MASTER-PACK GROUP BERHAD (297020-W)

QUARTERLY REPORT FOR THE PERIOD ENDED 31 MARCH 2015
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 31 March 2015 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 2014. 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 March 2015 and of its results and cash flows for the year ended on that date.

A2.
Annual Audit Report

The auditors’ report on the financial statements for the year ended 31 December 2014 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 2014.

The management foresees that all the MFRS that are effective for annual periods beginning on or after 1 January 2015, as stated in the audited accounts for the financial year 31 December 2014 will not have any significant impact.
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.
A8.
Dividend
There were no dividend 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 26 May 2015, its wholly-owned subsidiary, Master-Pack Sdn Bhd acquired 51 ordinary shares of RM1.00 each, representing 51% equity interest in Exactwood Sdn Bhd (Company No. 1134837-A) (“Exactwood”) for a total consideration of RM51.00 only. Following this transaction, Exactwood became an indirect 51%-owned subsidiary of Master-Pack.

Exactwood was incorporated in Malaysia on 11 March 2015 with an authorised share capital of RM400,000 divided into 400,000 ordinary shares of RM1.00 each. The present issued and paid-up share capital of Exactwood is RM100.00 divided into 100 ordinary shares of RM1.00 each. Exactwood is currently dormant and will be principally involved in manufacturing and distributions of paper products and packaging materials. 

The above transaction will not have any effect on the Group’s earnings, net assets, gearings, share capital and substantial shareholdings structure for the financial year ending 31 December 2015. 

None of the directors and/or major shareholders of the Company and/or persons connected with them have any interest, either direct and/or indirect in the said transaction.

Other than the above, there was no business combination, long term investment and restructuring or discontinuing operations during the financial year.

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 approved in accordance with the shareholders’ mandate on 12 June 2014 and transacted with the subsidiaries are set out below:-

	
	
	Current
	Current period

	
	
	quarter ended
	to date ended

	
	
	31.03.2015
	31.03.2015

	
	
	RM’000
	RM’000

	Sales transacted with Related Party
	
	
	

	Richmond Technology Sdn. Bhd.
	
	841
	841

	
	
	
	


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
	
	Period to

	
	
	
	
	ended
	
	ended
	
	Date ended
	
	Date ended

	
	
	
	
	31.03.2015
	
	31.03.2014
	
	31.03.2015
	
	31.03.2014

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

	
	     Revenue
	
	
	
	
	
	
	
	

	
	
	Packaging
	
	17,706
	
	 18,607
	
	               17,706
	
	                 18,607

	
	
	Others
	
	818   
	
	1,041 
	
	                 818
	
	                   1,041 

	
	
	
	
	18,524       
	
	19,648
	
	               18,524 
	
	                 19,648 

	
	
	Elimination
	
	(781)
	
	(1,062)
	
	                  (781)
	
	                     (1,062)

	
	
	Total
	
	        17,743
	
	18,586
	
	               17,743 
	
	                 18,586 

	
	
	
	
	
	
	
	
	
	
	

	
	     Profit before taxation
	
	
	
	
	
	

	
	
	Packaging
	
	1,230
	
	1,492
	
	1,230
	
	1,492

	
	
	Others
	
	325 
	
	493
	
	325 
	
	493

	
	
	
	
	1,555  
	
	                   1,985
	
	1,555  
	
	1,985

	
	
	Elimination
	
	     (736)
	
	(485)
	
	     (736)
	
	(485)

	
	
	Total
	
	819
	
	1,500
	
	819
	
	1,500

	
	
	
	
	
	
	
	
	
	
	



Commentary Comparison for the current quarter


1st Quarter 2015 vs 1st Quarter 2014

The Group’s total revenue for the 1st quarter 2015 was RM17.7 million or RM0.8 million (5%)  lower than the 1st  quarter 2014. Profit before taxation dropped by RM0.7 million due to the following:-

a) Packaging division

The packaging division revenue for the 1st  quarter 2015 was RM17.7 million or RM0.9 million (5%) lower than the 1st quarter 2014 while profit before taxation was RM0.3 million lower.  The lower deliveries were from the Electrical and Electronic sector and drop in profit due to lower selling prices.
b) Other divisions 

Sales of blended Maz diesel or additives for the 1st quarter 2015 was lower by RM0.2 million compared against 1st quarter of 2014. 
1st Quarter ended 31 March 2015 vs preceeding quarter ended 31 December 2014

The group turnover dropped by RM2.4 million or 12% while profit before tax dropped by RM1.1 million. The reasons being:- 

a) Packaging division

The higher revenue in last quarter of 2014 due to robust economy in that quarter prior to year-end while the 1st quarter 2015 saw consolidation of purchases by consumers and industrial players placing lower orders in anticipation of drop in demand upon implementation of the Goods and Services Tax on 1st April 2015.

b) Other divisions – 

Sales and profit of blended Maz diesel and additives for the current quarter is also lower compared to the preceding quarter. The drop in oil prices dampen the incentives to purchase additives to reduce direct cost of fuel.  

B2.
Prospect 2015
2015 is expected to be very challenging. The first quarter has already seen a decline in revenue and profit as the group’s customers   are cautious in its business outlook on the impact of the Goods and Services Tax that came into force on 1st April 2015. The sentiment is expected to continue until the fourth quarter of 2015, therefore the reduced orders for packaging materials. 

B3.
Variance of actual profit from forecast profit and shortfall in the profit guarantee

Not applicable. 

B4.
Taxation

The taxation of the Group comprises:


	
	Current
	
	Current

	
	quarter ended
	
	period to date

	
	31.03.2015
	
	31.03.2015

	
	RM’000
	
	RM’000

	
	
	
	

	Taxation
	
	
	

	- current year

- prior year
	(302)

   (12)
	
	  (302)

    (12)

	
	(314)
	
	  (314)

	Deferred
	 (27)
	
	    (27)

	
	        (287)
	
	           (287)


The higher effective tax rate for the current quarter and year-to-date is due to non-deductible expenses.
B5.
Group borrowings as at 31.03.2015 (all denominated in RM’000)

	Short term borrowings 
	
	
	
	
	
	
	
	Secured

	
	Bank Overdrafts 
	
	
	
	
	
	
	
	1,496

	
	Banker Acceptances
	
	
	
	
	
	
	
	4,794

	
	Long-term loan due within one year 
	
	
	
	
	
	3,023

	
	Hire-purchase payable due within one year
	
	
	
	
	
	233

	
	
	
	
	
	
	
	
	
	9,546

	Long term borrowings due 
	                                 Within
	
	Within
	
	

	
	
	
	
	
	1 to 2 years
	
	2 to 5 years
	
	Total

	
	Long-term Loan 
	
	
	
	2,848
	
	       430   
	
	3,278

	
	Hire-purchase Creditors 
	
	
	249
	
	       581              
	
	830

	
	
	
	
	
	3,097
	
	       1,011    
	
	4,108


The effective interest rates of loans and borrowings as at 31.03.2015 ranged from 3.66% to 9.35% per annum.
B6.
Status of corporate proposals announced but not yet completed

Save as disclosed below, there was no other corporate proposal announced but not completed as at the date of  this report:-

The company has on 27 January 2015 announced a proposed private placement of up to 5,000,000 new ordinary shares of RM1.00 each in Master-Pack (“Master-Pack Share(s)” or “Share(s)”) (“Placement Share(s)”) representing up to 10.08% of the issued and paid-up share capital of Master-Pack at an issue price to be determined later. The Placement Shares will be placed out to third party investor(s) to be identified at a later stage, where such investor(s) shall be person(s) qualified under Schedules 6 and 7 of the Capital Markets and Services Act, 2007. The proceeds from the private placement will be used for the purposes of repayment of bank borrowings, general working capital and defrayment of estimated expenses in relation to the proposed private placement.

The company submitted the additional listing application to Bursa Securities on 27 January 2015 and obtained the approval from Bursa Securities on 10 February 2015. Shareholders of the Company has approved the Private Placement in an Extraordinary General Meeting on 27 February 2015.

On 8 April 2015, the company announced completion of the private placement exercise following the listing and quotation of the 5,000,000 new ordinary shares of RM1.00 each on the Main Market of Bursa Malaysia Securities Berhad.

The proceeds of RM5,000,000 was utilised as follows: -








RM’000


Repayment of bank borrowings


    4,300


General working capital



       500


Private Placement expenses


       200








_______








    5,000


B7.
Litigation


There is no material litigation at the date of this report.
B8.
Dividend Declared 


An interim dividend of 1.5% amounting to RM819,302.25 was paid on 18 May 2015 for the financial year ended 31 December 2014.

B9.
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

	
	
	
	
	
	
	
	31.03.2015
	
	31.03.2015

	
	
	
	
	
	
	
	
	
	

	Profit attributable to owners of the parent (RM'000)
	
	 526
	
	           526

	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	

	Basic earning per share (sen) 
	
	
	
	
	
	1.06
	
	1.06

	
	
	
	
	
	
	
	
	
	

	Diluted
	
	
	
	
	
	N/A
	
	N/A


B10.
Cash and cash equivalents

	
	As at
	
	As at

	
	31.03.2015
	
	31.03.2014

	
	RM’000
	
	RM’000

	
	
	
	

	Cash and bank balances
	4,076
	
	4,186

	Bank overdrafts
	(1,496)
	
	(1,628)

	
	
	
	

	
	2,580
	
	2,558


B11.
Profit Before Tax Items 
	
	Current quarter
	
	Current

	
	to date ended
	
	period to date

	
	31.03.2015
	
	31.03.2015

	
	RM’000
	
	RM’000

	
	
	
	

	Depreciation
	676
	
	676

	Impairment loss on loans and receivables
	 84
	
	 84

	Interest expense
	256
	
	256

	Interest income
	(11)
	
	(11)

	Inventory written down
	  4
	
	   4


Items which are not disclosed as per Listing Requirement Notes 16 Appendix 9B are not applicable to the group for the current period.
B12.
Disclosure of realised and unrealised profits and losses

	
	Current Period
	
	Preceding Period

	
	ended 31.03.2015
	
	ended 31.03.2014

	
	RM’000
	
	RM’000

	
	
	
	

	Master-Pack Group Berhad and its subsidiaries :
	
	
	

	· Realised
	(35,773)
	
	(40,147)

	· Unrealised
	       (17)
	
	    (145)

	
	(35,790)
	
	(41,400)

	Total share of retained profits from associates :
	
	
	

	· Realised
	     227
	
	     196

	· Unrealised
	-
	
	-

	
	(35,563)
	
	(40,096)

	Less : Consolidation adjustments
	42,203
	
	42,193

	Total group accumulated profit/(losses)
	 6,640
	
	    2,097


By order of the Board

Lee Peng Loon

P’ng Chiew Keem

Secretaries

Penang

Date: 29 May 2015
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