JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2004

EXPLANATORY NOTES PURSUANT TO THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

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

The Group recorded revenue of RM 12.49 million and a profit before tax of RM 1.30 million for the current quarter as compared to a revenue of RM12.19 million and a profit before tax of RM 667,000 achieved in the corresponding quarter last year. 

There is an increase in revenue of RM 297,000(2%) for the individual quarter under review as compared to the same period in the preceding year. This is due to the increase in revenue from the apparel division. 

The increase in profit before tax for the individual quarter under review as compared to the same period in the preceding year is due to the increase in operating income in the current quarter. 

The Group recorded revenue of RM 22.4 million and a profit before tax of RM417,000 for the financial period ended 30 September 2004 as compared to a revenue of RM22.4 million and a profit before tax of RM 645,000 achieved in the corresponding period last year. 


There is no change in the revenue for the cumulative quarter under review as compared to the same period in the preceding year. The reduction in profit before tax for the cumulative quarter under review as compared to the same period in the preceding year is due to the increase in operating expenses and reduction in gross profit margin.
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 1.30 million during the second quarter ended 30 September 2004 as compared to a loss before taxation of RM 0.9 million during the immediate preceding quarter. The increase in the current quarter’s profit before tax as compared to the preceding quarter was mainly due to the gain on disposal of fixed assets(see note 8).

3.
CURRENT YEAR PROSPECTS 

The Directors anticipate that the Group will continue to face a challenging trading environment. To address this, the Group will focus on strengthening its market share through the introduction of new product lines, enhancing its existing products and also cost control measures to mitigate the effects of rising costs. 

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

Not applicable.

5.
TAXATION

 





        Current year     Current year







               quarter
 cumulative

ended              quarter           ended







  
 30/9/2004
    30/9/2004







    
  RM ‘000
     RM ‘000

Taxation on profit for the year    


        27
              55

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

a)
On 26 March 2004, the Company announced that it had entered into a Sale and Purchase Agreement with Prestige Preference Sdn Bhd on even date for the disposal of a property known as No. 1 Jalan 8/91, Taman Shamelin Perkasa, Cheras, 56100 Kuala Lumpur for a total cash consideration of RM3,650,000 (“Disposal”). The disposal was completed on 24 August 2004 and resulted in a gain on disposal of RM 1,425,000.


The cash proceeds from the Disposal was utilized for the partial redemption of the 8% Redeemable Bonds with Nominal value of RM42,768,000 and the payment of bond coupon.

b)
On 4 August 2004, the Company announced that the Company had on even date acquired from its wholly-owned subsidiary, Kajang Heights Sdn Bhd, 100,000 ordinary shares of RM 1.00 each in the capital of Kajang Heights Property Management Sdn Bhd (KHPM) representing the entire issued and paid-up share capital of KHPM for a consideration of RM352,590.00. By virtue of the above mentioned acquisition, KHPM has become a wholly owned subsidiary of the Company.

c) On 13 September 2004, the Company made an announcement that the Company’s wholly-owned subsidiaries, Kajang Heights Sdn Bhd, Kenyal Sdn Bhd, Sapphire Homestead Sdn Bhd and Standpoint Ventures Sdn Bhd (First Party) had on 10 September 2004 terminated the Joint Venture Agreement(JVA) dated 8 August 1999 with Naga Sakti Sdn Bhd (Naga), a wholly owned subsidiary of Antah Holdings Berhad (Antah) and all other relevant agreements and/or arrangements entered into in relation to  the JVA (“the termination”).

d) Naga and Antah disputed the Termination. The First Party then commenced a legal suit against Naga and Antah (“Suit”) to enforce the Termination. The first Party, Naga and Antah had on 8 November 2004 entered into a Settlement Agreement for the purpose of settling the Suit and all other disputes arising between the First Party and Naga.

The salient terms of the Settlement Agreement are as set out in the Company’s announcement dated 9 November 2004.

.

 9.
BORROWINGS







 30.9.2004











  RM’000
Short term borrowings :

Secured 







   11,745

Unsecured 







   11,185

Long term borrowings :

Secured 






               44,411

Unsecured 







        986

The Group does not have any foreign currency borrowings.

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 had 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 12 July 1991 and 19 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 30/9/2004.

13.
EARNINGS PER SHARE   

a)




          Current year
           Current year







   quarter 

 cumulative

    ended                         quarter  

      ended







 30/9/2004

   30/9/2004







   
  RM ‘000

    RM ‘000


 Net profit attributable to shareholders   
        1,273

            378

Weighted average number of Ordinary Share     72,933

       72,933

Basic earning per share (sen)

 
           1.75

          0.52

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

JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 30 SEPTEMBER 2004

SELECTED EXPLANATORY NOTES PURSUANT TO MASB26–PARAGRAPH 16  

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. The Group has also complied with MASB 26 and paragraph 9.22 of the listing requirements.

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 under review, the Company and its subsidiaries made repayments of their credit facilities of RM1,100,000 and RM4,368,000  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 30  September 2004.

h)
SEGMENT INFORMATION  

The analysis of Group operations for the financial period ended 30 September 2004 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
	22,371
	71
	
	
	22,442

	Inter-segment sales
	
	4,365
	
	(4,365)
	-

	Total Revenue
	22,371
	4,436
	
	(4,365)
	22,442

	
	
	
	
	
	

	Segment Results
	108
	512
	(121)
	
	499

	Interest expenses
	
	
	
	
	(82)

	
	
	
	
	
	 

	Profit from operation
	
	
	
	           417    

	Taxation
	
	
	
	55

	Minority interest
	
	
	
	
	                 (16)

	
	
	
	
	
	         378 

	
	
	
	
	
	

	Other information
	
	
	
	
	

	Segment assets
	49,193
	6,139
	171,621
	
	226,953

	
	  
	
	
	
	

	Segment liabilities
	31,883
	4,044
	75,784
	
	111,711

	Unallocated liabilities
	
	
	
	
	-

	Total liabilities
	
	
	
	
	111,711

	
	
	
	
	
	

	Capital expenditure
	850
	4
	60
	
	914

	
	
	
	
	
	

	Depreciation
	543
	19
	6
	
	568

	
	
	
	
	
	


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 except as disclosed under Note 8 of the explanatory notes pursuant to the listing requirements of Bursa Malaysia Securities Berhad.

k)
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the financial year under review except as disclosed in Note 8 of the explanatory notes pursuant to the listing requirements of Bursa Malaysia Securities Berhad. 

l) CHANGES IN CONTINGENT LIABILITIES / ASSETS

a) Contingent liabilities





30.9.2004
30.9.2004

        RM’000
  RM’000

           CG issued
 Facilities


  Utilized


Corporate guarantees (CG) issued to financial


institutions for facilities granted to subsidiary


companies




     74,368
    53,310

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

