MASTER-PACK GROUP BERHAD (297020-W)

QUARTERLY REPORT FOR THE PERIOD ENDED 30 SEPTEMBER 2013
Notes to the Interim Financial Statements: -             

A. Explanatory Notes to the Interim Financial Statements as required by MFRS134

A1.
Basis of preparation

The interim financial statements of the Group for the period ended 30 September 2013 are unaudited and have been prepared in accordance with the requirements of MFRS134: Interim Financial Reporting and paragraph 9.22 of Bursa Listing Requirements.

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 2012. 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 30 September 2013 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 2012 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 2012.

The Group adopted the MFRS framework issued by the Malaysian Accounting Standards Board (MASB) on November 2011 for the current financial year with effect from 1 January 2012 and foresees that the transition will not have any significant impacts on the financial statements.
A4.
Seasonality or cyclicality of operations
The Group’s performance is not significantly affected by any seasonal or cyclical factor for the financial period 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.
Issues, repurchases, and repayment of debt and equity securities

There were no issuance and repayment of debts and equity securities.
A8.
Dividend
An interim dividend of 1% less income tax of 25% for the financial year ending 31 December 2013, which amounted to RM372,151.12 was paid on 26 June 2013. 


There was no dividend was paid during the current quarter.
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 Divisions 

Trading of diesel and fuel 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

On 22 July 2013, the Company made an announcement that it had submitted to Suruhanjaya Syarikat Malaysia an application to strike off Master-Pack Nutriceuticals Sdn. Bhd. from the register pursuant to Section 308 of the Companies Act,1965. The said application had been approved on 23 October 2013 and is pending the public gazetting.
Other than the above, there was no business combination, long term investments and restructuring or discontinuing operations during the current financial period. 

A12.
Changes in contingent liabilities or contingent assets


There was no liability that the Group is contingently liable to since the last annual reporting date.

A13.
Recurrent Related Party Transaction

The recurrent related party transactions of revenue and trading nature approve in accordance with the shareholders’ mandate on 27 June 2013 and transacted with the subsidiaries are set out below:-

	
	
	Current
	Current period

	
	
	quarter ended
	to date ended

	
	
	30.09.2013
	30.09.2013

	
	
	RM’000
	RM’000

	Sales transacted with Related Party
	
	
	

	a) Armstrong Auto Parts Sdn. Bhd.
	
	462
	1,477

	b) Richmond Technology Sdn. Bhd.
	
	824
	2,250

	
	
	
	


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
	
	Period to Date
	
	Period to Date

	
	
	
	
	ended
	
	ended
	
	ended
	
	Ended

	
	
	
	
	30.09.2013
	
	30.09.2012
	
	30.09.2013
	
	30.09.2012

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

	
	     Revenue
	
	
	
	
	
	
	
	

	
	
	Packaging
	
	17,513
	
	 15,531
	
	               48,994
	
	                 44,460

	
	
	Others
	
	1,471   
	
	1,426 
	
	                 4,496
	
	                   4,583 

	
	
	
	
	18,984        
	
	16,957
	
	               53,490 
	
	                 49,043 

	
	
	Elimination
	
	(1,044)
	
	(855)
	
	                  (3,066)
	
	                     (2,817)

	
	
	Total
	
	        17,940
	
	16,102
	
	               50,424 
	
	                 46,226 

	
	
	
	
	
	
	
	
	
	
	

	
	     Profit before taxation
	
	
	
	
	
	

	
	
	Packaging
	
	1,656
	
	1,257
	
	                    4,067 
	
	                  2,326

	
	
	Others
	
	(1,091) 
	
	29
	
	            58
	
	              -

	
	
	
	
	565  
	
	1,286
	
	                  4,125
	
	                  2,326

	
	
	Elimination
	
	     499
	
	(59)
	
	                (492)
	
	              (338)

	
	
	Total
	
	1,064
	
	1,227
	
	                  3,633
	
	                  1,988

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	


Commentary Comparison of 3rd  Quarter 2013 vs 3rd  Quarter 2012 

The Group’s revenue for the current quarter increased 11.41% as compared to the corresponding period last year. Profit before tax in the current quarter declined 13.37% due to increase in expenses from other division.

a) Packaging division
The third quarter’s revenue and profit before tax increased 12.76% and 31.74% respectively as compared to the corresponding period last year. Compared to last year, higher sales were recorded in the food & beverage, solar and electronic industry sectors. The better margins were due to higher production efficiency.

b) Other divisions 

The current quarter’s revenue increased by 3.16% and a loss of RM1,091 thousand compared to a slight profit before taxation of RM29 thousand in the corresponding period last year.  The loss was mainly due to the sponsorship of the Malaysian Motorcycle Club Prix 2013 to promote the Maz products.   

B2.
Comparison with immediate preceding quarter’s results

The group achieved a higher turnover of 2.91% and lower profit before tax of 42.23% compared to the preceding quarter. 

a) Packaging division

The current quarter’s packaging revenue and profit before tax improved by 3.4% and 9.67% respectively compared to the preceding quarter. Compared to the preceding quarter, the packaging division continued to improve its financial results with higher sales volume and improved cost efficiency. 

b) Other divisions
Compared to the preceding quarter, the decline in current quarter’s financial results were due to higher expenses as explained in B1(b) above.

B3.
Prospects 2013
The Malaysian economy is forecasted to remain resilient until the end of the calendar year supported by strong domestic demand despite protracted external global uncertainties. Inflation is set to be modestly higher compared to the previous year. 

Market competition remains tough as the capacity to supply packaging outweighs the industry demands for packaging products.  As such, the challenge for the group this year is to expand and capture a wider sales base and be resilient to meet market expectations whilst maintaining its service and product quality.    

The Group’s operation and financial performance for the fiscal year continues to be affected by the volatility of raw materials and market sentiment. 

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

Not applicable. 

B5.
Taxation

The taxation of the Group comprises:


	
	Current
	
	Current

	
	quarter ended
	
	period to date

	
	30.09.2013
	
	30.09.2013

	
	RM’000
	
	RM’000

	
	
	
	

	Taxation
	   
	
	

	- Current year
	(364)
	
	(897)

	- Underprovision
	  (64)
	
	  (64)

	
	(428)
	
	(961)

	Deferred
	   26
	
	 30

	
	(402)
	
	 (931)


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 30.09.2013 (all denominated in RM’000)

	Short term borrowings 
	
	
	
	
	
	
	
	Secured

	
	Bank Overdrafts 
	
	
	
	
	
	
	
	589

	
	Banker Acceptances
	
	
	
	
	
	
	
	5,341

	
	Long-term loan due within one year 
	
	
	
	
	
	2,927

	
	Short term loan
	
	
	
	
	
	
	
	848

	
	Hire-purchase Creditors due within one year 
	
	
	
	60

	
	
	
	
	
	
	
	
	
	9,765

	Long term borrowings due 
	Within
	
	Later than
	
	

	
	
	
	1 to 2 years
	
	2 to 5 years
	
	5 years
	
	Total

	
	Long-term Loan 
	
	3,096
	
	4,432
	
	       28   
	
	7,556


The effective interest rates of loans and borrowings as at 30.09.2013 ranged from 3.23% to 9.60% per annum.
B8.      
Litigation


There is no material litigation at the date of this report.
B9.         Dividend Declared 

The Board of Directors has declared a second interim dividend of 1% less income tax of 25% for the financial year ending 31 December 2013, to be paid on 27 December 2013 to shareholders registered in the Record of Depositors of the Company on 16 December 2013. 

The total dividend for the current financial year ending 31 December 2013 is 2% less income tax of 25% (2012 : 0%). 

B10.
Earning 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.
	
	
	
	
	
	
	
	Current
	
	Current

	
	
	
	
	
	
	
	quarter
	
	period to date

	
	
	
	
	
	
	
	ended
	
	ended

	
	
	
	
	
	
	
	30.09.2013
	
	30.09.2013

	
	
	
	
	
	
	
	
	
	

	Profit attributable to owners of the parent (RM'000)
	
	 662
	
	          2,704

	
	
	
	
	
	
	
	
	
	

	Number of ordinary shares outstanding after adjusting shares purchase
	
	49,620,150
	
	49,620,150

	
	
	
	
	
	
	
	
	
	

	Basic earning per share (sen) 
	
	
	
	
	
	1.33
	
	5.45

	
	
	
	
	
	
	
	
	
	

	Diluted
	
	
	
	
	
	N/A
	
	N/A


B11.
Cash and cash equivalents

	
	As at
	
	As at

	
	30.09.2013
	
	30.09.2012

	
	RM’000
	
	RM’000

	
	
	
	

	Cash and bank balances
	5,555
	
	4,277

	Term deposit pledged as security
	(1,500)
	
	(1,500)

	Bank overdrafts
	(589)
	
	(1,372)

	
	
	
	

	
	3,466
	
	1,405


B12.
Profit Before Tax Items 
	
	Current quarter
	
	Current

	
	to date ended
	
	period to date

	
	30.09.2013
	
	30.09.2013

	
	RM’000
	
	RM’000

	
	
	
	

	Depreciation of property, plant and equipment
	548
	
	1,627

	Finance costs recognised in profit and loss
	326
	
	1,017

	Impairment loss on loans and receivables
	  49
	
	   161

	Interest income
	 (9)
	
	-

	Loss on derecognition of available-for-sale financial assets
	 36
	
	  144


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

B13.
Disclosure of realised and unrealised profits and losses

	
	Current Period
	
	Preceding Period

	
	ended 30.09.2013
	
	ended 30.09.2012

	
	RM’000
	
	RM’000

	
	
	
	

	Master-Pack Group Berhad and its subsidiaries :
	
	
	

	· Realised
	(43,730)
	
	(40,688)

	· Unrealised
	(93)
	
	289

	
	(43,823)
	
	(40,399)

	Total share of retained profits from associates :
	
	
	

	· Realised
	168
	
	163

	· Unrealised
	-
	
	-

	
	(43,655)
	
	(40,236)

	Less : Consolidation adjustments
	42,894
	
	37,208

	Total group accumulated losses
	(761)
	
	(3,028)


By order of the Board

Lee Peng Loon

P’ng Chiew Keem

Secretaries

Penang

Date: 29 November 2013
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