assets

109,189

107,741

Goodwill on acquisition
-

-


109,189

107,741

 
Disclosure Requirements Pursuant to Part A, Appendix 9B of Malaysia Securities Exchange Berhad Listing Requirements

Note 14. Review of Performance

The Company’s revenue for the 1st quarter ended 30 June 2005 of RM183.7 million decreased by 4.4% or RM8.4 million compared with the revenue of RM192.1 million registered in the previous year corresponding quarter. This was mainly due to the continuing tough market condition and severe price competition.

For the current quarter under review, the Company registered a profit before taxation of RM5.8 million. This was RM7.8 million or 57% lower than the profit before taxation and extraordinary item of RM13.6 million registered in the previous year corresponding quarter. 
However, compared with the previous corresponding quarter loss before tax but after extraordinary item of RM16.1 million, the current quarter profit was RM21.9 million better, due to payment for VSS of RM29.7 million which was completed in May 2004. 

Note 15. Material Changes in Quarterly Results Compared to Preceding Quarter


1st Quarter Ended 30/06/05
(RM’000)

4th Quarter Ended 31/03/05

(RM’000)

Sales
183,744
         153,999

Profit before taxation and extraordinary item 
5,837
9,755

Dividend Received
-
            1,274

Provision for restructuring expenses
-
         (27,650)

Provision for impairment of property, plant and equipment arising from restructuring
-
(16,108)

Rework expenses
-
           (17,765)

Profit/(Loss) before taxation 
5,837
          (50,494)

Profit margin
3.18%
             -32.8%

For the current quarter under review, the Company’s revenue of RM183.7 million increased by 19.3% or RM29.7 million over the revenue of RM154.0 million registered in the preceding quarter ended 31 March 2005. The Company registered a profit before taxation of RM5.8 million for the current quarter ended 30 June 2005.  
The lower profitability for the preceding quarter ended 31 March 2005 was due to the recognition of certain provisions for expected expenditure necessarily to be incurred in relations to the discontinuation of the Businesses as earlier disclosed in Note 4. There were no dividend received in the quarter under review.

Note 16. Prospects and Outlook 

Consumer demand for electrical home appliances continue to be competitive amidst keen market competitions and severe price erosion. Increase in raw material prices is also expected to affect direct material cost and profit margin.

As earlier disclosed in Note 4, the Board is of the view that with the implementation of the discontinuation of the Businesses as a cost rationalization measure, the Company is able to concentrate on other existing profitable product lines in the two manufacturing plants located in Shah Alam.

The Board is confident that with efforts to accelerate sales and strengthening of management structure, coupled with the implementation of various cost countermeasures, the Company shall be in a stronger and more competitive position to improve its profitability and operational efficiency and maximize shareholders’ returns.



Note 17. Profit Forecast

The Company did not issue any profit forecasts or profit guarantee for the period under review.
Note 18. Taxation


Current

Quarter Ended 

30/06/05 

(RM'000)

Preceding

Quarter Ended  

30/06/04

(RM'000)
Cumulative
Quarter

Ended
30/06/05
(RM'000)
Preceding

Year 

Ended 

31/03/05 

(RM'000)

Tax charge:





Current
(1,444)
-
(1,444)
(5,300)

Over accrual in prior years
-
-
-
22,383

Deferred Tax 
     985
(100)
     985
20,700


   (459)
(100)
   (459)
37,783   



The effective tax rate for the periods presented above was lower than the statutory income tax rate due to tax incentives available during the financial year.
Note 19. Profit on Sales of Unquoted Investments and/or Properties

There were no sales of unquoted investment or properties for the current quarter under review.

Note 20. Purchase/Disposal of Quoted Securities

There were no purchases or disposal of quoted securities for the current quarter under review. 
Note 21. 


Note 22. 



















(b) 
(c) 
(d) 
(e) 
Note 23. 



Note 24. 

Note 25. 











· 

Note 26. 

Note 27. 

Note 28. Corporate Proposals
There were no corporate proposals announced but not completed as at the date of the issuance of this interim financial report.

Note 29. Borrowings and Debt Securities

As at the end of the current quarter under review, the Company has neither long term nor short-term borrowings.
Note 30. Off Balance Sheet Financial Instruments

Foreign Currency Contracts


Forward foreign exchange contracts are entered into by the Company in currencies other than Ringgit Malaysia to manage the exposure to fluctuations in foreign currency exchange rates on specific transactions. In general, the Company’s policy is to enter into forward foreign exchange contracts between 60% - 80% of such foreign currency receipts and payments anticipated for the following three months.


As at 23 August 2005, the settlement dates on open forward contracts ranged between one and three months. The foreign currency amounts to be received/paid and contractual exchange rates of the Company’s outstanding contracts are as follows:
Hedged items:

Currency
Foreign Currency

Contract Amount
Equivalent Amount in RM’000
Contractual      Rates

(Net receivables)

USD
1,500,000
5,685
I USD = RM 3.790

(Net future sales of goods over the next 3 months)

USD
5,400,000
20,466
1 USD = RM3.790

(Net payables)

Euro
26,717
130
1 Euro = RM 4.850

Yen
42,000,000
1,506
100 Yen = RM 3.585

S$
193,325
447
1 S$ = RM 2.310

(Net future purchases over the next 3 months)

Euro
81,000
393
1 Euro = RM4.850

Yen
52,000,000
1,864
100 Yen = RM3.585

S$
460,000
1,063
1 S$ = RM2.310

Note 23. Off Balance Sheet Financial Instruments [Cont’d]



As foreign currency contracts are entered into to hedge the Company’s sales and purchases in foreign currencies, the contract rates will be used to convert the foreign currency amounts to Ringgit Malaysia. This method of hedging mitigated the Company from currency risks such that the underlying liabilities and assets are preserved.
The settlement dates of the above open forward contracts ranged between 1 to 3 months.

Exchange gains and losses arising on contracts entered into as hedges of forecast transactions are deferred until the date of the transactions. All exchange gains and losses relating to hedged instruments are recognized in the income statement in the same period as the exchange differences on the underlying hedged items. 

Credit Risk

Credit Risk is the potential loss of revenue as a result of default in payments by its customers upon due date.
The Company controls its credit risk by exercising strict monitoring procedures on its collections from all its customers as they fall due. Credit evaluation is performed on all customers and strictly limiting the Company’s association to business partners with high credit worthiness. Trade receivables are monitored on an ongoing basis.

Note 31. Material Litigation

There were no material litigations pending on the date of this announcement.
Note 32. Dividends

(a) No interim dividends have been proposed or declared for the current quarter ended 30 June 2005.

(b) The Board of Directors had on 18 May 2005 proposed a final and a special dividend in respect of the financial year ended 31 March 2005 for the approval of shareholders at the forthcoming Annual General Meeting:
(i) The final dividend for the financial year ended 31 March 2005 amounted to 35 sen per ordinary share of RM1.00, less 28% income tax; and 
(ii) The special dividend for the financial year ended 31 March 2005 amounted to 150 sen per ordinary share of RM1.00, less 28% income tax.
(iii) The final and special dividends are payable on 20 September 2005.

(iv) Entitlement to the dividends:
       A Depositor shall qualify for entitlement to the dividend only in respect of:

· Shares deposited into the Depositors’ Securities Account before 12.30p.m. on 8 September 2005 in respect of securities exempt from mandatory deposit;

· Shares transferred to the Depositor’s Securities Account before 4.00p.m. on 12 September 2005 in respect of ordinary transfers; and 

· Shares bought on the Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of the Bursa Malaysia Securities Berhad.

(v) The final and special dividends paid for the previous financial year ended 31 March 2004 was amounted to 45 sen per ordinary share of RM 1.00, less 28% income tax.



Note 33. Earnings per share


Basic earnings/(loss) per share is calculated by dividing the net profit/(loss) attributable to the shareholders by weighted average number of ordinary shares in issue as at 30 June 2005 of 60,745,780 shares. 
(a)   Basic earnings/(loss) per share 

Quarter Ended 

30/06/05



Year Ended 

31/03/05



Net profit/(loss) for the year (RM’000)

(after taxation)


5,378
(4,874)

Weighted average number of ordinary shares in issue (’000)


60,746
60,746

Basic earnings/(loss) per 
share (sen)
8.85
(8.02)


(b)  Summary of Earnings Per Share


Basic (Sen)
Diluted (Sen)

Quarter 1
8.85
-

Year To Date
8.85
-

Note 34. Commitments For Capital Expenditure


As at 30/06/05
(RM’000)


As at 

31/03/05

(RM’000)


Contracted
2,196

1,667


Not contracted
481

  1,093



2,677

     2,760


Analysed as follows:
-

Property, plant and equipment
2,677

2,760


                                                
                        



                                               
BY ORDER OF THE BOARD

CHU KUM YOON
SOH BENG KUAN
PANG CHIA TYNG
Company Secretaries
24 August 2005
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