MASTER-PACK GROUP BERHAD (297020-W)

QUARTERLY REPORT FOR THE PERIOD ENDED 31 DECEMBER 2010
Notes to the Interim Financial Statements: -             

A. Explanatory Notes to the Interim Financial Statements as required by FRS134

A1.
Basis of preparation

The interim financial statements of the Group for the quarter ended 31 December 2010 are unaudited and have been prepared in accordance with the requirements of FRS134: Interim Financial Reporting.

The interim financial statements should be read in conjunction with the audited financial statements of Master-Pack Group Berhad (“the Group”) for the year ended 31 December 2009. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions so as to give a true and fair view of the state of affairs of the Group as of 31 December 2010 and of its results and cash flows for the period ended on that date.

A2.
Annual Audit Report

The auditors’ report on the financial statements for the year ended 31 December 2009 was not qualified.

A3.
Changes in Accounting Policies and Method of Computation
The significant accounting policies and methods of computation adopted by the Group in the interim financial statements are consistent with those of the audited financial statements for the year ended 31 December 2009.

a) Adoption of New and Revised FRSs and IC Interpretations
In the current period ended 31 December 2010, the Group adopted the following new and revised FRSs, IC Interpretations and Amendments to FRSs and IC Interpretations which are applicable to its financial statements:-
Amendments to FRS 1

First-time Adoption of Financial Reporting

Amendments to FRS 2

Share-based Payments – Vesting Conditions and Cancellation
Amendments to FRS 117

Leases

Amendments to FRS 127
Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

Amendments to FRS 132
Financial Instruments: Presentation 
Amendments to FRS 139

Financial Instruments: Recognition and Measurement
FRS 4



Insurance Contracts

FRS 7



Financial Instruments: Disclosures

FRS 8



Operating Segments
FRS 101 (revised) 

Presentation of Financial Statements
FRS 123



Borrowing Costs
FRS 139 


Financial Instruments: Recognition and Measurement
IC Interpretation 9

Reassessment of Embedded Derivatives

IC Interpretation 10

Interim Financial Reporting and Impairment
IC Interpretation 11, FRS 2
Group and Treasury Shares Transactions
IC Interpretation 13

Customers Loyalty Programmes

IC Interpretation 14, FRS 119
The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction



Amendments to FRSs contained in the document entitled “Improvements to FRSs” (2009)
The adoption above mentioned FRS, Amendments to FRS and Interpretations do not have any material effect on the financial statements of the Group except for the adoption of the following standards:-

FRS 101 : Presentation of Financial Statements
The Consolidated Statement of Changes in Equity will reflect details of transactions owners and non-owners. All non-owner changes in equity are presented as a single line labeled as total comprehensive income. Comparative information has been re-presented so that it is also in conformity with the revised standard. This standard only affects the presentation and disclosures aspects and has no impact on the financial position and results of the Group. 
Amendment to FRS 117: Leases

The amendment clarifies the classification of lease of land and requires entities with existing leases of land and buildings to reassess the classification of land as finance or operating lease. Leasehold land which is in substance a finance lease will be reclassified to Property, Plant and Equipment. The adoption of this amendment will result in a change in accounting policy which will be applied retrospectively in accordance with the transitional provisions.   

The following comparatives figures have been restated following the adoption of the amendment to FRS 117:- 

	Consolidated Statement of Financial Position (Extract)
	As previously
reported
RM’000
	Effects of adopting
Amendments to

FRS 117
RM’000


	As Restated

RM’000

	
	
	
	

	As at 1 January 2009
	
	
	

	Property, Plant & Equipment
	27,384
	3,511
	30,895

	Prepaid  Lease Payment
	3,511
	(3,511)
	-

	
	
	
	

	As at 31 December 2009
	
	
	

	Property, plant and equipment
	26,915
	4,800
	31,715

	Prepaid lease payments
	3,377
	(3,377)
	-

	Deferred tax liabilities
	2,801
	356
	3,157

	Revaluation surplus
	2,097
	1,066
	3,163

	
	
	
	

	Consolidated Statement of Comprehensive (Extract)
	
	
	

	
	
	
	

	For the financial year ended 31 December 2009
	
	
	

	Other comprehensive income:-
	
	
	

	Revaluation increase of property, plant and equipment:-
	
	
	

	· Gross revaluation increase
	2,264
	1,422
	3,686

	· Deferred tax effects thereof
	(566)
	(356)
	(922)


FRS 139: Financial Instruments: Recognition and measurement
Prior to the adoption of FRS 139, other investments in equity, other than investments in subsidiaries and associate were stated at cost less impairment losses or at the lower of cost and market value. Under FRS 139, quoted investment other than investment in subsidiary and associate are measured at fair value initially and subsequently with unrealized gains and losses recognized as other comprehensive income in the Fair Value Reserve until the investment is derecognized or impaired.
The adoption of FRS 139 did not result in any adjustment made to any opening balance as at 1 January 2010. 
A4.
Seasonality or cyclicality of operations
The Group’s performance is not significantly affected by any seasonal or cyclical factor for the financial year under review. 

A5.
Unusual items due to their nature, size or incidence

There were no unusual items affecting assets, liabilities, equity, net income or cash flows because of their nature, size, or incidence for the financial period under review.
A6.
Changes in estimates
There were no material changes in the estimates for the financial period under review.
A7.
Issuance, cancellations, repurchases, resales and repayment of debt and equity securities

There were no issuance and repayment of debts and equity securities, and resale as of treasury shares. 

Shares bought back during the financial period were as follows:

	
	
	Number of shares

	  Balance of treasury shares as at 1.1.2010
	
	        434,400


Shares bought back during the period


          
          200









               -------------

	Balance of treasury shares as at 31.12.2010
	
	   434,600

       ========




As at 31 December 2010, all the above ordinary shares bought back are held as treasury shares in accordance with the requirements of Section 67A of the Companies Act, 1965. The price paid for the shares is RM0.42 per share.

As per announcement on 23 April 2010, the Board has decided not to renew the authority given to the Company to repurchase its own shares.
A8.
Dividend
During the financial year ended 31 December 2010, the Company paid an interim dividend of 1%  less income tax of 25% amounting to RM372,144 on 13 December 2010.
A9.       
Segmental information

Please see B1 for segmental reporting.

A10.
Valuations of property, plant and equipment 

There has been no revaluation of property, plant and equipment for the financial period under review.

A11.
Valuations of investment properties 
The value of investment properties are based upon a valuation exercise carried out by an independent firm of professional valuers. The valuations were arrived at by reference to market evidence of transaction prices for similar properties. This was in line with our policy upon adoption of FRS 140, that investment properties stated at fair value and are revalued at regular intervals. 

A12.
Material post balance sheet events
There was no material event subsequent to the balance sheet date that has not been reflected in these financial statements.

A13.
Changes in the composition of the Group


On 30 November 2010, the Company through its own wholly-owned subsidiary Tung Hai Fishing Sdn. Bhd. disposed off its entire equity interest in Master-Pack Diversity Sdn. Bhd. comprising of 2 ordinary shares of RM1 each for a total cash consideration of RM2. Please see announcement on 30 November 2010 for further details.

Except for the above disposal of subsidiary, there was no business combination, long term investments and restructuring or discontinuing operations during the current financial period.

A14.
Changes in contingent liabilities or contingent assets


There has been no liability that the Group is contingently liable to since the last annual balance sheet date.

B. Additional information required by the listing requirements of Bursa Malaysia Securities Berhad

	B1
	Performance review of the Group
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	Current
	
	Corresponding
	
	Current
	
	Corresponding

	
	
	
	
	Quarter
	
	Quarter
	
	year to date
	
	year to date

	
	
	
	
	ended
	
	ended
	
	ended
	
	Ended

	
	
	
	
	31.12.2010
	
	31.12.2009
	
	31.12.2010
	
	31.12.2009

	
	
	
	
	RM '000
	
	RM '000
	
	RM '000
	
	RM '000

	
	     Revenue
	
	
	
	
	
	
	
	

	
	
	Packaging
	
	16,278
	
	 13,580
	
	               60,223 
	
	                 51,654

	
	
	Others
	
	   1,323
	
	4,157 
	
	                 5,410
	
	                   5,575 

	
	
	
	
	17,601        
	
	17,737
	
	               65,633 
	
	                 57,229 

	
	
	Elimination
	
	(1,202)
	
	(3,880)
	
	                  (4,337)
	
	                     (4,480)

	
	
	Total
	
	        16,399
	
	13,857
	
	               61,296 
	
	                 52,749 

	
	
	
	
	
	
	
	
	
	
	

	
	     Profit before taxation
	
	
	
	
	
	

	
	
	Packaging
	
	2,027
	
	2,527
	
	                    6,878 
	
	                  6,038

	
	
	Others
	
	(1,134)
	
	(453)
	
	                  (1,380)
	
	                     (984)

	
	
	
	
	893  
	
	2,074
	
	                  5,498
	
	                  5,054

	
	
	Elimination
	
	-
	
	-
	
	               -
	
	                 - 

	
	
	Total
	
	893
	
	2,074
	
	                  5,498
	
	                  5,054

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	


a) The packaging division turnover continues to grow steadily mainly backed by strong support from the food and beverages and the electronic industries. Sales of East Malaysia plant also recorded its highest due to economic developments in that region.
b) The higher loss in the other division is due to allowance for doubtful debts and loss on the disposal of investment properties. These unfavourable transactions off-set the saving measures in the previous three quarters.
B2.
Comparison with immediate preceding quarter’s results

The fourth quarter showed improvements in revenue and margins for packaging division but the group registered a pre-tax profit of RM0.89 million for the quarter ended 31 December 2010 which is lower as compared to RM1.49 million in the preceding quarter for reasons stated in B1 (b) above.
B3.
Prospects 


The Board continues to expand its packaging product range as part of their strategic plans to attract new/ potential customers with the objective to further improve the Group’s performance. The Board and management shall also continue to review and analyse potential business ventures which will be profitable to the Group.  

B4.
Variance of actual profit from forecast profit and shortfall in the profit guarantee

Not applicable. 

B5.
Taxation
	The taxation for the Group comprises :
	
	
	
	 Current 
	
	Current

	
	
	
	
	
	
	
	 quarter 
	
	year to date

	
	
	
	
	
	
	
	 ended 
	
	ended

	
	
	
	
	
	
	
	31.12.2010
	
	31.12.2010

	
	
	
	
	
	
	
	RM'000
	
	RM'000

	a)

	Taxation
· Current year

· Overprovision
	
	
	
	
	
	(398)

-
	
	(1,688)

63

	b)
	Deferred tax
	
	
	
	
	
	42                       
	
	                  205 

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	                    (356)
	
	                     (1,420)

	
	
	
	
	
	
	
	
	
	


B6.
Sale of unquoted investments and/or properties


There was no significant sale of unquoted investments and/or properties for the current financial period under review.
B7.
Particulars of purchases and disposals of quoted securities


Total investment in quoted securities as at 31 December 2010 is as follows:

	
	
	
	
	
	
	
	
	RM'000

	Total investments at cost
	
	
	
	
	
	
	
	648

	Total investments at carrying value/book value
	
	
	
	
	
	308

	Total investments at market value as at 31.12.2010
	
	
	
	
	308


B8.
Status of corporate proposals announced but not yet completed


There was no corporate proposal announced but not yet completed by the Group.
B9.
Group borrowings as at 31.12.2010 (all denominated in RM’000)

	Short term borrowings 
	
	
	
	
	
	
	
	Secured

	
	Bank Overdraft 
	
	
	
	
	
	
	
	1,626

	
	Banker Acceptance
	
	
	
	
	
	
	
	4,689

	
	Long-term loan due within one year 
	
	
	
	
	
	55

	
	Short term loan
	
	
	
	
	
	
	
	2,869

	
	Hire-purchase Creditors due within one year 
	
	
	
	469

	
	
	
	
	
	
	
	
	
	9,708

	
	
	
	
	
	
	
	
	
	

	Long term borrowings due 
	Within
	
	Later than
	
	

	
	
	
	1 to 2 years
	
	2 to 5 years
	
	5 years
	
	Total

	
	
	
	
	
	
	
	
	
	

	
	Long-term Loan 
	
	2,915
	
	7,146
	
	        33   
	
	10,094

	
	Hire-purchase Creditors 
	471
	
	406
	
	        31               
	
	908

	
	
	
	3,386
	
	7,552
	
	        64     
	
	11,002

	
	
	
	
	
	
	
	
	
	



The effective interest rates of bank borrowings range from 2.65% to 10.00%. All borrowings are secured by fixed and floating charges on certain properties, plant and machinery, investment property and fixed deposits of the Group and the Company. 

B10     
Off Balance Sheet Financial Instruments 

The Group has no off balance sheet financial instruments as at 31 December 2010.

B11      
Litigation

In 2002, a few individuals filed a writ of summon against a wholly-owned subsidiary, Sin Wan Fatt Marine Products Sdn. Bhd.(SWF) as well as a third party. The plaintiffs alleged that they have interests over certain portion of a piece of land purchased by the subsidiary in 1995.
Following the court trials held in November and December 2010, the Court judgement read on 28 January 2011 decided in favour of the three Plaintiffs in respect of their claim over a certain portion of the land purchased by Sin Wan Fatt Marine Products Sdn. Bhd. The total awarded value of the plots of land to be subdivided to the Plaintiffs including the cost is immaterial. Please see announcements made on 16 and 17 February 2011 for details.
However, Sin Wan Fatt Marine Products Sdn. Bhd. had on 23 February 2011 filed an appeal against the whole of the Court’s decision.
B12.      Dividend Declared 

The Board of Directors does not declare any final dividend for the financial year ending 31 December 2010. Please see A8 for dividend paid.
B13.
Earnings per share

Basic


Basic earnings per share is calculated by dividing profit attributable to owners of the parent entity by the weighted average number of ordinary shares in issue during the period after adjusting for the treasury shares.
	
	
	
	
	
	
	
	Current
	
	Current

	
	
	
	
	
	
	
	quarter
	
	year to date

	
	
	
	
	
	
	
	ended
	
	ended

	
	
	
	
	
	
	
	31.12.2010
	
	31.12.2010

	
	
	
	
	
	
	
	
	
	

	Profit attributable to owners of the parent (RM'000)
	
	 558
	
	          4,108

	
	
	
	
	
	
	
	
	
	

	Number of ordinary shares outstanding after adjusting shares purchase
	
	49,620,350
	
	49,620,350

	
	
	
	
	
	
	
	
	
	

	Basic earnings per share (sen)
	
	
	
	
	
	1.12
	
	8.28

	
	
	
	
	
	
	
	
	
	

	Diluted
	
	
	
	
	
	N/A
	
	N/A


B14.
Cash and cash equivalents 

	
	
	
	
	
	As at
	
	As at

	
	
	
	
	
	31.12.2010
	
	31.12.2009

	
	
	
	
	
	RM'000
	
	RM'000

	Cash and Bank Balances
	
	
	
	  1,845
	
	  1,285

	Bank overdrafts
	
	
	
	(1,626)
	
	(2,133)

	
	
	
	
	
	             219
	
	  (848)


B15.
Fixed deposits



Fixed deposits are pledged to a financial institution for loan extended to the Company.

B16.
Disclosure of realised and unrealised profits and losses

Total unappropriated losses as at 31 December 2010 and 30 September 2010 is as follows:-

	
	Current Quarter ended 31.12.2010

RM’000
	Preceding Quarter ended 30.9.2010 RM’000

	Total retained losses of Master-Pack Group Berhad and its subsidiaries:
	
	

	· Realised 
	(44,093)
	(41,250)

	· Unrealised
	626
	1,785

	
	----------------------
	------------------------

	
	(43,467)
	(39,465)

	Total share of retained profits from associates
	
	

	· Realised
	118
	115

	· Unrealised
	-
	-

	
	----------------------
	------------------------

	
	(43,349)
	(39,350)

	Less : Consolidation adjustments
	36,662
	32,342

	
	----------------------
	------------------------

	Total group retained losses as Consolidated Accounts
	(6,687)
	(7,008)

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


By order of the Board

Lee Peng Loon

P’ng Chiew Keem

Secretaries

Penang

Date: 25 February 2011
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