EMAS KIARA INDUSTRIES BERHAD (485144-H)

Incorporated in Malaysia


A.    EXPLANATORY NOTES TO THE UNAUDITED INTERIM FINANCIAL 
        REPORT FOR THE YEAR ENDED 31 DECEMBER 2003
A1.  Basis of Preparation and Accounting Policies

The interim financial report is unaudited and has been prepared in compliance with Malaysian Accounting Standards Board (MASB) Standard No. 26 - Interim Financial Reporting and paragraph 9.22 of The Malaysia Securities Exchange Bhd Listing Requirements. 
The accounting policies and methods of computation adopted in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002. There have been no changes to these policies and /or methods adopted for the current financial year to date except for the adoption of a new applicable approved accounting standard, MASB 25-Income Taxes.  
A2.  Auditors’ Report

The auditors’ report of the audited financial statements for the financial year ended 31 December 2002 was not subject to any audit qualification.
A3.  Seasonal/Cyclical Factors

There were no significant seasonal or cyclical factors affecting the financial quarter ended 31 December 2003.
A4.  Unusual Items 
Other than as disclosed in the Prospectus dated 10 March 2004, whereby an additional  provision in full for doubtful debt amounting to RM2.2 million made on trade debts exceeding six months in compliance with the condition imposed by the Securities Commission via its approval letter dated 19 December 2003, there were no unusual and extraordinary items for the financial period under review.
A5.  Changes in Estimates

There were no changes in estimates of amounts reported in the prior financial years which have a material effect in the financial period under review.

A6.  Debt or Equity Securities

On 24 March 2003, issuance of 350,000 ordinary shares of RM1.00 each at an issue price of RM1.00 each as the consideration for the acquisition of 40% interest in Kiaratex Exports Pte Ltd.

On 28 March 2003, issuance of 3,667,850 ordinary shares of RM1.00 each at an issue price of RM2.05 each as the consideration for the acquisition of the 22.22% interest in Emas Kiara Sdn Bhd and 33.33% interest in Emas Kiara Marketing Sdn Bhd.

On 30 March 2003, issuance of 1,762,720 ordinary shares of RM1.00 each at an issue price of RM2.05 each as the consideration for the acquisition of 42% interest in Fibre Innovation Technology Sdn Bhd.
On 30 January 2004, the par value of the ordinary share of RM1.00 each has been split into RM0.50 per share and an increased in the paid-up share capital to RM33,391,000 via a bonus issue of 3 ordinary shares for every 4 shares held implemented after the share split.
Further the Company had on 23 March 2004 made a public issue of 13,220,000 ordinary shares of RM0.50 each at an issue price of RM0.85 per share pursuant to its Prospectus dated 10 March 2004.. 
A7.  Dividend Paid

There was no dividend paid during the financial quarter under review and the financial year to-date.
A8.  Segmental Reporting 

No segmental reporting is presented as the Group’s primary activities are in the manufacturing, marketing and trading of geosynthetic products and materials.  
A9.   Valuation of Property, Plant and Equipment

The valuation of property, plant and equipment has been brought forward without any amendments from the previous annual financial statements.

A10. Material Subsequent Events

Subsequent to the financial quarter under review, the Company undertook a public issue of 13,200,000 new ordinary shares of RM0.50 each at an issue price of RM0.85 per share payable in full on application comprising:
(a) 4,020,000 new ordinary shares of RM0.50 each available for application by the Malaysian Public ;

(b) 9,200,000 new ordinary shares of RM0.50 each available for application by bumiputra investors identified and approved by the Ministry of International Trade and Industry,

and an Offer for Sale of 3,580,000 ordinary shares of RM0.50 each at an offer price of RM0.85 per share payable in full on application comprising:

(a) 1,980,000 existing ordinary shares of RM0.50 each available for application by the Malaysian Public; and

(b) 1,600,000 existing ordinary shares of RM0.50 each available for application by eligible Directors, Employees, Suppliers and Customers of Emas Kiara Industries Berhad and its subsidiary companies

in conjunction with its listing on the Second Board of the Malaysia Securities Exchange Berhad.
A11. Changes in Composition of the Group
There are no changes in the composition of the Group during the financial quarter under review.
A12. Changes in Contingent Liabilities or Contingent Assets

As disclosed in the Prospectus dated 10 March 2004, the Company has contingent liabilities arising from the corporate guarantee provided totaling RM16,232,187 to licensed banks for banking facilities granted to certain of its subsidiary companies.
A13. Capital Commitments

	
	
	As at

31.12.2003

	
	
	RM’000

	Property, plant and equipment
	
	

	   Contracted but not provided for
	
	2,233


A14. Comparison With Preceding Quarter’s Result
As the financial quarter under review is drawn up for the first time, no preceding quarter’s results are available for comparison.


ADDITIONAL INFORMATION REQUIRED BY THE MSEB’S LISTING REQUIREMENTS

B1.   Review of Performance

The Group recorded revenue of RM72.3 million for the financial year to-date, an increase of RM15.5 million or 27% as compared to financial year 2002. This was largely due to increase in market share and additional sales with the introduction of new product range.

Despite the significant increase in revenue, the profit after taxation and minority interests registered a minimal increase by 5% to RM6.6 million as compared to RM6.31 million for the financial year 2002 due to the full provision for doubtful debt of RM2.2 million made on trade debts exceeding six (6) months in compliance with the condition imposed by the Securities Commission via its approval letter dated 19 December 2003. 
B2.   Comparison with Preceding Quarter’s Results
Not applicable as this is the first announcement.
B3.   Prospect for the Current Financial Year

The Group will remain focused on enhancing its productivity and efficiency, in developing its product range to widen its product applications and to expand its export markets to other Asian countries. The wider product range and enhanced productivity and efficiency will provide the Group the competitive edge to be more competitive in the international markets.
Barring any unforeseen circumstances, the Group is optimistic that its performance will be favourable for the financial year ending 31 December 2004.

B4.   Profit Forecast

Profit forecast has been published in the Prospectus dated 10 March 2004.
B5.   Taxation
	
	
	
	
	Current Year ended
31.12.2003

	
	
	
	
	RM’000

	Income Tax
	
	
	
	2,644

	Deferred Taxation
	
	
	
	1,014


B6.   Sale of Investments and/or Properties

There were no profits on sale of investments and/or properties in the financial quarter under review.
B7.   Quoted Securities

There was no purchase or disposal of quoted securities in the financial quarter under review.
B8.   Status of Corporate Proposal

The Company is targeted to be listed on the Second Board of the Malaysia Securities Exchange Berhad on 30 March 2004.
The gross proceeds arising from the Public Issue of RM11.237 million will be utilized by the Group in the following manner:

	
	
	RM’000

	Purchase of machinery
	
	3,000

	Upgrading of weaving machines
	
	500

	Purchase of test equipment
	
	500

	Working capital
	
	5,437

	Estimated listing expenses
	
	1,800

	Total
	
	11,237


B9.   Borrowings 
The Group’s borrowings as at the end of this financial quarter :

	
	
	As at 31.12.2003

	
	
	RM’000

	Short Term
	
	

	  Hire Purchase
	
	360

	  Bank Overdraft
	
	585

	  Bills Payable
	
	18,317

	  Term Loan
	
	2,232

	  
	
	21,494

	
	
	

	Long Term
	
	

	  Hire Purchase
	
	843

	  Term Loan
	
	5,305

	
	
	6,148


B10. Off Balance Sheet Financial Instruments

There are no financial instruments with off balance sheet risks at date of this financial quarter.
B11. Material Litigations
As at the date of this report, the Group is not engaged in any material litigation which might materially and adversely affect the position of the Group.
B12.  Dividend
The Board does not recommend any dividend for the financial quarter under review and the financial year to-date.
B13. Earnings Per Share

Basic earnings per share of the Group is calculated by dividing the net profit after tax and minority interest for the financial period under review by the weighted average number of shares in issue during the period.
	
	Current 

Quarter

31.12.2003
	
	Current 

Year-To-Date

31.12.2003

	
	
	
	

	Net profit / (loss) for the period (RM’000)
	(956)
	
	6,612

	Weighted average number of shares in issue (‘000)
	19,081
	
	17,713

	
	
	
	

	Basic earning / (loss) per share (sen)
	(5.01)
	
	37.33

	Diluted earning per share (sen)
	N/A
	
	N/A


Dated :  25 March 2004
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