JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2006

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’s revenue of RM 19.9 million and profit before tax of RM 1.7 million for the current quarter has remained almost the same as that in the corresponding quarter last year of RM 19.8 million and RM 1.7 million respectively.


The Group recorded revenue of RM 44.1 million and a loss before tax of RM1.2 million for the financial period ended 31 December 2006 as compared to a revenue of RM43.0 million and a profit before tax of RM 0.5 million  in the corresponding period last year. 

Both the apparel and property division had registered a slight growth for the  cumulative quarter under review as compared to the same period in the preceding year. 

The loss before tax for the cumulative quarter is mainly due to the increase in finance cost. The finance cost incurred on Non Current Asset Held For Sale has not been capitalized for the period under review due to the subsidiary’s impending disposal of the 366 acres of freehold land as disclosed in note 8 below. As such under FRS 123 & FRS 5, the interest cost can no longer be capitalized.

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 1.6 million during the third quarter ended 31 December 2006 as compared to a loss before taxation of RM 1.0 million during the immediate preceding quarter. The improvement in the current quarter’s profit before tax as compared to the loss in the preceding quarter is due to the increase in revenue for the current quarter. The quarter under review includes revenue from our festive period sales whereas the immediate preceding quarter is an off peak season for the apparel division.

3. CURRENT YEAR PROSPECTS

The local retail market which the Group primarily operates in remains challenging and competitive. The recent floods in the Southern States and East Coast of Malaysia had further dampened consumer’s purchasing power. Given the effects of the recent floods, consumer confidence in these states is expected to remain moderate. The Group will however continue to strive to stay ahead of the competition by responding swiftly to changes in the business environment. 

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

Not applicable.

5.
TAXATION

 





        Current year     Current year







               quarter
 cumulative

ended              quarter           ended







  
 31/12/2006
    31/12/2006





    
  RM ‘000
     RM ‘000

Tax on profit for the year



             0
            29

Under provision in respect of


      
           84
          297   previous years





  __________      _________   








           84
          326







  __________      _________

The effective tax rate for the current year to date is higher than the statutory tax rate mainly due to the non availability of group relief for losses incurred by certain subsidiaries with paid up capital of less than RM2.5 million.

The effective tax rate for the current year quarter is however lower than the statutory tax rate as the higher profits for the current quarter has resulted in a larger utilization of the group relief during the current quarter.


6.
SALE OF UNQUOTED INVESTMENTS AND / OR PROPERTIES

Save as disclosed under Note 8, there were no sales of unquoted investments and / or properties by the Group during the financial period ended 31 December 2006.

7.
QUOTED SECURITIES

There were no purchases or disposal of quoted securities by the Group during the financial period ended 31 December 2006.

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

8.
STATUS OF CORPORATE PROPOSALS 

i)
Composite Proposal

Further to the Quarterly Report for the quarters ended 30 June 2006 and 30 September 2006, the shareholders of the Company had at an Extraordinary General Meeting of the Company held on 29 January 2007 approved the Composite Proposal comprising :

-
Proposed acquisition by JM Land Sdn Bhd (“JML”), effectively a wholly-owned subsidiary of JMI, of approximately 71.56 acres of freehold land in the Mukim of Kajang, District of Hulu Langat, State of Selangor Darul Ehsan from Khoi Kiong (M) Sdn Bhd (“KKSB”) for a total cash consideration of RM30,057,573;

-
Proposed acquisition by JML of approximately 26.92 acres of freehold land in the Mukim of Kajang, District of Hulu Langat, State of Selangor Darul Ehsan from Suara Palma Sdn Bhd for a total cash consideration of RM11,308,491.60; 

-
Proposed option granted by KKSB to JML whereby JML may exercise the option to purchase the undivided shares of Lot 7469 and the undivided shares of Lot 5727 (which are not under dispute owned by KKSB) representing approximately 27.79 acres of freehold land in the Mukim of Kajang, District of Hulu Langat, State of Selangor Darul Ehsan, at a cash consideration of RM1,035,914.60 and RM7,579,534.10, respectively; and

-
Proposed disposal by JML of up to approximately 366 acres of freehold land in the Mukim of Kajang, District of Hulu Langat, State of Selangor Darul Ehsan to Jade Homes Sdn Bhd (formerly known as Hala Bayu (M) Sdn Bhd), a wholly-owned subsidiary of Gamuda Berhad, for a total cash consideration of up to RM226 million (“Proposed Disposal”)
As at 9 February 2007,  JML had received a total of  RM122,273,800 out of the total proceeds of RM226 million. The status of utilization of proceeds raised from the Proposed Disposal is as follows :

	
	Purpose
	Proposed

Utilization
RM’000
	Actual

Utilization
RM’000

	(i)
	To finance acquisitions of lands within the Properties 
	54,872
	33,033

	(ii)
	Repayment of borrowings
	76,063
	76,063



	(iii)
	Working capital
	39,765
	8,289

	(iv)
	Future investments
	50,000
	-

	(v)
	Defrayment of expenses incidental to the Composite Proposal 
	5,300
	4,889


ii)
The Proposed Bangi Acquisition

The Quarterly Report for the Quarter ended 30 September 2006 highlighted that on 22 September 2006, the Board of Directors of the Company announced that JML had on  even date entered into a sale and purchase agreement (“SPA”) for the acquisition of approximately 5.15 acres of freehold land held under GRN 49783, LOT 267, Mukim of Kajang, District of Ulu Langat (“Land”) for a total cash consideration of RM 2 million (Proposed Bangi Acquisition).  The Proposed Bangi Acquisition was completed on 21 December 2006. 

iii)
Proposed Share Buy Back




































































On 19th December, 2006, RHB Investment Bank had announced on behalf of the Company that the Company proposes to undertake the purchase of its own ordinary shares of RM1.00 each (“Shares”) on Bursa Malaysia Securities Berhad of up to 10% of its issued and paid-up share capital (“Proposed Share buy-Back”).

As at 31 October 2006, the issued and paid-up share capital of the  Company stood at RM 72,933,020 Shares. Hence, up to 7,293,302 Shares may be purchased by the Company pursuant to the Proposed Share buy-Back.

As at 31 October 2006, the Company has an outstanding RM 49,900,000 nominal value of irredeemable convertible unsecured loan stocks (ICULS) which will mature on 27 October 2008. Assuming all the ICULS are converted into new JMIB Shares, JMIB’s issued and paid-up share capital will increase to RM 122,833,020 Shares. Pursuant to the Proposed Share buy-Back, JMIB is entitled to purchase up to a maximum of 12,283,302 Shares, representing 10% of JMI’s enlarged issued and paid up share capital. 

The shareholders of the Company had at an Extraordinary General Meeting of the Company held on 29 January 2007 approved the Proposed Share Buy Back.
9.
BORROWINGS







 31.12.2006











  RM’000
Short term borrowings:

Unsecured 







     9,678
Long term borrowings:

Unsecured 







      2,696
The Group does not have any foreign currency borrowings.

10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

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

11.

CHANGES IN MATERIAL LITIGATION
There has been no change in the status of material litigation since the last annual balance sheet date.


12.
PROPOSED DIVIDEND


The Board does not recommend the payment of any dividend for the financial period ended 31 December 2006.

13.
EARNINGS PER SHARE   

a)




          Current year
           Current year







   quarter 

 cumulative

    ended                         quarter  

      ended







 31/12/2006

 31/12/2006







   
  RM ‘000
  
  RM ‘000


 Net profit/(loss) attributable to shareholders
      1,573
   
     (1,491)


Weighted average number of Ordinary Share    72,933
      
     72,933

Basic profit/(loss) per share (sen)
     
         2.16
        
       (2.04)
b) The diluted earnings per share (EPS) is not applicable.

JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2006

SELECTED EXPLANATORY NOTES PURSUANT TO FRS134  

a)
ACCOUNTING POLICIES AND METHODS OF COMPUTATION

The financial statements of the Group are unaudited and 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 except for the adoption of the following new/revised Financial Reporting Standards (FRSs) issued by the Malaysian Accounting Standard Board with effect from 1 April 2006. 

b)
CHANGES IN ACCOUNTING POLICIES

The Group has adopted the following FRSs effective from 1 April 2006:

FRS 3

Business Combination

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Event after the balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 127
Consolidated and separate Financial statements

FRS 131
Interest in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earning per share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets


The adoption of the FRSs does not have any significant financial impact on the Group except as disclosed hereunder:

i) FRS 3: Business combinations, FRS 136: Impairment of assets and FRS 138: Intangible Assets

Goodwill which was previously carried at cost less accumulated impairment losses will now be tested for impairment annually or more frequently if events or changes in circumstances indicate that it might be impaired.

In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 April 2006 of RM 1,492,160 was recognized with a corresponding increase in retained earnings. The comparative retained earnings as at 1 April 2005 were adjusted accordingly in the statement of changes in equity. 

ii) FRS 5: Non-current assets held for sale and discontinued operations

FRS 5 requires non-current assets held for sale to be presented separately on the face of the balance sheet and to be stated at the lower of carrying amount and fair value less cost to sell. In this connection, the Land Held for Property Development has been reclassified as Non Current Assets Held for Sale due to the impending disposal of 366 acres of freehold land as explained under Note 8.

iii) FRS 101: Presentation of Financial Statements

In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interests.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

The following comparative amounts as at the last annual balance sheet date have been restated due to the adoption of new and revised FRSs:




Previously

      Stated 

FRS 3

Restated

RM’000

RM’000
RM ‘000

Goodwill on consolidation
  1,288


1,492

  2,780

Retained Earnings

15,206


1,492

16,698






   RM


                     
    RM

Net assets per share

1.1464




 1.1586

c)
AUDITORS’ REPORT

The audited report of the preceding year’s annual financial statement of the Company and of the Group were not subject to any qualification.

d)
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.

e)
EXCEPTIONAL ITEM


Not applicable

f)
CHANGES IN ESTIMATES

The revised FRS 116: property, plant and equipment require the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each of the financial year end. The Group reviewed the residual value of certain property, plant and equipment and found that there were no changes in estimate that would give rise to material effect in the current quarter results.

g)
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES

During the financial period under review, the Group repaid RM106,250,000 of its borrowings. 
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.

h)
DIVIDEND

There were no dividends paid for the financial period ended 31 December 2006.

i)
SEGMENT INFORMATION  

The analysis of Group operations for the financial period ended 31 December 2006 is as follows:

	
	
	
	
	

	
	 Manufacture 
	
	
	
	

	
	And
	
	
	
	

	
	 Distribution 
	 Investment 
	 Property 
	
	

	
	 of garments 
	 Holdings 
	 Development 
	 Elimination 
	 Group 

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

	
	
	
	
	
	

	Segment Revenue
	
	
	
	
	

	External Sales
	43,106
	-
	984
	
	44,090

	Inter-segment sales
	-
	1,941
	10,949
	(12,890)
	-

	Total Revenue
	43,106
	1,941
	11,933
	(12,890)
	44,090

	
	
	
	
	
	

	Segment Results
	2,195
	(181)
	(944)
	
	1,070

	Interest expenses
	
	
	
	
	(2,235)

	
	
	
	
	
	 

	Loss before taxation
	
	
	
	           (1,165)    

	
	
	
	
	

	Taxation
	
	
	
	326

	Minority interest
	
	
	
	
	                 (3)

	
	
	
	
	
	

	Net loss attributable to equity holders of the parent
	
	
	
	
	(1,488)          

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


	
	
	
	
	
	

	
	Manufacture
	
	
	
	

	
	and
	
	
	
	

	
	 Distribution 
	 Investment 
	 Property 
	
	

	
	 of garments 
	 Holdings 
	 Development 
	 Elimination 
	 Group 

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

	
	
	
	
	
	

	Other information
	
	
	
	
	

	Segment assets
	48,668
	6,381
	221,458
	
	276,507

	Total assets
	
	
	
	
	276,507

	
	  
	
	
	
	

	Segment liabilities
	28,733
	707
	105,443
	
	134,883

	Total liabilities
	
	
	
	
	134,883

	
	
	
	
	
	

	Capital expenditure
	1,082
	3
	42
	
	1,127

	
	
	
	
	
	

	Depreciation
	964
	5
	                    20
	
	989

	
	
	
	
	
	


j)
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 and residual values.

k)
EVENTS SUBSEQUENT TO BALANCE SHEET DATE

Save as disclosed under Note 8, there are 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.


l)
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the financial period under review. 

m)
CHANGES IN CONTINGENT LIABILITIES / ASSETS

a) Contingent liabilities





31.12.2006
31.12.2006

        RM’000
  RM’000

           CG issued
 Facilities


  Utilized*

Corporate guarantees (CG) issued to secure


- facilities granted to subsidiary companies
       20,743
    11,736
· the Advanced Second Instalment received under    70,000
     70,000
the Sale and Purchase Agreement for the 

Proposed Disposal to HBSB as mentioned

in Note 8.
    * These amounts have been reflected in the Balance Sheet as at the reporting date.

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







