MASTER-PACK GROUP BERHAD (297020-W)

QUARTERLY REPORT FOR THE YEAR ENDED 31 DECEMBER 2011
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 year ended 31 December 2011 are unaudited and have been prepared in accordance with the requirements of FRS134: Interim Financial Reporting and paragraph 9.22 of Bursa Listing Requirement.

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 2010. 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 2011 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 2010 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 2010.

a) Adoption of New and Revised FRSs and IC Interpretations
In the current year ended 31 December 2011, 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
Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters

Amendments to FRS 1
Additional Exemptions for First-time Adopters

Amendments to FRS 2

Share-based Payments

Amendments to FRS 2

Group Cash-settled Share-based Payment Transactions

Amendments to FRS 5

Non-current Assets Held for Sale and Discontinued Operations

Amendments to FRS 7

Improving Disclosures about Financial Instruments

Amendments to FRS 132
Financial Instruments: Presentation 
Amendments to FRS 138

Intangible Assets

Amendments to 

· IC Interpretation 9

Reassessment of Embedded Derivatives

· IC Interpretation 14

Prepayments of a Minimum Funding Requirement

Amendments to FRSs contained in the document entitled “Improvements to FRSs (2010)”

FRS 1
First-time Adoption of Financial Reporting Standards (revised in  2010)

FRS 3
Business Combinations (revised in 2010)

FRS 124
Related Party Disclosures (revised 2010)

FRS 127
Consolidated and Separate Financial Statements (revised in 2010)

IC Interpretation 4
Determining whether and Arrangement contains a Lease

IC Interpretation 12
Service Concession Arrangements

IC Interpretations 15
Agreements for the Constructions of Real Estate

IC Interpretation 16
Hedges of a Net Investment in a Foreign Operation

IC Interpretation 17
Distributions of Non-cash Assets to Owners

IC Interpretation 18
Transfers of Assets from Customers

IC Interpretation 19
Extinguishing Financial Liabilities with Equity Instruments

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

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 year under review.
A6.
Changes in estimates
There were no material changes in the estimates for the financial year under review.
A7.
Issues, repurchases, and repayment of debt and equity securities

There were no issuance and repayment of debts and equity securities, and resale as of treasury shares.
As per announcement dated 12 December 2011, the treasury shares of 434,600 units held in hand were cancelled with immediate effect upon the approval from Bursa Malaysia Securities Berhad.

A8.
Dividend
During the financial year ended 31 December 2011, the Company paid an interim dividend of 1%  less income tax of 25% amounting to RM372,144.63 on 25 November 2011.
A9.       
Segmental information
The Group has 2 reportable operating segments. The operations of the reportable segments are as follows:-

a) Packaging Division 
Designing and manufacturing corrugated paper cartons as well as providing one-stop packaging solutions.

b) Other  Division 

Trading of blended fuel oil with Maz additives, inactive companies and an investment holding company
A10.
Events after reporting period
There was no material event subsequent to the reporting period that has not been reflected in these financial statements.

A11.
Changes in the composition of the Group


There was no business combination, long term investments and restructuring or discontinuing operations during the current financial year.

A12.
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.

A13.
Recurrent Related Party Transaction


The announcement dated 18 October 2011 and 3 January 2012 are referred.


The recurrent related party transactions of revenue and trading nature transacted with Amstrong Auto Parts Sdn. Bhd. and its subsidiary during the period/year are set out below:-

	
	
	Current
	Current year

	
	
	quarter ended
	to date ended

	
	
	31.12.2011
	31.12.2011

	
	
	RM’000
	RM’000

	
	
	
	

	Sales to related partiy
	
	636
	1,069


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

	
	
	
	
	31.12.2011
	
	31.12.2010
	
	31.12.2011
	
	31.12.2010

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

	
	     Revenue
	
	
	
	
	
	
	
	

	
	
	Packaging
	
	15,364
	
	 16,278
	
	               65,652 
	
	                 60,223

	
	
	Others
	
	868   
	
	1,323 
	
	                 5,171
	
	                   5,410 

	
	
	
	
	16,232        
	
	17,601
	
	               70,823 
	
	                 65,633 

	
	
	Elimination
	
	(1,150)
	
	(1,202)
	
	                  (4,300)
	
	                     (4,337)

	
	
	Total
	
	        15,082
	
	16,399
	
	               66,523 
	
	                 61,296 

	
	
	
	
	
	
	
	
	
	
	

	
	     Profit before taxation
	
	
	
	
	
	

	
	
	Packaging
	
	461
	
	2,027
	
	                    5,325 
	
	                  6,878

	
	
	Others
	
	(3,120)
	
	(1,134)
	
	                  (1,999)
	
	                     (1,380)

	
	
	
	
	(2,659)  
	
	893
	
	                  3,326
	
	                  5,498

	
	
	Elimination
	
	     1,273
	
	-
	
	               (8)
	
	                 - 

	
	
	Total
	
	(1,386)
	
	893
	
	                  3,318
	
	                  5,498

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	


Commentary comparison of Financial Year 2011 vs. Financial Year 2010
The Group's revenue for the year ended 31 December 2011 increased RM5 million or 9.0%. The increase was mainly from the Packaging Division. However, profit for the current year decreased by a total of RM2.2 million or 39.6 % for both divisions.
a) Packaging division
The 2011 composite average selling price decreased by 10% compared against the corresponding 2010 financial year. Volume of sales increased by 11% but was not sufficient to buffer against the decrease in average selling price and the steadily increasing paper cost. The 2011 composite average paper cost increased approximately 6.4% compared to last financial year. 

The profit margin comes under pressure as prices of virgin paper pulp and cost of OCCs (Old Corrugated Cartons) around the world continues to increase due to world shortage, world climate changes and natural disasters. 

The packaging industry outlook remains positive as recyclable products are still being demanded by customers locally as well as internationally.

B1.
Performance Review of the Group (Cont’d)

4th Quarter 2011
Current quarter’s revenue decreased by 5.6% compared to the corresponding quarter last year. The major contributing factor is the decrease in both the sales volume and the selling price to its major customers. There was no shutdown for year-end festivities in 2010 for the said major customer. Profits for this quarter were slashed further as productivity was interrupted due to the upgrading of machinery and wastages were higher than normal during the machine trial runs. 

b) Other division 

The revenue in the current year comprises revenue from the trading of fuel additives and blended fuel. Correspondingly the revenue from the last financial year of 2010 consists of rental from certain investment properties which were however derecognized this year.   

The trading of blended fuel with Maz additive commenced in the 2nd quarter of this financial year and is expected to contribute positively to the group in the future. 

However, the loss for this division is affected mainly by the impairment loss provided for receivables.

4th Quarter 2011
The above paragraph, explained the factors which contribute to the current quarter’s lower revenue compared to that of the corresponding 4th quarter of 2010. The loss as reflected is mainly due to the impairments for the receivables which were reflected in the current quarter of 2011. 
B2.
Comparison with immediate preceding quarter’s results

The 4th quarter showed a decrease of RM2.8 million or 15.9 % in revenue compared to the 3rd quarter. Consequently the profit before taxation also decreased by a total of RM3 million or 185.5 %.

a) Packaging division

The current quarter’s revenue was adversely affected by the shutdown of its major customers for the festive season at the end of the year.  This resulted in a decrease in revenue of approximately RM1 million.

In addition there were quality issues and high rejection from the machine upgrading trial runs in both the west and east Malaysia plants. Wastage in the 4th quarter compared to the 3rd quarter increased by 15%. Profitability of the current quarter had been deeply affected by the high wastage but the management is confident that production will improve once the machine has been fully installed.  
b) Other division
The current quarter’s losses compared to the preceding quarter were mainly due to the derecognization of rental income and the impairment loss provided for receivables in connection with rental of certain investment properties.

B3.
Prospects 2012
The industry outlook for 2012 remains slow but positive even though Malaysia GDP for 2012 is expected to be affected by Europe and US economic slowdown. 
The core business of the group which is recyclable packaging is still very much in demand by customers. The biggest challenge for the packaging industry in 2012 is to have a consistently high sales and production volume. The world paper commodity is forecast to be volatile for the coming year.
Packaging margins are under pressure as paper commodities price trends both local and internationally will not be softening in 2012. The capital expenditure incurred last year to upgrade and overhaul the machinery is now fully commissioned. The management will be continually improving production, quality and strategizing on ways to develop the packaging market.
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

	
	
	
	
	
	
	
	31.12.2011
	
	31.12.2011

	
	
	
	
	
	
	
	RM'000
	
	RM'000

	a)

	Taxation
· Current year

· Underprovision
	
	
	
	
	
	47
(148)
	
	(1,082)

(50)

	b)
	Deferred tax
	
	
	
	
	
	(172)                       
	
	                  (284) 

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	                    (273)
	
	                     (1,416)

	
	
	
	
	
	
	
	
	
	


B6.
Status of corporate proposals announced but not yet completed


There was no corporate proposal announced but not yet completed by the Group. 

B7.
Group borrowings as at 31.12.2011 (all denominated in RM’000)

	Short term borrowings 
	
	
	
	
	
	
	
	Secured

	
	Bank Overdrafts 
	
	
	
	
	
	
	
	1,851

	
	Banker Acceptances
	
	
	
	
	
	
	
	4,289

	
	Long-term loan due within one year 
	
	
	
	
	
	2,218

	
	Short term loan
	
	
	
	
	
	
	
	1,543

	
	Hire-purchase Creditors due within one year 
	
	
	
	471

	
	
	
	
	
	
	
	
	
	10,372

	Long term borrowings due 
	Within
	
	Later than
	
	

	
	
	
	1 to 2 years
	
	2 to 5 years
	
	5 years
	
	Total

	
	
	
	
	
	
	
	
	
	

	
	Long-term Loan 
	
	2,599
	
	9,049
	
	        34   
	
	11,682

	
	Hire-purchase Creditors 
	383
	
	56
	
	          1               
	
	440

	
	
	
	2,982
	
	9,105
	
	        35     
	
	12,122


B8.      
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.
B9.         Dividend Declared 

An interim dividend of 1% less income tax of 25% amounting to RM372,144.63 was paid on 25 November 2011. The Board of Directors have not declare any final dividend for the financial year ending 31 December 2011.
B10.
(Loss)/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

	
	
	
	
	
	
	
	31.12.2011
	
	31.12.2011

	
	
	
	
	
	
	
	
	
	

	(Loss)/Profit attributable to owners of the parent (RM'000)
	
	 (1,657)
	
	          1,899

	
	
	
	
	
	
	
	
	
	

	Number of ordinary shares outstanding after adjusting shares purchase
	
	49,620,182
	
	49,620,182

	
	
	
	
	
	
	
	
	
	

	Basic (loss)/earnings per share 
	
	(sen)
	
	
	
	(3.34)
	
	3.83

	
	
	
	
	
	
	
	
	
	

	Diluted
	
	
	
	
	
	N/A
	
	N/A


B11.
Cash and cash equivalents

	
	As at
	
	As at

	
	31.12.2011
	
	31.12.2010

	
	RM’000
	
	RM’000

	
	
	
	

	Cash and bank balances
	1,340
	
	1,444

	Bank overdrafts
	(1,851)
	
	(1,224)

	
	
	
	

	
	(511)
	
	220


B12.
(Loss)/Profit Before Tax Items 
	
	Current quarter
	
	Current

	
	to date ended
	
	year to date

	
	31.12.2011
	
	31.12.2011

	
	RM’000
	
	RM’000

	
	
	
	

	Depreciation of property, plant and equipment
	607
	
	2,617

	Finance costs recognized in profit and loss
	364
	
	1,467

	Impairment loss on loans and receivables
	1,349
	
	1,503

	Interest income
	1
	
	6

	Reversal of impairment loss on loans and receivables
	305
	
	305



Items which are not disclosed as per Listing Requirement Notes 16 Appendix 9B are not applicable to the group for the current year.

B13.
Disclosure of realised and unrealised profits and losses

Total unappropriated losses as at 31 December 2011 and 31 December 2010 is as follows:-

	
	Current Year ended 31.12.2011
RM’000
	Preceding Year ended 31.12.2010 RM’000

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

	· Realised 
	(41,667)
	(44,091)

	· Unrealised
	254
	626

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

	
	(41,413)
	(43,465)

	Total share of retained profits from associates
	
	

	· Realised
	145
	118

	· Unrealised
	-
	-

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

	
	(41,268)
	(43,347)

	Less : Consolidation adjustments
	36,373
	36,661

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

	Total group retained losses as Consolidated Accounts
	(4,895)
	(6,686)

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


By order of the Board

Lee Peng Loon

P’ng Chiew Keem

Secretaries

Penang

Date: 28 February 2012
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