EMAS KIARA INDUSTRIES BERHAD (485144-H)

Incorporated in Malaysia


	UNAUDITED FINANCIAL REPORT

	FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2005

	
	
	
	
	
	
	
	

	CONDENSED CONSOLIDATED INCOME STATEMENTS
	
	
	
	

	
	
	
	
	
	
	
	

	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	CURRENT QUARTER ENDED 31.12.2005
	
	PRECEDING YEAR CORRESPONDING QUARTER ENDED 31.12.2004
	
	CURRENT YEAR TO DATE ENDED 31.12.2005
	
	PRECEDING YEAR CORRESPONDING YEAR TO DATE ENDED 31.12.2004 (AUDITED)

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

	Revenue
	                     16,625
	
	14,066 
	
	                     75,503
	
	 81,322 

	Other operating income
	                           358 
	
	                          1,245 
	
	                          621 
	
	 1,620 

	Operating Expenses
	                          (172)
	
	(338)  
	
	                    (433)
	
	 (441) 

	Profit from operations
	(17)                        
	
	 1,737 
	
	                       5,451 
	
	 9,080 

	Finance costs
	                        (419)
	
	 (354) 
	
	                        (1,571)
	
	 (1,709) 

	Profit before taxation
	(436) 
	
	 1,383 
	
	3,880                        
	
	 7,371 

	Taxation
	                        (271)
	
	 (38) 
	
	                        (1,574)
	
	 (1,416) 

	Profit after taxation
	                       (707) 
	
	 1,345 
	
	                       2,306 
	
	 5,955 

	Minority interests
	                         21                             
	
	 (293) 
	
	                            163 
	
	 115 

	Net profit for the period
	                       (686) 
	
	 1,052 
	
	                       2,469 
	
	 6,070 

	Earnings per share           
	                 
	
	
	
	
	
	

	 - basic (sen)
	(0.86)                  
	
	 1.31 
	
	3.09             
	
	 7.88 

	 - diluted (sen)
	(0.86)
	
	1.31
	
	3.09
	
	7.80

	 
	
	
	
	
	
	
	

	Note :

-  The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004


	CONDENSED CONSOLIDATED BALANCE SHEET
	
	
	

	
	
	UNAUDITED
	
	AUDITED

	
	
	AS AT
	
	AS AT

	
	
	YEAR ENDED
	
	YEAR ENDED

	
	
	31. 12. 2005
	
	31. 12. 2004

	
	
	RM'000
	
	RM'000

	PROPERTY, PLANT AND EQUIPMENT
	                     52,169 
	
	                     43,966 

	OTHER INVESTMENT
	0
	
	500

	GOODWILL ON CONSOLIDATION
	              3,184 
	
	                 3,357 

	DEFERRED TAX ASSETS
	727
	
	533

	CURRENT ASSETS
	
	
	

	
	Inventories
	           19,840 
	
	                 15,619 

	
	Trade Receivables
	                 27,939 
	
	                    26,469 

	
	Other Receivables, Deposits & Prepayment
	               4,277 
	
	                      2,716 

	
	Tax recoverable
	                          276 
	
	                            228 

	
	Fixed Deposit with licensed banks
	               8,181 
	
	                      6,269 

	
	Cash and Bank Balances
	                 4,717 
	
	                      3,408 

	
	
	                 65,230 
	
	                   54,709 

	CURRENT LIABILITIES
	 
	
	 

	
	Trade Payables
	                   5,805 
	
	                     6,364 

	
	Other Payables & Accruals
	5,057                  
	
	                   5,639 

	
	Hire Purchase Creditors
	                769 
	
	                   782 

	
	Amount Owing to Directors
	                  201 
	
	                   212 

	
	Short Term Bank Borrowings
	           34,456 
	
	              16,229 

	
	Bank Overdrafts
	386                 
	
	                  57 

	
	Term Loan
	                  1,309 
	
	                1,185 

	
	Tax Liabilities
	     185 
	
	      279 

	
	
	                48,168 
	
	    30,747 

	Net Current Assets 
	            17,062
	
	               23,962 

	
	
	               73,142 
	  
	            72,318 

	
	
	
	

	SHARE CAPITAL
	          40,008 
	
	            40,001 

	RESERVES
	          18,110 
	
	            16,805 

	SHAREHOLDERS' EQUITY
	            58,118 
	
	              56,806 

	RESERVE ON CONSOLIDATION
	          3,653 
	
	              3,907 

	MINORITY INTERESTS
	         3,833 
	
	        3,996 

	DEFERRED AND LONG TERM LIABILITIES
	
	
	

	
	Hire Purchase Creditors
	              703 
	
	                856 

	
	Long Term Loan
	         4,151 
	
	          4,510 

	
	Deferred Taxation
	          2,684 
	
	 2,243 

	
	
	73,142 
	
	72,318 

	Net Assets Per Share (RM)
	                    0.82 
	
	                      0.81 

	Note :

-  The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
	
	


	
	CONDENSED CONSOLIDATED CASH FLOW STATEMENT
	
	

	
	
	
	Unaudited
	Audited

	
	
	
	12 Months
Ended
	 12 Months Ended

	
	
	
	 31.12.2005 
	 31.12.2004 

	
	
	
	 RM'000 
	 RM'000 

	
	CASH FLOWS FROM OPERATING ACTIVITIES
	
	

	
	Profit before tax
	3,880                           
	7,371

	
	Adjustments for non-cash and non operating items
	5,327                              
	4,393

	
	Operating profit before working capital changes
	9,207                   
	11,764

	
	Changes in working capital
	
	

	
	
	Net changes in current assets
	(4,232)
	                         5,000

	
	
	Net changes in current liabilities
	                  (3,199)
	                   (8,846) 

	
	
	Taxation paid
	(1,229)
	                  (2,572)

	
	Net cash inflow / (outflow) from operating activities
	                       547                           
	5,346

	
	Net cash inflow / (outflow) from investing activities
	(10,039)
	(5,840)

	
	Net cash inflow from financing activities
	10,241                        
	4,500

	
	Net (decrease) / increase in cash and cash equivalents during the financial period
	749                         
	4,006

	
	Cash and cash equivalents at beginning of financial year
	6,139                           
	2,133

	
	Cash and cash equivalents at end of the financial period
	6,888                         
	6,139

	
	
	
	
	

	
	Note :
	
	
	

	
	-  The Condensed Consolidated Cash flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
	
	

	
	
	
	
	


	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	


	12 Months Period Ended     31st December 2005 - unaudited
	Share Capital
	Share Premium
	Foreign Exchange Reserve
	Capital Reserve
	Revaluation

Reserve
	Retained Profits
	Total

	
	RM'000
	RM'000
	RM'000
	RM'000
	RM’000
	RM'000
	RM'000

	
	
	
	
	
	
	
	

	Balance as at 1 January 2005
	40,001
	            2,890 
	2
	4
	-
	       13,909 
	      56,806

	
	
	
	
	
	
	
	

	Issue of shares – exercise of share options
	            7 
	2      
	         -   
	       -   
	-
	              -   
	   9 

	
	
	
	
	
	
	
	

	Arose from acquisition of subsidiary
	-
	-
	-
	-
	40
	-
	40

	
	
	
	
	
	
	
	

	Listing expenses
	                  -   
	    (2)
	        -   
	       -   
	                   -
	               -   
	   (2)

	
	
	
	
	
	
	
	

	Currency translation differences
	-
	-
	                 (4)
	-
	-
	-
	(4)

	
	
	
	
	
	
	
	

	Profit for the period 
	                  -   
	                  -   
	           -   
	       -   
	-
	  2,469 
	 2,469

	
	 
	 
	 
	 
	
	 
	 

	Dividends
	                     -
	                   -
	-
	-
	                   -
	     (1,200)
	       (1,200)

	
	
	
	
	
	
	
	

	Balance as at 31 December  

2005
	           40,008
	            2,890 
	                  (2) 
	                       4 
	40
	         15,178 
	            58,118 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	12 Months Period Ended    31st December 2004 – audited
	Share Capital
	Share Premium
	Foreign Exchange Reserve
	Capital Reserve
	Revaluation

Reserve
	Retained Profits
	Total

	
	RM'000
	RM'000
	RM'000
	RM'000
	RM’000
	RM'000
	RM'000

	
	
	
	
	
	
	
	

	Balance as at 1 January 2004
	19,081
	            5,702 
	2
	4
	-
	       16,447 
	41,236

	
	
	
	
	
	
	
	

	Bonus Issue
	          14,310 
	        (5,702)
	              -   
	        -   
	-
	   (8,608)
	0

	
	
	
	
	
	
	
	

	Public Issue
	            6,610 
	     4,627 
	         -   
	       -   
	-
	              -   
	   11,237 

	
	
	
	
	
	
	
	

	Listing expenses
	                  -   
	    (1,737)
	        -   
	       -   
	-
	               -   
	   (1,737)

	
	
	
	
	
	
	
	

	Profit for the period 
	                  -   
	                  -   
	           -   
	       -   
	-
	  6,070 
	6,070

	
	 
	 
	 
	 
	
	 
	 

	Balance as at 31 December 2004
	          40,001 
	            2,890 
	                  2 
	                       4 
	-
	         13,909 
	            56,806 

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Note :
	
	
	
	
	
	
	

	-  The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
	
	
	
	
	


A.    EXPLANATORY NOTES TO THE UNAUDITED INTERIM FINANCIAL 

        REPORT FOR THE PERIOD ENDED 31 DECEMBER 2005

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 Bursa Malaysia 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 2004. There have been no changes to these policies and /or methods adopted for the current financial year to date.

A2.  Auditors’ Report

The auditors’ report of the preceding annual financial statements for the financial year ended 31 December 2004 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 2005.

A4.  Unusual Items 

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
The total number of unexercised share options as at 31 December 2005 was 12,001,000 and there were no further exercise of any share from 31 December 2005 up to the date of this report.

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the financial period under review. 

A7.  Dividend Paid

A first and final dividend of 3% tax exempt (2003: nil) per ordinary share of RM0.50 each for the financial year ended 31 December 2004, totaling RM1,200,240 was paid on  15 July 2005.
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 preceding annual financial statements.

A10. Material Subsequent Events

There were no material events subsequent to the current financial quarter ended 31 December 2005 up to the date of this report which is likely to substantially affect the results of the operations of the Group.

A11. Changes in Composition of the Group

There were no material changes in the composition of the Group during the financial period to-date.

A12. Contingent Liabilities

The Company has given corporate guarantees amounting to RM37.66 million to licensed banks for banking facilities granted to certain subsidiary companies. Consequently, the Company is contingently liable for the amount of banking facilities utilized by these subsidiary companies totaling RM16.87 million as at 31 December 2005.

A13. Capital Commitments

The capital commitments approved but not contracted for amounts to RM5,000,000.


ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA’S LISTING REQUIREMENTS

B1.     Review of Performance

The Group recorded a 7% decreased in revenue to RM75.5 million for the current financial year ended 31 December 2005 as compared RM81.3 million recorded in the previous financial year ended 31 December 2004. Due to lower revenue recorded, the Group registered a lower profit after tax and minority interest of RM2.47 million for the current financial year.

B2.   Comparison with Preceding Quarter’s Results

The Group registered a 1% increased in revenue to RM16.6 million for the current financial quarter as compared to RM16.5 million registered in previous financial quarter. However, the Group registered a  loss before taxation for the current financial quarter of RM0.44 million as compared to a profit before taxation of RM0.64 million registered in the previous financial quarter.

The loss before taxation for the current financial quarter was mainly attributed to lower gross margin and higher finance and operating costs incurred. 
B3.   Prospects 

While the domestic construction industry continued to register decline and the high world crude oil prices will continue to make an impact on the costs of the Group’s products, the Group has taken steps to prepare itself for such market condition. It will continue with its various marketing initiatives and strategies to further widen its market base to overseas markets and to diversify the supply of its products to other industries through aggressive development. The Group will also implement costs reduction and efficiency improvement initiatives to enhance its competitive edge.

B4.   Profit Forecast

         Not applicable for the Group.

B5.   Taxation

	
	4th Quarter Ended 31.12.2005
	
	Cumulative Ended

31.12.2005

	
	RM’000
	
	RM’000

	
	
	
	

	Income Tax
	271
	
	1,574


         The Group’s effective tax rate in the current quarter is higher than the statutory rate due to the absence of tax loss relief for losses of some subsidiaries and the disallowance of certain expenses for tax purposes.

B6.   Sale of Investments and/or Properties

There were no sale of investments and/or properties in the current financial quarter and financial year to-date.

B7.   Quoted Securities

There was no purchase or disposal of quoted securities in the current financial quarter under and financial year to-date.

B8.   Status of Corporate Proposal

Listing on the Second Board of Bursa Malaysia Securities Berhad

The Company has on 30 March 2004 completed the public issue of 13.22 million new ordinary shares of RM0.50 each at an issue price of RM0.85 per ordinary shares in conjunction with the Company’s listing on the Second Board of the Bursa Malaysia which raised a total gross proceed of RM11.237 million. 

On 23 February 2005, 26 August 2005 and 27 January 2006, the Company has made announcements to Bursa Malaysia on the variation on the manner in which part of the unutilised proceeds will be utilised and on the extension of time for the balance unutilised proceeds for a period of eighteen (18) months to 30 June 2006.


The  status of the utilisation as at 27 January 2006 is as follows:- 

	
	Amount Raised (RM’000)
	Balance Unutilised (RM’000)
	Revised Timing

	Purchase of Machinery
	3,000
	-
	-

	Upgrading of Weaving Machines
	500
	-
	-

	Purchase of test equipment
	500
	284
	30.06.2006

	Working Capital
	5,437
	-
	-

	Listing Expenses
	1,800
	-
	-

	
	--------------
	----------------
	

	
	11,237
	284
	

	
	========
	=========
	










Establishment of Joint Venture (JV) Enterprise in Vietnam
On 16 January 2006, the Company has made an announcement to Bursa Malaysia that it has obtained an Investment License from the Authority Board of Management for Hanoi Manufacturing and Industry, Vietnam dated 22 December 2005 to establish a JV enterprise under the Law on Foreign Investment in Vietnam between Emas Kiara Sdn Bhd (EKSB) and B&T Trading & Construction and Technological Application Company Limited (B&T). 
The approved name of the JV enterprise is Emas Kiara Vietnam Joint Venture Company (EKV Co) and is established for the purpose of manufacturing and selling of geosynthetic products, technical textile and polymer products in Vietnamese and export markets.
EKV Co will have a legal capital of US$750,000 contributed as follows:-
	Joint Venture Parties
	Contribution (US$)
	Percentage  (%)

	EKSB
	600,000
	80

	B & T
	150,000
	20

	
	750,000
	100


To date, the Company has not contributed to the legal capital of EKV Co.



There were no other corporate proposals announced but not completed as at the date of this announcement.
B9.   Borrowings 

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

	
	
	As at 31.12.2005

	
	
	RM’000

	Short Term
	
	

	  Hire Purchase
	
	769

	
	
	

	  Bank Overdraft 
	
	386

	  Commercial Papers / Bills Payable
	
	34,456

	  Term Loan
	
	1,309

	  
	
	36,920

	
	
	

	Long Term
	
	

	  Hire Purchase
	
	703

	  Term Loan
	
	4,151

	
	
	4,854


B10. Off Balance Sheet Financial Instruments

As at the date of this report, the Group had entered into the following outstanding foreign currency contracts to hedge its foreign currencies commitment:-
	
	
	 Contract 
	
	Outstanding 

	
	Contract
	 Amount 
	
	Contract Amount

	Currency
	Type
	 FC'000 
	Contract Period
	FC’000
	 RM'000 

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	USD
	Sell
	110
	27/01/2006 - 27/02/2006
	72
	266

	SGD
	Sell
	66
	17/02/2006 - 17/03/2006
	66
	150

	
	
	
	
	
	


The Group does not foresee any significant credit and market risks associated with the above forward exchange contract as it is entered into with approved financial institutions.

There is no cash requirement for the above forward exchange contract.
The Group is exposed to currency risk as a result of the Group’s transactions with trade receivables and payables. The Group uses foreign exchange contracts to hedge certain exposure. These contracts are short-term in nature and as such, the Group does not calculate the difference between the contract rates 
and the spot rates and therefore do not take up the difference in the Income Statement for the current financial period.

B11. Material Litigations

As at the date of this report, the Group is not engaged in any litigation which might materially affect the position of the Group.

B12.  Dividend

The Board recommends a first and final tax exempt dividend of 2% per ordinary share of RM0.50 each (preceding year: 3%) in respect of the current financial year for approval of the shareholders at the forthcoming Annual General Meeting.


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.

The diluted 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 adjusted weighted average number of shares in issue. 
The adjusted weighted average number of shares in issue has been arrived at based on the assumption that ESOS are exercised at the beginning of the financial year and the ordinary shares to be issued under ESOS are deemed to have been issued for no consideration.
	
	Current 

Quarter

31.12.2005
	
	Current 

Year-To-Date

31.12.2005

	
	
	
	

	Net profit / (loss) for the period (RM’000)
	(686)
	
	2,469

	Weighted average number of shares in issue (‘000)
	80,015
	
	80,015

	Adjusted weighted average number of shares in issue (‘000)
	80,015
	
	80,015

	
	
	
	

	Basic earning per share (sen)
	(0.86)
	
	3.09

	Diluted earning per share (sen)
	(0.86)
	
	3.09


There is no dilutive effect on the EPS of the Group of the assumed exercise of the ESOS due to the exercise price of ESOS being higher than the average fair value of the ordinary shares.
Dated :  27 February 2006
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