JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2007

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 a revenue of RM 17.83 million and a profit before tax of RM2.76 million for the current quarter as compared to a revenue of RM19.89 million and a profit before tax of RM1.66 million in the corresponding quarter last year.

The Group recorded a revenue of RM 45.84 million and a profit before tax of RM6.26 million for the financial period ended 31 December 2007 as compared to a revenue of RM44.09 million and a loss before tax of RM 1.16 million  in the corresponding period last year. 

There is a drop in revenue of RM 2.07 million for the current quarter under review as compared to the same period in the preceding year. Sales for the apparel sector has peaked in second quarter of this year as Hari Raya was celebrated earlier than the previous year, thereby resulting in a reduction in revenue for the current (third) quarter.. 

The increase in revenue of RM 1.75 million for the cumulative quarter under review as compared to the same period in the preceding year was mainly contributed by the apparel sector.

There is an improvement in profit before tax for the current quarter and cumulative quarter under review as compared to the same period in the preceding year. Included in the current quarter profit before tax and the cumulative quarter profit before tax is an interest income of RM 1.3 million and RM 5.5 million respectively. The interest income is an unearned interest recognized as it is earned using the effective interest rate method. The unearned interest arose from the Composite Proposal (see note 8) as the consideration from the Composite Proposal was previously restated at net present value in accordance with FRS1182004.
The increase in revenue for the cumulative quarter has also resulted in a corresponding increase in profit before tax.

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 2.76 million during the third quarter ended 31 December 2007 as compared to a profit before taxation of RM 1.74 million during the immediate preceding quarter. The improvement in the current quarter’s profit before tax as compared to the profit in the preceding quarter is due to the increase in revenue for the current quarter in apparel sector. 

3. CURRENT YEAR PROSPECTS

After the last financial year which saw the disposal of our significant land bank, the Group is in a much better financial position to undertake new ventures. The recent increase in petrol prices and the sub prime crisis in the United States has however dampened consumer confidence. The second half of the financial year will post new challenges to the Group. The management therefore will implement careful strategies to stay ahead of the competition.

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

Not applicable.

5.
TAXATION







        Current year     Current year







               quarter
cumulative

ended        quarter ended 







  
 31/12/2007
    31/12/2007







    
  RM ‘000
     RM ‘000

Tax on profit for the year




463
           465

Over provision in respect of


      
           (248)  
          (248)   previous years





  __________      _________   








             215
           217








  __________      _________           

The effective tax rate for the current quarter and cumulative quarter is lower than the statutory tax rate as some of the income is not taxable. The use of group relief for losses incurred by certain subsidiaries to offset the taxable income of other subsidiaries has also lowered the effective tax rate. 

6.
SALE OF UNQUOTED INVESTMENTS AND / OR PROPERTIES

There were no sales of unquoted investments and / or properties by the Group during the financial period ended 31 December 2007.

7.
QUOTED SECURITIES

There were no purchases or disposal of quoted securities by the Group during the financial period ended 31 December 2007.

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

8.
STATUS OF CORPORATE PROPOSALS 

a) Composite Proposal

The shareholders of the Company had at an Extraordinary General Meeting of the Company held on 29 January 2007 approved the Composite Proposal comprising inter alia:

-
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 KKSB Acquisition”);

-
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) approximately 27.79 acres of freehold land in the Mukim of Kajang, District of Hulu Langat, State of Selangor Darul Ehsan, at a total cash consideration of RM8,615,448.70; 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 (“Properties”) 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 the date of this announcement, JML had received a total of  RM147,598,200 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
	42,633

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



	(iii)
	Working capital
	39,765
	23,816

	(iv)
	Future investments
	50,000
	-

	(v)
	Defrayment of expenses incidental to the Composite Proposal 
	5,300
	5,086


The Proposed Disposal is conditional upon, inter-alia, the issuance of bank guarantees by JML in favour of the relevant registered joint-venture landowners of certain pieces of land ("Entitlement Lands") in order to procure all the relevant documents necessary for the transfer of the Entitlement lands in favour of JML or JHSB.

 
On 15 June 2007, the Company announced that the bank guarantees  issued in favour of the joint venture landowners have expired and as the Entitlements have not been completed, JML and the joint venture landowners had mutually agreed that the joint venture landowners shall forthwith call upon their respective bank guarantees totaling RM11,903,892 and thereafter the relevant joint venture agreements and all supplemental arrangements thereto shall be terminated and neither party shall have any claims against the other.

On 9 August 2007, the Company announced that KKSB had agreed to an extension of time to 28 February 2008 for JML to pay the outstanding balance of the purchase consideration for the Proposed KKSB Acquisition of RM9.6 million, on the condition that JML shall pay KKSB interest at the rate of 8% per annum for all the unpaid balance calculated on a daily basis until the date of full settlement. On 30 January 2008, the Company announced that the Proposed KKSB Acquisition has been completed on 29 January 2008.
One of the salient terms of the Proposed Disposal in respect of  Lot 7469 and Lot 5727, provides that in the event the legal suits with some of the currently registered landowners of the said lots cannot be resolved or other arrangement/settlement cannot be reached by 31 October 2007 (or by such other later date as the parties may mutually agree upon) (herein after referred to as the ‘Resolution Date’)in order to convey a good title to JHSB, JHSB shall have the option to purchase only the undivided shares of Lot 7469 and/or Lot 5727 which are not under dispute. Accordingly, the sales consideration will be adjusted accordingly at the Consideration Rate. 

On 11 October 2007, the Company announced that JML and JHSB have mutually agreed to extend the Resolution Date to 30 April 2008.

b) Proposed Renewal of Share Buy Back Authority

On 27 September 2007, the Company announced that the shareholders of JMI had vide the Twenty Third Annual General Meeting approved the proposed renewal of Share Buy Back Authority. The Share Buy Back Authority involves the purchase of up to 10% of its issued and paid up share capital. This authority unless revoked or varied at a General Meeting, will expire at the conclusion of the next Annual General Meeting of the Company.

9.
BORROWINGS



 31.12.2007











  RM’000
Short term borrowings:

Unsecured 






                7,404      

Long term borrowings:

Unsecured 







    4,654

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 
Save as disclosed hereunder, there has been no change in the status of material litigation since the last annual balance sheet date.

a)
Kuala Lumpur High Court Suit No. S2-22-572-1996



JMLSB v. Ng Yuet Fang and 16 others



-consolidated with-



Kuala Lumpur High Court Suit No. S2-22-172-1996



JMLSB v. Robayah Bt. Nazir and 21 others
The suits were filed by JMLSB on 31 October 1996 and 16 April 1996 respectively claiming for, amongst others, specific performance of their terms of Joint Venture Agreements under which the said landowners were to hand over to JMLSB the issue documents of title in order that the lands could be developed by JMLSB in return for the consideration set out in the Joint Venture Agreements.

Except for 4 defendants, the other 35 defendants have either settled with JMLSB or judgments in default have been obtained against them. 

The trial for the remaining 4 defendants’ matter has been concluded on 18 December 2006 and the KL High Court had on 17 July 2007 declared, inter alia, that the joint venture agreements are still valid and subsisting and has ordered specific performance of the terms of the same. The defendants have filed an appeal against the decision and also applied for stay of execution. On 5 February 2008, the Judge has dismissed the Defendant’s application for a stay of execution. As at the date of this announcement, the application for execution of the judgement is pending hearing.

b) John Master (M) Sdn Bhd (“JMSB”) v. Pasaraya Hiong Kong Sdn. Bhd. (“PHK”)

Schwarzenbach (M) Sdn. Bhd. (“Schwarzenbach”) v. PHK

On 16 December 2004, JMSB and Schwarzenbach, through its solicitors issued a notice of demand under Section 218 of the Company‘s Act (“Section 218 Notice”) on PHK claiming for the sum of RM946,011.30 and RM 574,141.45 respectively for goods sold and delivered. PHK was wound up by the High Court on 2 March 2005 on a petition filed by Active Creation Apparel Sdn. Bhd. JMSB and Schwarzenbach has filed a Proof Of Debt against PHK for the sum of RM936,896.06 and RM 568,335.59 respectively.

The matter is pending the distribution of the assets of PHK by the liquidator. 

The solicitors acting for JMSB, Schwarzenbach and a group of other consignors have filed a Writ of Summons against Affin Investment Bank Berhad (“AIBB”) to trace the trust monies received by AIBB from the sale of assets by PHK being the debenture holders of PHK. The Judge summarily determined that JMSB & Schwarzenbach’s claim to an entitlement to the monies was unsustainable and that JMSB & Schwarzenbach were merely unsecured creditors of PHK. JMSB & Schwarzenbach are in the midst of filing an appeal against the judgement.

12.
PROPOSED DIVIDEND


The Board does not recommend the payment of any dividend for the financial period ended 31 December 2007.

13. EARNINGS PER SHARE   

a)




          Current year
           Current year







   quarter 

 cumulative

    ended                         quarter  

      ended







 31/12/2007

 31/12/2007







   
  RM ‘000
  
  RM ‘000


Net profit attributable to equity

      2,547

      6,044          holders of the Company
      


Weighted average number of Ordinary Share     72,933

     72,933    

Basic earnings per share (sen)
     
                    3.49

        8.29

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

JOHN MASTER INDUSTRIES BERHAD  


QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2007

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 new/revised Financial Reporting Standards (FRSs) (see Note (b)) issued by the Malaysian Accounting Standard Board with effect from 1 April 2007. 

b)
CHANGES IN ACCOUNTING POLICIES

The Group has adopted the following FRSs effective from 1 April 2007:

FRS 117
Leases

FRS 124
Related Party Disclosures


The adoption of the above FRSs does not have any significant financial impact on the Group.

c)
AUDITORS’ REPORT

The auditors’ report of the preceding financial statement of the Company and of the Group was 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 division. The higher turnover for the garments division traditionally occurs in the second and third quarter of the financial year, i.e. during the festive seasons.

e)
EXCEPTIONAL ITEM


Not applicable

f)
CHANGES IN ESTIMATES

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

g)
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES

There were no repayments of borrowings, 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 2007.

i)
SEGMENT INFORMATION      
The analysis of Group operations for the financial period ended 31 December 2007 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
	44,655
	0
	1,184
	0
	45,839

	Inter-segment sales
	
	1,847
	1,484
	(3,331)
	0

	Total Revenue
	44,655
	1,847
	2,668
	(3,331)
	45,839

	
	
	
	
	
	

	Segment Results
	3,720
	(582)
	(236)
	0
	2,902

	Interest expenses
	
	
	
	
	(2,272)

	Interest income
	
	
	
	
	                  5,635

	Profit before taxation
	
	
	
	6,265    

	
	
	
	
	

	Taxation
	
	
	
	(217)

	Minority interest
	
	
	
	
	(4)

	
	
	
	
	
	

	Net profit attributable to equity holders of the parent
	
	
	
	
	6,044

	Other information
	
	
	
	
	

	Segment assets
	53,811
	4,595
	136,681
	-
	195,087

	Total assets                                   
	
	
	
	
	195,087

	
	  
	
	
	
	

	Segment liabilities
	25,811
	70
	31,155
	-
	57,036

	Total liabilities
	
	
	
	
	57,036

	
	
	
	
	
	

	Capital expenditure
	1,040
	5
	4
	-
	1,049

	
	
	
	
	
	

	Depreciation
	826
	5
	19
	-
	850

	
	
	
	
	
	


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





31.12.2007
31.12.2007

        RM’000
  RM’000

           CG issued
 Facilities


  Utilized*


Corporate guarantees (CG) issued to secure


facilities granted to subsidiary companies
     22,370
   12,378       

    * 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.







