JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL YEAR ENDED 31 MARCH 2005

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 17.2 million and a profit before tax of RM 0.25 million for the current quarter as compared to a revenue of RM16.8 million and a loss before tax of RM 1.9 million in the corresponding quarter last year. 

The Group recorded revenue of RM 58.5 million and a profit before tax of RM1.6 million for the financial year ended 31 March 2005 as compared to a revenue of RM59.4 million and a profit before tax of RM 1.1 million achieved in the last financial year. 

There is an increase in revenue for the individual quarter as compared to the same period in the preceding year. This is due to the increase in revenue from the apparel division. 

The reduction in revenue for the cumulative quarter under review as compared to the same period in the preceding year is due to the reduction in revenue from the property division.
There is an increase in profit before tax for the individual quarter and cumulative quarter under review as compared to the same period in the preceding year as the profits in the preceding year was arrived at after taking into account the loss on disposal of its associated company and losses arising from its property division.
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 250,000 during the fourth quarter ended 31 March 2005 as compared to a profit before taxation of RM 956,000 during the immediate preceding quarter. The decrease in the current quarter’s profit before tax as compared to the immediate preceding quarter is mainly due to losses incurred by the property division.

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







  
 31/3/2005
    31/3/2005







    
  RM ‘000
     RM ‘000

Taxation on profit for the year    


        731
          1,306


Tax under/(over) provided in previous year
  
        390 
             506

Transfer from deferred taxation

  
    (1,672) 
         (1,672)

       (551)
             140
The effective tax rate for the current year quarter and current year to date is lower than the statutory tax rate. This is mainly due to 

a) The gain on disposal of property which was disposed during the real property gains tax exemption year.

b) The reversal of deferred tax liabilities recognized in last financial year.

6.
SALE OF UNQUOTED INVESTMENTS AND / OR PROPERTIES

There was no sale of unquoted investments and / or properties during the financial year 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 year. 

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

8.
STATUS OF CORPORATE PROPOSALS

a)
On 26 March 2004, the Company entered into a Sale and Purchase Agreement for the disposal of its 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 1,425,051.


The 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 of a subsidiary company.

b)
On 4 August 2004, the Company acquired from its wholly-owned subsidiary, Kajang Heights Sdn Bhd, 100,000 ordinary shares of RM 1.00 each in the share 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. Pursuant to the above mentioned acquisition, KHPM has now become a wholly owned subsidiary of the Company.

c) On 8th October, 1999, certain subsidiary companies, namely Kajang Heights Sdn. Bhd., Sapphire Homestead Sdn. Bhd., Standpoint Ventures Sdn. Bhd. and Kenyal Sdn. Bhd. ("JMI Parties") entered into a joint venture agreement ("JVA") with Naga Sakti Sdn. Bhd. ("Naga"), a wholly-owned subsidiary of Antah Properties Sdn. Bhd., which is, in turn, a wholly-owned subsidiary of Antah Holdings Berhad ("Antah"), whereby Naga shall assume the role of developer for Kajang Heights, a mixed development township comprising residential and commercial properties.

On 11th June, 2002, the JMI Parties together with Naga ("JV Parties") entered into another Agreement with Country Heights Enterprise Sdn. Bhd. ("CHESB"), a wholly-owned subsidiary of Country Heights Properties Sdn. Bhd. which is, in turn, wholly-owned by Country Heights Holdings Berhad whereby CHESB is appointed by the JV Parties to provide project and finance management and supervisory services in respect of the development of Kajang Heights. However, the agreement with CHESB has subsequently lapsed.

On 10th September, 2004, the JMI Parties terminated the JVA dated 8th October, 1999 with Naga. However, Naga and Antah disputed the termination. The JMI Parties then commenced a legal suit against Naga and Antah ("Suit") to enforce the termination. The JMI Parties, Naga and Antah had on 8th November, 2004, entered into a Settlement Agreement to settle the Suit and all other disputes arising between the JMI Parties and Naga. As a result of this Settlement Agreement, all other relevant agreements or arrangements entered into in relation to the JVA are also deemed terminated.

The salient terms of the Settlement Agreement are as follows:

- 
Kajang Heights Sdn. Bhd. shall acquire the development expenditure of Naga for the Project ("the Acquisition Price").

· The JMI Parties had earlier advanced a sum of money to Naga ("the Debt"). The Debt shall be set off against the Acquisition Price, leaving a balance owing by Kajang Heights Sdn. Bhd. to Naga ("the Balance Sum")

· Following therefrom, Naga agrees to grant the JMI Parties an early settlement option whereby in consideration of the JMI Parties agreeing to pay Naga a sum of money on or before 60 days of the execution of the Agreement, Naga agrees to waive the payment of the Balance Sum in full.

d) Corporate Exercise (“The Proposals”)

On 16th March, 2005, RHB Sakura Merchant Bankers Berhad announced on behalf of the Company that the Company proposes to implement the following:

i) Proposed renouceable rights issue of 43,759,812 new ordinary shares of RM1.00 each in the Company (“Rights Shares”) together with 43,759,812 free detachable warrants on the basis of 3 Rights Shares with 3 free detachable warrants for every 5 existing ordinary shares of RM1.00 each at the proposed issue price of RM1.00 per Rights Share payable in 2 calls, of which the first call of RM0.70 per Rights Share shall be payable in cash upon acceptance whilst the second call of RM0.30 per Rights Share shall be capitalised from the Company's retained profits account (“Proposed Two-Call Rights Issue With Warrant”).

Based on the first call of RM0.70 per Rights Share, the aggregate subscription value of the Proposed Two-Call Rights Issue with warrants is approximately RM30.632 million which will be applied to finance the Group's property development project, to repay borrowings, to finance working capital and to defray the expenses of the Proposals.

As support for the Proposed Two-Call Rights Issue with warrants, the substantial shareholder and Managing Director of the Company, namely Mr. Ho Chin Hou has provided irrevocable written undertaking to the Company to subscribe in full for his entitlement of 1,243,732 Rights Shares under the Proposed Two-Call Rights Issue with warrants ("Entitlement Undertaking").

Further, to ensure that the Proposed Two-Call Rights Issue with warrants would be fully subscribed, Mr. Ho Chin Hou has provided additional irrevocable written undertaking to the Company to apply for up to 42,516,080 excess/additional Rights Shares in respect of all Rights Shares not taken up by the other entitled shareholders under the Proposed Two-Call Rights Issue with warrants ("Additional Undertaking").

On completion of the Proposed Two-Call Rights Issue with warrants, the equity interest held by Mr. Ho Chin Hou may exceed 33% depending on the total number of additional Rights Shares subscribed for by Mr. Ho Chin Hou pursuant to the Additional Undertaking. Therefore, pursuant to Rule 6 of the Malaysian Code on Take-over and Mergers, 1998 ("Take-over Code"), Mr. Ho Chin Hou and parties acting in concert, if any, shall be required to extend a mandatory general offer for the remaining shares of the Company not already owned by Mr. Ho Chin Hou and parties acting in concert, if any, following the completion of the Proposed Two-Call Rights Issue with warrants.

In this connection, Mr. Ho Chin Hou will seek an exemption from the Securities Commision ("SC") for Mr. Ho Chin Hou and parties acting in concert, if any, to undertake the aforesaid mandatory general offer obligation ("Proposed Exemption"). As such, the Additional Undertaking from Mr. Ho Chin Hou has been given subject to the SC granting the Proposed Exemption.

The Proposed Two-Call Rights Issue with warrants will not be underwritten and shall be conditional upon the Entitlement Undertaking and the Additional Undertaking provided by Mr. Ho Chin Hou which in turn is subject to the SC granting approval for the Proposed Exemption.

ii) Proposed conversion of an existing RM40 million nominal value of 8% redeemable bonds ("bonds") issued by John Master (M) Sdn. Bhd. ("JMSB"), a wholly-owned subsidiary of the Company to Affin Discount Berhad ("ADB") by way of issuance of irredeemable convertible unsecured loan stocks ("ICULS") with nominal value of up to RM51 million to ADB ("Proposed Bond Conversion").

Pursuant to the Proposed Bond Conversion, JMSB will be able to settle the bond which is due to mature in March, 2006 through the issuance of ICULS. This would enable the Group to conserve its cashflow.

Under the Proposed Bond Conversion, Mr. Ho Chin Hou, the Managing Director and substantial shareholder of the Company, shall grant to ADB a Put Option to dispose the ICULS to him at a sale consideration of RM1.00 cash per RM1.00 nominal value of ICULS, exercisable within 90 days prior to the maturity date of the ICULS. The Put Option shall only be exercisable in respect of all or the remaining part of the ICULS after the exercise of the Call Option, if any.

At the same time, ADB shall grant Mr. Ho Chin Hou a Call Option to acquire the ICULS from them at a purchase consideration of RM1.00 cash per RM1.00 nominal value of ICULS at any time prior to the maturity date of the ICULS. The Call Option shall be exercisable in respect of all or part of the ICULS.

The equity interest held by Mr. Ho Chin Hou following the exercise of the Put or the Call Option may exceed the 33% threshold of the Take-over Code and therefore, Mr. Ho Chin Hou may seek exemption from the SC for Mr. Ho Chin Hou and parties acting in concert, if any, to undertake the aforesaid mandatory general offer obligation.

The following agreements were entered into on 20th, April 2005 to formalise the Proposed Bond Conversion:-

a) Settlement Agreement between JMIB, JMSB and ADB; and

b) Put and Call Option Agreement between Mr. Ho Chin Hou and ADB.

iii)
Proposed increase in the authorised share capital of JMIB from RM100 million comprising 100 million ordinary shares of RM1.00 each to RM250 million comprising 250 million ordinary shares of RM1.00 each (“Proposed Increase in Authorised Share Capital”).

The Proposed Rights Issue, Proposed Bond Conversion and Proposed Increase in Authorised Share Capital are subject to the approval of the relevant regulatory authorities and the shareholders of the Company.

 9.
BORROWINGS







 31.3.2005











  RM’000
Short term borrowings:

Secured 







   52,236

Unsecured 







   11,870

Long term borrowings:

Secured 






                 2,081

Unsecured 







   22,135

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 advice 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 year ended 31/3/2005.

13.
EARNINGS PER SHARE   

a)




          Current year
           Current year







   quarter 

 cumulative

    ended                         quarter  

      ended







 31/3/2005

   31/3/2005







   
  RM ‘000

    RM ‘000


 Net profit attributable to shareholders   
           792

         1,502

Weighted average number of Ordinary Share     72,933

       72,933

Basic earning per share (sen)

 
           1.09

          2.06

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

JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL YEAR ENDED 31 MARCH 2005

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 year under review, the Company and its subsidiaries made repayments of their credit facilities of RM2,050,000 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 year under review.

g)
DIVIDEND

There were no dividends paid for the financial year ended 31 March 2005.

h)
SEGMENT INFORMATION  

The analysis of Group operations for the financial year ended 31 March 2005 is as follows:
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	 RM'000 
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	Segment Revenue
	
	
	
	
	

	External Sales
	55,912
	6
	2,546
	
	58,464

	Inter-segment sales
	6,882
	6,881
	
	(13,763)
	-

	Total Revenue
	62,794
	6,887
	2,546
	(13,763)
	58,464

	
	
	
	
	
	

	Segment Results
	2,827
	362
	(1,459)
	
	1,730

	Interest expenses
	
	
	
	
	(107)

	
	
	
	
	
	 

	Profit from operation
	
	
	
	           1,623    

	Taxation
	
	
	
	(140)

	Minority interest
	
	
	
	
	                 19

	
	
	
	
	
	         1,502 

	
	
	
	
	
	

	Other information
	
	
	
	
	

	Segment assets
	44,799
	6,098
	175,888
	
	226,785

	
	  
	
	
	
	

	Segment liabilities
	26,989
	2,518
	79,683
	
	109,190

	Unallocated liabilities
	
	
	
	
	-

	Total liabilities
	
	
	
	
	109,190

	
	
	
	
	
	

	Capital expenditure
	1,356
	5
	71
	
	1,432

	
	
	
	
	
	

	Depreciation
	1,237
	22
	13
	
	1,272

	
	
	
	
	
	


i) VALUATION OF PROPERTY, PLANT AND EQUIPMENT

The property, plant and equipment have not been revalued since the last annual financial statements. They are stated at cost less accumulated depreciation 

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 in 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





31.3.2005
31.3.2005

        RM’000
  RM’000

           CG issued
 Facilities


  Utilized


Corporate guarantees (CG) issued to financial


institutions for facilities granted to subsidiary


companies




     71,500
    52,177

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







