JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 31ST DECEMBER 2003

EXPLANATORY NOTES PURSUANT TO THE KLSE REVISED LISTING REQUIREMENTS

1.
REVIEW OF PERFORMANCE FOR CURRENT QUARTER AND FINANCIAL YEAR TO DATE

The Group recorded a revenue of RM 20.2 million and a profit before tax of RM 2.3 million for the current quarter as compared to a revenue of RM19.9 million and a profit before tax of RM4.5 million achieved in the corresponding quarter last year. The Group recorded a revenue of RM 42.6 million and a profit before tax of RM3.0 million for the financial period ended 31st December 2003 as compared to a revenue of RM48.9 million and a profit before tax of RM 6.7 million achieved in the corresponding period last year. 

There is an increase in revenue of RM 288,000 (1%) for the individual quarter under review as compared to the same period in the preceding year. 

There is a reduction in the revenue for the cumulative quarter under review as compared to the same period in the preceding year. This is due to the disposal of the group’s 60% equity interest in one of it’s subsidiaries, Kiko Garments Sdn Bhd (Kiko) in 31/7/2002. As a result of the disposal, Kiko is no longer a subsidiary of the JMI group and therefore its revenue is not consolidated into that of the JMI group with effect from 1st August 2002.

There is a reduction in profit before tax for the individual quarter and cumulative quarter under review as compared to the same period in the preceding year due to the disposal of the group’s 40% equity interest in one of its associated companies, Kiko. As a result of the disposal, the JMI group is not sharing any profit from Kiko with  effect from 16/10/2003. The disposal of Kiko in the current period has also resulted in a loss of RM 848,000 to the JMI group. 

2.
MATERIAL CHANGE IN THE PROFIT BEFORE TAXATION FOR THE REPORTED QUARTER AS COMPARED TO THE IMMEDIATE PRECEDING QUARTER.    

The Group made a profit before taxation of RM 2.3 million during the third quarter ended 31st December 2003 as compared to a profit before taxation of RM 0.5 million during the immediate preceding quarter. The increase in the current quarter’s profit before tax as compared to the preceding quarter is directly correlated to the increase in revenue in this quarter (RM 20.2 million) as compared to the immediate preceding quarter (RM 12.2 million). The revenue in the third quarter is relatively high as the third quarter is the peak period for the garments sector as Hari Raya and Christmas falls in the third quarter.

3.
CURRENT YEAR PROSPECTS 

The Group’s apparel sector operates within the Malaysian retail sector. The retail sector was affected in the earlier part of the year due to the Severe Acute Respiratory Syndrome (SARS) epidemic. However the recent festive period (from Hari Raya to Christmas to Chinese New Year) has seen an improvement in sales. Barring any unforeseen circumstances, the Group should be able to end the current financial year on a positive note.

4.
EXPLANATORY NOTE FOR VARIANCE FROM PROFIT FORECAST OR PROFIT GUARANTEE.

Not applicable.

5.
TAXATION

 





        Current year     Current year







               quarter
 cumulative

ended        quarter  ended







  
 31/12/2003
    31/12/2003







    
  RM ‘000
     RM ‘000

Taxation on profit for the year    


        781
         1,092

Share of tax in associate company

  
            1 
            138


Tax under / (over ) provided


  
       (529) 
          (424)

        253
            806


The effective tax rate for the current year quarter and current year to date is higher than the statutory tax rate. This is mainly due to the non- availability of group relief for losses incurred by certain subsidiaries and certain expenses which are disallowed for tax  purposes.

6.
SALE OF UNQUOTED INVESTMENTS AND / OR PROPERTIES

There was no sale of unquoted investments and / or properties during the financial period except as disclosed in Note 8 below.

7.
QUOTED SECURITIES

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

The Group does not have any investment in quoted shares as at the end of the financial period.

8.
STATUS OF CORPORATE PROPOSALS

On 15th October 2003, Hicks-Woode Corporate Services Sdn Bhd announced on behalf of the Board of Directors of the Company that the Company had on even date entered into a Share Sale Agreement to dispose off  619,713 ordinary shares of RM1.00 each representing 40% equity interest in Kiko Garments Sdn Bhd (Kiko), an associated company, to Starbase Sunrise Sdn Bhd for a total cash consideration of RM6,816,843.00. With the completion of the said exercise, Kiko is no longer an associated company of the Company. On completion, the Disposal has resulted in a loss on disposal of RM 848,000.

The cash proceeds from the Proposed Disposal has been utilized as follows :

a)
Settlement of borrowings



RM 6,300,000.00

b)
General working capital



RM    506,843.00

c)
Expenses for the disposal



RM      10,000.00








RM 6,816,843.00

9.
BORROWINGS







 31.12.2003











  RM’000

Short term borrowings :


Secured –



Denominated in RM




     14,590

  Unsecured – 

Denominated in RM




     11,572

Long term borrowings :


Secured –



Denominated in RM




     51,572

10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

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

11.

CHANGES IN MATERIAL LITIGATION
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 two (2) joint-venture agreements (JVA) dated 12th July 1991 and 19th October 1992. The 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. 

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 favorable outcome on the cases mentioned above.

12.
PROPOSED DIVIDEND


The Board does not recommend the payment of any dividend for the financial period ended 31/12/2003.

13.
EARNINGS PER SHARE   

a)




          Current year
           Current year







   quarter 

 cumulative

    ended
           quarter ended







 31/12/2003

    31/12/2003







   
  RM ‘000

    RM ‘000


 Net profit / (loss) attributable to shareholders       2,078

         2,143

Weighted average number of Ordinary Share     72,933

       72,933

Basic earning / (loss) per share (sen)
 
          2.85

           2.94

b) The diluted earnings per share (EPS) is not applicable
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a)
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.

b)
AUDITORS’ REPORT

The annual audit report of the preceding annual financial statement of the company and of the group was not subject to any qualification.

c)
SEASONAL OR CYCLICAL FACTORS

The Group’s business operations are not significantly affected by any seasonal and cyclical factors except for the garments sector. The higher turnover for the garments sector traditionally occurs in the third quarter of the financial year, i.e. during the festive seasons.

d)
EXCEPTIONAL ITEM


Not applicable

e)
CHANGES IN ESTIMATES

There were no changes to the estimates that had been used in the preparation of the current financial statement.

f)
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES.

During the financial period, the Company and its subsidiaries had their credit facilities reduced by RM2,217,000 and RM2,450,000  respectively.

There were no repayments of equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period under review.

g)
DIVIDEND

There were no dividends paid for the financial period ended 31st  December 2003.

h)
SEGMENT INFORMATION  

The analysis of Group operations for the financial period ended 31st  December 2003 is as follows:
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	 Distribution 
	 Investment 
	 Property 
	
	

	
	 of garments 
	 Holdings 
	 Development 
	 Elimination 
	 Group 

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

	
	
	
	
	
	

	Segment Revenue
	
	
	
	
	

	External Sales
	42,341
	  225
	
	
	42,566

	Inter-segment sales
	
	4,855
	
	(4,855)
	

	Total Revenue
	42,341
	5,080
	
	(4,855)
	42,566

	
	
	
	
	
	

	Segment Results
	3,885
	(869)
	(19)
	
	2,997

	Interest expenses
	
	
	
	
	(164)

	Share of profit in
	
	
	
	
	

	 associated company
	
	
	
	
	           118 

	
	
	
	
	
	 

	Profit from operation
	
	
	
	            2,951    

	Taxation
	
	
	
	(806)

	Minority interest
	
	
	
	
	                  2

	
	
	
	
	
	          2,143 

	
	
	
	
	
	

	Other information
	
	
	
	
	

	Segment assets
	52,818
	8,429
	160,232
	
	221,479

	
	  
	
	
	
	

	Segment liabilities
	82,396
	18,896
	2,388
	
	103,680

	Unallocated liabilities
	
	
	
	
	-

	Total liabilities
	
	
	
	
	103,680

	
	
	
	
	
	

	Capital expenditure
	719
	20
	
	
	739

	
	
	
	
	
	

	Depreciation
	639
	48
	
	
	687

	
	
	
	
	
	


i) VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The property, plant and equipment have not been revalued since the last annual financial statements.

j)
EVENTS SUBSEQUENT TO BALANCE SHEET DATE

There were no material events subsequent to the end of the period reported on that have not been reflected in the financial statement for the said period made up to a date not earlier than 7 days from the date of issue of the quarterly report.

k)
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the financial period under review except as disclosed in Note 8 of the explanatory notes pursuant to the KLSE revised listing requirements. 

l) CHANGES IN CONTINGENT LIABILITIES / ASSETS

a) Contingent liabilities






31.12.2003
31.12.03

 RM’000
RM’000

CG issued
Facilities



utilised


      Corporate guarantees (CG) issued to financial

 institutions for facilities granted to 


       - subsidiary companies



     74,368
61,154

       - associated companies



       6,440          3,048








     82,358        64,202

b) There were no changes in contingent assets since the last annual financial statement.

