JOHN MASTER INDUSTRIES BERHAD

QUARTERLY REPORT FOR THE FINANCIAL QUARTER ENDED 31ST  MARCH 2000

1. ACCOUNTING POLICIES AND METHODS OF COMPUTATION

The financial statements of the Group have been prepared and presented on a basis consistent with the accounting policies and methods of computation  adopted by the Group in the most recent annual financial statement.

2. EXCEPTIONAL ITEM

There were no exceptional items during the financial year.

3. EXTRAORDINARY ITEM

There were no extraordinary items during the financial year.

4. TAXATION

The tax figures are in respect of taxation charge for the following :









31.3.2000










  RM’000

Taxation on profit for the year



   3,547



Taxation on share of profit in associated companies                    361   


Taxation on share of profit in jointly controlled entity
      951

Transfer from/ (to) deferred taxation account


       ( 7)



Under / (over provision) in respect of previous years

      (48)










----------

Total taxation charge





   4,804










======

5. PRE-ACQUISITION PROFITS

There were no pre-acquisition profits during the financial year.

6. SALE OF INVESTMENTS AND / OR PROPERTIES

There were no sale of investments and / or properties during the financial year except as disclosed in Note 9 below.
7. QUOTED SECURITIES

There were no purchases and disposal of quoted securities by the Group during the financial period.

The investment in an associate company quoted on the  Hong Kong Stock Exchange is as follows :










31.3.2000










RM’000


At Cost






18,711






At book value






19,143


At market value





72,556

8. CHANGES IN THE COMPOSITION OF THE GROUP

In May 1999, the Company acquired two ordinary shares of  RM1.00 each in John Master Properties Sdn Bhd (JMP) , a company incorporated in Malaysia for a cash consideration of RM2.00, representing the entire paid up share capital of JMP

In August 1999, the Company also completed its purchase of the balance of 27.05% or  2,164,000 shares in Kajang Heights Sdn Bhd (KHSB) for a total consideration of RM 5,624,550.84, thereby making KHSB a wholly owned subsidiary.

In March 2000, Extrawell Holdings Limited (EHL – a company incorporated in Hong Kong), a 51% owned subsidiary of the company purchased the remaining 50,000 shares in Jade Post Development Limited (JPL), a 50% owned subsidiary of EHL for HKD10 million. As a result, JPL became a 51% held subsidiary of the Company instead of a 25% held associated company.

9.
STATUS OF CORPORATE PROPOSALS

On 24th January 2000, CIMB on behalf of the Board of Directors of the Company, announced that Extrawell Holdings Limited , a 51% owned subsidiary of the Company had entered into a memorandum agreement with Extrawell Enterprises Limited , a wholly owned subsidiary of Extrawell Pharmaceutical Holdings Limited  which is in turn a 37.6% owned associated company of the Company for the disposal of one (1) property situated in Guangdong Province, People’s Republic of China (Proposed Disposal).

As at the date of this announcement, the total sale proceeds has been collected but the registration of transfer of title has not been completed. As such, the sale proceeds is currently treated as  deposit received.

10.
SEASONAL OR CYCLICAL FACTORS

The Group’s business operations are not significantly affected by any seasonal and cyclical factors except for the apparel sector. The high off take in sales for the apparel sector  traditionally occurs in the third and fourth quarter of the financial year , i.e. during the festive seasons.

11.
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES.

During the financial year, the Group made the following issuances and repayment of debt :

(a)
An overseas subsidiary of the Company repaid in full the Revolving Credit Facility of USD5 million.

(b) The Company repaid  RM6.2 million as part settlement of its Revolving Credit Facility of RM20.2 million.

(c) 2 Malaysian subsidiaries of the Company obtained credit facilities amounting to RM21.2 million. The credit facilities include overdraft, revolving credit and bridging finance.

During the financial year, the Company increased its issued and fully paid up share capital by way of a private placement of 4,000,000 new ordinary shares of RM1.00 each for cash at par to five parties. These new ordinary shares were listed on 24th April, 1999 on the Kuala Lumpur Stock Exchange.

There were no share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

12.
BORROWINGS

31.3.2000












 RM’000

Short term borrowings :


Secured –



Denominated in RM




16,292




Denominated in HKD(HKD2,003,207)

     969   


Unsecured – 

Denominated in RM




13,551




Denominated in HKD



      
       -


Long term borrowings :


Secured –



Denominated in RM




47,824 



Denominated in HKD(HKD11,622,850)
 
  5,624


Unsecured – 

Denominated in RM



                  -    



Denominated in HKD



     
      -


13.
CONTINGENT LIABILITIES

30.5.2000

 RM’000


Corporate guarantees issued to financial institutions for

   125,537 

 facilities granted to subsidiary companies




    

Corporate guarantees issued to other parties.



       1,350

As at the above date, an overseas subsidiary has unpaid capital commitments of HKD23,044,635. This amount has been overdue according to the joint venture agreement signed on 15th January, 1998 in relation to the capital injection to the jointly controlled entity which was incorporated in the Peoples Republic of China. According to the terms of the agreement, the overseas subsidiary is liable to pay a 1% penalty on the overdue amount if the capital is not injected within one month according to the payment schedule. In addition, the other parties in the jointly controlled entity has the right to dissolve the jointly controlled entity. As at the date of this report, the overseas subsidiary is unable to obtain a written confirmation from the other parties in the jointly controlled entity on the waiver of the penalty interest and their rights to dissolve the jointly controlled entity. It is therefore, contingent to  the overseas subsidiary, the loss of ownership of the jointly controlled entity should the other parties in the jointly controlled entity decide to dissolve the jointly controlled entity. However, in the opinion of the directors of the overseas subsidiary , the dissolution of the jointly controlled entity is unlikely to occur. 

As at the above date, one of the sub-contractors of the overseas subsidiary have sort legal action to recover unpaid sub-contracting fee and compensation to the amount of HKD31,818,182. However, in the opinion of the directors and the PRC lawyer who is representing the overseas subsidiary in the case,  the duration of such legal proceedings may last for years and the chance of successful claim against the overseas subsidiary is remote. No provision for contingent liabilities is made.

14.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There are no financial instruments with off balance sheet risk as at the date of this announcement.

15.
PENDING LITIGATION

(a)
Kajang Heights Sdn Bhd (KHSB) , a subsidiary of the Company has instituted legal proceedings as Plaintiff against several landowners under the Kajang Heights Project in Mukim Kajang, Daerah Hulu Langat, Selangor for the specific performance of five (5) joint-venture agreements dated 12 July 1991, 19 October 1992, 24 November 1992, 15 January1993 and 6 September 1993. The five (5) legal proceedings were instituted due to the landowners’ failure to comply to the terms of the joint-venture agreement involving the development of Kajang Heights Project. 

On 17 September 1998, the first of the five (5) suits was concluded with the judgement favouring the plaintiffs, KHSB. As at the date of the announcement, no hearing dates have been fixed but based on legal advise the Directors are reasonably confident of a favourable outcome on the cases mentioned above.

16.
SEGMENT INFORMATION

The analysis of Group operations for the period ended 31st March 2000 are as follows :









Profit before
   Assets







Turnover
    Taxation
Employed







  RM’000
   RM’000
  RM’000

Investment holding


 17,303
   6,934
135,192 

Garments



 79,450
 11,852 
  53,114 

Property development


 11,666
(15,849)
110,723 




           108,419
   2,937
299,029

Less : Consolidation adjustments
(17,300)
(10,299)
( 60,873)





  91,119
  (7,362)
238,156






======
=====

======


17.
COMPARISON OF QUARTERLY RESULTS

The Group made a loss of RM18.5 million during the three months ended 31.3.2000, thereby reducing the group’s profit before tax from RM11.1 million (9 months to 31.12.99) to a loss before tax of RM7.4 million (12 months to 31.3.2000). The apparel sector of the Group had continued to make profits during the last quarter ended 31.3.2000 but the overseas subsidiaries recorded losses during this period. 

The property market has not recovered from the low property prices that has affected the property industry in Hong Kong. As such, our overseas subsidiary had to revalue its property in Hong Kong downwards to reflect a prudent realizable value. The overseas subsidiary also wrote off some trade debtors as its collectability is uncertain during the period under review. 

18.
REVIEW OF PERFORMANCE

The Group achieved a turnover of RM33.5 million for the quarter ended 31.3.2000 as compared to RM31.2 million in the preceding quarter. There is a 7% increase in the turnover for this quarter as compared to the last quarter.

The Group made a loss before tax of RM18.5 million for the quarter ended 31.3.2000 as compared to a profit before tax of RM7 million in the preceding quarter. The loss before tax for the quarter arose from its overseas operations as explained in Note 17, whilst the apparel sector continued to make profits in the quarter ended 31st March 2000.

19.
CURRENT YEAR PROSPECTS

Given the current economic growth, exchange rate stability and improving market conditions and barring any unforseen circumstances, the Directors are of the view that the Group will perform satisfactorily in the next financial year.

20.
DIVIDEND

The Board does not recommend the payment of any dividend for the financial year ended 31st March 2000.

