Financial Year End
:
31/12/2003
Quarter
:
Fourth quarter
Quarterly report on consolidated results for the fourth quarter ended 31st December, 2003. These figures have not been audited.

CONDENSED CONSOLIDATED INCOME STATEMENTS

	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	CURRENT

YEAR

QUARTER

31/12/2003

RM’000
	PRECEDING

YEAR

CORRESPONDING

QUARTER

AS RESTATED

31/12/2002

RM’000
	
	CURRENT

YEAR

TO DATE

31/12/2003

RM’000
	PRECEDING

YEAR

CORRESPONDING

PERIOD

AS RESTATED

31/12/2002

RM’000

	
	
	
	
	
	
	
	

	Revenue
	11,084
	
	15,569
	
	39,059
	
	32,285

	Operating expenses
	(16,852)
	
	(14,453)
	
	(46,114)
	
	(33,154)

	Other operating income
	545
	
	148
	
	813
	
	408

	(Loss)/Profit from operations
	(5,223)
	
	1,264
	
	(6,242)
	
	(461)

	Finance costs
	(347)
	
	(344)
	
	(1,058)
	
	(1,290)

	Gain on disposal of a subsidiary
	424
	
	-
	
	424
	
	-

	Group’s share of pre-acquisition loss
	-
	
	-
	
	60
	
	-

	Investing results
	-
	
	-
	
	-
	
	-

	
	(5,146)
	
	920
	
	(6,816)
	
	(1,751)

	Allowance for write-down of

  inventories
	(16,102)
	
	-
	
	(16,102)
	
	-

	(Loss)/Profit before taxation
	(21,248)
	
	920
	
	(22,918)
	
	(1,751)

	Taxation
	1,249
	
	243
	
	1,533
	
	160

	Loss after taxation
	(19,999)
	
	1,163
	
	(21,385)
	
	(1,591)

	Minority interest
	-
	
	(24)
	
	-
	
	94

	Net loss for the period
	(19,999)
	
	1,139
	
	(21,385)
	
	(1,497)

	
	
	
	
	
	
	
	

	EPS – Basic (sen)
	(47.99)
	
	0.03
	
	(51.31)
	
	(4.28)

	EPS – Fully diluted (sen)
	(30.00)
	
	0.03
	
	(35.64)
	
	(4.28)


(The Condensed Consolidated Income Statements should be read in conjunction with the Annual 

   Financial Report for the year ended 31st December, 2002)

CONDENSED CONSOLIDATED BALANCE SHEETS 

	
	
	AS AT END OF

CURRENT YEAR

(UNAUDITED)

31/12/2003

RM'000
	AS AT PRECEDING FINANCIAL YEAR END

(AUDITED)

AS RESTATED

31/12/2002

RM'000

	
	
	
	

	Property, Plant and Equipment
	39,788
	
	41,657

	Intangible Assets
	623
	
	477

	Deferred Taxation Asset
	2,500
	
	967

	Current Assets
	
	
	

	
Inventories
	16,157
	
	26,806

	
Trade receivables
	6,262
	
	5,647

	
Other receivables, deposits & prepayments 
	1,775
	
	3,548

	
Fixed deposits with licensed banks
	-
	
	5

	
Cash and bank balances
	9,772
	
	379

	

	33,966
	
	36,385

	Current Liabilities
	
	
	

	
Trade payables 
	4,570
	
	2,256

	
Bankers’ acceptance & trust receipts
	7,601
	
	7,974

	
Other payables & accruals
	3,935
	
	1,602

	
Amount due to directors
	5,953
	
	6,359

	
Hire-purchase creditors
	558
	
	802

	
Term loans
	845
	
	994

	
Bank overdrafts
	2,021
	
	4,308

	
Taxation
	58
	
	58

	
	25,541
	
	24,353


	Net Current Assets
	8,425
	
	12,032

	
	51,336
	
	55,133

	Shareholders’ Funds
	
	
	

	
Share Capital
	60,000
	
	35,000

	
Reserves
	
	
	

	

Share premium
	901
	
	1,437

	

Accumulated loss/Retained profit
	(13,061)
	
	13,926

	
	47,840
	
	50,363

	Minority Interests
	-
	
	130

	Long Term Liabilities
	
	
	

	
Hire-purchase creditors
	718
	
	298

	
Term loans
	2,193
	
	3,757

	
Deferred taxation
	585
	
	585

	 
	51,336
	
	55,133

	Net tangible assets per share (sen)

· calculated based on issued and fully paid-up 60,000,000 (31/12/2002 - 35,000,000) ordinary shares (31/12/2002 - restated to incorporate the prior years’ adjustment arising on the change in accounting policy to comply with MASB 25)
	80
	
	143


(The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual 

   Financial Report for the year ended 31st December, 2002)

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS 

	
	
	CUMULATIVE

CURRENT YEAR 

TO DATE

(UNAUDITED)

31/12/2003

RM’000
	PRECEDING YEAR

CORRESPONDING

PERIOD

(AUDITED)
31/12/2002

RM’000

	 Cash Flow From Operating Activities
	
	
	

	
	
	
	

	 Loss before taxation
	(22,918)
	
	(1,751)

	
	
	
	

	 Adjustments for:-
	
	
	

	
	
	
	

	 Depreciation
	3,506
	
	3,400

	 Gain on sale of property, plant and equipment
	(198)
	
	(175)

	 Gain on disposal of subsidiary company
	(424)
	
	-

	 Allowance for write-down of inventories
	16,102
	
	-

	 Goodwill amortised
	43
	
	34

	 Group’s share of pre-acquisition loss
	(60)
	
	-

	 Interest expense
	1,058
	
	1,290

	 Operating (loss)/ profit before working capital  

 changes
	(2,891)
	
	2,798

	
	
	
	

	Increase in inventories
	(5,453)
	
	(2,255)

	 (Increase)/Decrease in receivables
	(808)
	
	476

	 Increase in payables
	4,855
	
	1,773

	 Cash (used in)/generated from operations
	(4,297)
	
	2,792

	
	
	
	

	 Interest paid
	(1,058)
	
	(1,290)

	 Tax refund
	1,272
	
	-

	 Tax paid
	(151)
	
	(339)

	 Net cash (used in)/provided by operating 

   activities
	(4,234)
	
	1,163

	
	
	
	

	 Cash Flow From Investing Activities
	
	
	

	
	
	
	

	 Net cashflow on disposal of subsidiary company
	(156)
	
	-

	 Proceeds from sale of property, plant and equipment
	318
	
	1,301

	 Purchase of additional shares in a subsidiary
	(260)
	
	-

	 Purchase of property, plant and equipment
	(1,757)
	
	(1,007)

	 Net cash (used in)/provided by investing  

   activities
	(1,855)
	
	294


	 Cash Flow From Financing Activities
	
	
	

	
	
	
	

	 Proceeds from issue of shares
	19,573
	
	-

	 Corporate exercise expenses
	(709)
	
	-

	 Proceeds from term loans
	-
	
	800

	 Repayment of term loans
	(1,276)
	
	(1,308)

	 Financing from hire-purchase creditors
	1,211
	
	556

	 Hire-purchase instalments paid
	(1,035)
	
	(1,045)

	 Net cash provided by/(used in) financing 

   activities
	17,764
	
	(997)

	 Net changes in cash & cash equivalents
	11,675
	
	460

	 Cash & cash equivalents brought forward 
	(3,924)
	
	(4,384)

	 *Cash & cash equivalents carried forward 
	7,751
	
	(3,924)


*Cash & cash equivalents carried forward consists of:-

	
	
	
	

	Cash and bank balances
	9,772
	
	379

	Fixed deposits with licensed banks
	-
	
	5

	Bank overdrafts
	(2,021)
	
	(4,308)

	
	7,751
	
	(3,924)


(The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual 

   Financial Report for the year ended 31st December, 2002)

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY 

	
	Share
	Share
	Retained
	

	
	capital
	premium
	profit
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Year ended 31st December, 2003
	
	
	
	

	At 1st January, 2003
	35,000
	1,437
	13,926
	50,363

	Private placement
	5,000
	173
	-
	5,173

	Rights Issue
	16,000
	-
	(1,600)
	14,400

	Bonus Issue
	4,000
	-
	(4,000)
	-

	Goodwill on acquisition of a subsidiary
	-
	-
	(2)
	(2)

	Corporate exercise expenses incurred

  todate
	-
	(709)
	-
	(709)

	Loss after taxation
	-
	-
	(21,385)
	(21,385)

	At 31st December, 2003
	60,000
	901
	(13,061)
	47,840


	
	
	
	
	

	
	Share
	Share
	Retained
	

	
	Capital
	premium
	profit
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Year ended 31st December, 2002
	
	
	
	

	At 1st January, 2002
	
	
	
	

	As previously reported
	35,000
	1,437
	13,358
	49,795

	Prior years’ adjustments
	
	
	
	

	 - to incorporate the tax effect arising on compliance with MASB 25
	
	
	
	

	   a) temporary difference on property, plant and equipment
	-
	-
	2,867
	2,867

	   b) revaluation reserve
	-
	-
	(602)
	(602)

	As restated
	35,000
	1,437
	15,623
	52,060

	Loss after taxation
	
	
	
	

	As previously reported
	-
	-
	(1,497)
	(1,497)

	Prior years’ adjustments
	
	
	
	

	 - to incorporate the tax effect arising on compliance with MASB 25
	
	
	
	

	   a) temporary difference on property, plant and equipment
	-
	-
	(217)
	(217)

	   b) revaluation reserve (reversal upon disposal of property)
	-
	-
	17
	17

	  
	-
	-
	(1,697)
	(1,697)

	At 31st December, 2002
	35,000
	1,437
	13,926
	50,363


(The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with 

   the Annual Financial Report for the year ended 31st December, 2002)
NOTES

1. Accounting Policies

The quarterly financial statements have been prepared based on the accounting policies and methods of computation consistent with those adopted in the 2002 annual report and in accordance with the applicable Approved Accounting Standards issued by MASB. The Company restated the financial statements in respect of prior years to incorporate the effects on adoption of MASB 25. This change in accounting policy resulted in an additional RM1.533 million deferred taxation asset for the current year.

2. Qualification of Financial Statements

The audited report of the preceding annual financial statements was not subjected to any qualification.

3. Seasonal or Cyclical Factors

The Group’s turnover for the year ending 31st December, 2003 does not suffer from any seasonal or cyclical factors as the customers’ base of the Group has been widen as not to be solely dependent on one market source as in previous year whereby, the Group was heavily relying on the Japanese market. As such, the turnover for the first six months from January to June is comparatively lower than that of the following six months, due to the effect of the long holiday season in Japan which commences at the beginning of the year.

4. Nature and Amount of Unusual Items

The results of the operations of the Group for the financial year were, in the opinion of the Directors, substantially affected by the allowance for write-down of inventories of a subsidiary amounting to RM16,102,074.
5. Nature and Amount of Changes in Estimates

There were no changes in estimates reported in previous financial year.

6. Debt and Equity Securities

The issued and paid up share capital of the company was increased to RM60,000,000 with the following:-

i) Allotment of 5,000,000 new ordinary shares of RM1.00 each from the Private Placement on 13th August, 2003, payable as follows:-

a) 3,882,000 Placement Shares issued at RM1.01 per share after a discount of ten percentum (10%) from the five (5) days weighted average market price of the Company’s shares from 31st July, 2003 to 6th August, 2003 of RM1.12. The aforesaid 3,882,000 Placement Shares were issued for the purpose of meeting the National Development Policy requirement and the condition as imposed by the Ministry of International Trade and Industry vide its letter dated 27th February, 2003. 

b) The remaining 1,118,000 Placement Shares issued at RM1.12 per share which is equivalent to the abovementioned weighted average market price of the Company’s shares of RM1.12 for the five (5) days weighted average market price of the Company’s shares from 31st July, 2003 to 6th August, 2003.

ii) Allotment of 16,000,000 new ordinary shares of RM1.00 each from the two-calls Rights Issue with Warrants on 15th December, 2003, payable as follows:-

a) The first call for each Rights Share shall be RM0.90 paid in full in cash upon application. The first cash call of RM0.90 per Rights Share represents a discount of RM0.1506 or approximately 14.26% from the theoretical ex-all price of RM1.0506 per share after the Rights Issue with Warrants and Bonus Issue, based on the five (5) days weighted average market price of the Company from 8th August 2003 to 14th August 2003 of RM1.2159 per share.

b)
The remaining second call for each Rights Share of RM0.10 was capitalized from the retained profits account of the Company.

The Board has on 15th August, 2003, fixed the exercise price of the Warrants to be issued together with the Rights Shares under the Rights Issue with Warrants at RM1.00 per share. The exercise price of RM1.00 per share, which is equivalent to the par value of the Company’s shares, represents a discount of RM0.0506 or approximately 4.8% from the theoretical ex-all price of RM1.0506 per share based on the five (5) days weighted average market price of the Company’s shares from 8th August, 2003 to 14th August, 2003 of RM1.2159 per share.

iii) Capitalisation of an additional 4,000,000 new ordinary shares of RM1.00 each as Bonus Issue on 15th December, 2003.

The additional 5,000,000 new ordinary shares of RM1.00 each issued pursuant to the aforesaid Private Placement has been granted listing and quotation on the Second Board of the Malaysia Securities Exchange Berhad (“MSEB”) with effect from 20th August, 2003. The additional 20,000,000 new ordinary shares of RM1.00 each issued pursuant to the Rights Issue and Bonus Issue together with the Warrants were granted listing and quotation on the Second Board of MSEB with effect from 19th December, 2003.

Gross proceeds arising from the Private Placement and the Rights Issue amounting to RM19,572,980 have been utilised as follows:-

	
	Utilisation
	Proposed

Utilisation
	Utilised
	Balance not

yet utilised

	
	
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	1)
	Repayment of bank borrowings
	5,000
	4,415
	585

	2)
	Working capital requirements
	13,373
	7,073
	6,300

	3)
	Estimated corporate exercise expenses
	1,200
	709
	491

	
	Total proceeds
	19,573
	12,197
	7,376


7. Dividend Paid

There were no dividend paid during the quarter under review. 

8. Segmental Reporting

The Group operates principally in the manufacturing and distribution of furniture and related products. Accordingly, information by industry segment on the Group operations is not presented.

The Group operates predominantly in Malaysia and accordingly, information by geographical location on the Group operations is also not presented.

9. Valuations of Property, Plant and Equipment

The properties which were revalued have been brought forward from the previous financial statements and there were no valuations of property, plant and equipment for the financial year ended 31st December, 2003.
10. Subsequent Events

There were no material events subsequent to 31st December, 2003 at the date of this quarterly report. 

11. Changes in the Composition of the Group

During the current financial quarter ended 31st December, 2003:-

i) the Company on 19th December, 2003, acquired 2 ordinary shares of RM1.00 each, representing 100% of the issued and paid-up share capital of Len Cheong Trading Sdn Bhd for a total cash consideration of RM2.00. A General Announcement to the MSEB was made on 19th December, 2003.

ii) Ka Ya Furniture Sdn Bhd (“KYF”), a wholly-owned subsidiary of the Company, has on 31st December, 2003 disposed off 360 ordinary shares of Japanese Yen 50,000.00 each, representing 90% of the entire issued and paid-up share capital of Ka Ya Japan Co. Ltd (“KYJapan”) via a Shares Buy-back exercise carried out by KYJapan on 31st December, 2003 for a total cash consideration of Japanese Yen 1,000,000 (“RM34,895”). Upon the disposal, KYJapan cease to be a sub-subsidiary of the Company via KYF. A General Announcement to MSEB was made on 24th February, 2004.

12. Contingent Liabilities or Contingent Assets 

Outstanding corporate guarantees given to various financial institutions for facilities granted to subsidiary companies as at 31st December, 2003 is RM14,370,425.

13. Review of Performance

Turnover of the Group reduced to RM11.084 million for the current quarter which represents 28.81% decrease over that of RM15.569 million achieved in the preceding year corresponding quarter. The current quarter registered a loss before taxation and minority interests of RM21.248 million as compared to the result of the same period last year of profit before taxation and minority interest of RM1.163 million (as restated). The main reasons for the variation are explained in Note 16.

14. Comparison with Immediate Preceding Quarter's Results

	
	Current Year Quarter

31/12/2003

RM'000
	
	Immediate

Preceding

Quarter

30/9/2003

RM'000
	
	%

+/-

	
	
	
	
	
	

	Turnover
	11,084
	
	9,086
	
	+21.99

	Loss before taxation and 

  minority interests
	(21,248)
	
	(659)
	
	-3,124.43


The turnover of RM11.084 million for the fourth quarter ended 31st December, 2003 as compared to a turnover of RM9.086 million achieved for the immediate preceding quarter, represent an approximate increase of 6.33%. The result for the current year quarter however charted a loss before taxation and minority interests of RM21.248 million as compared to RM0.659 million in the immediate preceding quarter. The main reasons for the variation are explained in Note 16.

15. Current Year Prospects

Year 2003 was a very difficult year for the Group. It was at the year end, the Management and Directors collectively set new thinkings to embark on new marketing strategies, planning new business directions and reviewing its business focus to keep in line and to date with the challenges of the furniture industries in particular and the global economy in general. In the previous years, the Group heavily relied on the Japanese market as its main source of revenue, leaving not more than 10% of the Group’s turnover achieved from sales outside Japan. It has now been decided to move the Group’s products and its market from a heavy concentration in Japan to the US market. This represents a big change in market product environment whereby the Group produced mainly dining and tables sets for the Japanese market whereas for the US market, orders are mainly for bedroom sets with different finishes, designs, colours and sizes. It was indeed a challenge to overcome and the Management took it as a year of learning and adjustment.

The Directors expects a better performance in year 2004, after having gone through bitter learning experience in year 2003. We intend to diversify into different region to capture a bigger market segment especially in bedroom sets. Our marketing strategy is to aggressively participate in furniture fairs and making samples for our customers to assist them in promotion of our products. Our Group’s goal is to create partnership arrangement with importers in the respective regions. We have learned how to achieve efficiency and productivity in the new management perspective. We are planning to implement the ERP system and this will further improve the cost and productivity efficiency of the factory operations. 

Favourable factory statistic should be shown in the next quarterly announcement for the period ending 31st March, 2004. The Group has established itself in the competitive market as a manufacturer of quality products. Besides supportive customers who placed orders on regular basis, the Group has secured orders in hand that should keep us busy for the year 2004. With plans to enter and venture into the European and the Middle East market, the Directors is confident that year 2004 should be a better year. 

16. Profit Forecast

In conjunction with the submission to the relevant authorities for approval of the Corporate Proposals as set out in paragraph 20, the Group forecasted a profit after taxation of RM0.517 million for the financial year ended 31st December, 2003. 

The Group herein reported a loss after taxation of RM21.385 million for the financial year ended 31st December, 2003, which represents showing a deviation of RM21.902 million as compared to the forecasted profit after taxation of RM0.517 million.

The reasons giving rise to the deviations were principally due to:-

	
	
	
	RM’000

	
	
	
	

	i)
	Allowance for write-down inventories of a subsidiary
	
	16,102

	ii)
	Expenses incurred in preparation to take on substantial orders from new customers 
	
	1,650

	iii)
	Loss of profitable contribution from failure to secure expected contracts
	
	2,400

	iv)
	Repairs of machineries and replacement of expensive parts
	
	100

	v)
	Loss incurred on claims made good on rejected goods
	
	650

	vi)
	Higher production and operating cost
	
	2,957

	vii)
	Gain on disposal of a subsidiary
	
	(424)

	viii)
	Deferred taxation asset
	
	(1,533)

	
	
	
	21,902


17. Taxation

	
	Current
	
	Current

	
	Year
	
	Year

	
	Quarter
	
	To Date

	
	31/12/2003
	
	31/12/2003

	
	RM’000
	
	RM’000

	
	
	
	

	Current taxation :
	
	
	

	Current period provision
	(75)
	
	-

	
	
	
	

	Deferred taxation :
	
	
	

	Transferred from deferred taxation
	(1,174)
	
	(1,533)

	
	
	
	

	
	(1,249)
	
	(1,533)


No provision for taxation is applicable on the Group’s result for the year.

18. Sale of Investments and/or Properties

Except for the disposal of the KYJapan as disclosed in Note 11(ii) above, there were no other sale of investment and/or properties for the current financial period ended 31st December, 2003. Profit resulting from the disposal is RM423,511.

19. Quoted Securities

There was no purchase or disposal of quoted securities for the current financial year ended 31st December, 2003.

20. Status of Corporate Proposals

The Company had received approvals from all the relevant authorities as well as approvals from its shareholders at the EGM held on 23rd May, 2003 in respect of Corporate Proposals submitted to relevant authorities on 26th November, 2002, which comprise the following:-

i) Proposed Private Placement of 5,000,000 new ordinary shares of RM1.00 each to Dato’ Paduka Hanapi Bin Suliman, the Executive Chairman of the Company;

ii) Proposed renounceable two-call Rights Issue of 16,000,000 new ordinary shares of RM1.00 each together with 8,000,000 free detachable Warrants on the basis of two (2) Rights Shares with one (1) Warrant for every five (5) shares held after the Proposed Private Placement, whereby the first call shall be in the form of a cash payment and the second call to be capitalized from the retained profits of the Company;

iii) Proposed Bonus Issue of 4,000,000 new ordinary shares of RM1.00 each in the Company on the basis of one (1) Bonus Share for every four (4) Rights Shares subscribed by the existing shareholders and/or their renouncees pursuant to the Proposed Rights Issue with Warrants;

iv) Proposed establishment of Employees Share Option Scheme (ESOS) to the eligible employees and executive directors of the Company and its subsidiaries;

v) Proposed granting of Options under the Proposed ESOS to the Executive Directors of the Company;

vi) Proposed amendment to Article 166 of the Articles of Association of the Company to facilitate the Proposed Bonus Issue; and

vii) Proposed increase in authorised share capital from RM50,000,000 comprising 50,000,000 ordinary shares of RM1.00 each to RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each.

The Company has completed the abovementioned Corporate Proposals except for Proposal (v) at the date of this announcement.

These mentioned proposals are meant to ensure compliance with the minimum paid up requirement of the Second Board of KLSE and to raise additional working capital for the Group. 

21. Group Borrowings

As at 31st December, 2003

	
	Secured

RM
	Unsecured

RM
	Total

RM

	Short term borrowings
	
	
	

	  Bankers’ acceptance & trust receipts
	7,601
	-
	7,601

	  Hire-purchase creditors
	558
	-
	558

	  Term loans
	845
	-
	845

	  Bank overdrafts
	2,021
	-
	2,021

	
	11,025
	-
	11,025

	Long term borrowings
	

	
	


	  Hire-purchase creditors
	718
	-
	718

	  Term loans
	2,193
	-
	2,193

	
	2,911
	-
	2,911

	Total
	13,936
	-
	13,936


22. Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date of this quarterly report.

23. Material Litigation

There were no material litigation at the date of this quarterly report.
24. Dividend Proposed

No dividend is recommended for the quarter.

25. Earnings per share

Earnings per share is calculated by dividing the Company’s profit after taxation by:-

	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	CURRENT

YEAR

QUARTER

31/12/2003

RM
	PRECEDING

YEAR

CORRESPONDING

QUARTER

31/12/2002

RM
	
	CURRENT

YEAR

TO DATE

31/12/2003

RM
	PRECEDING

YEAR

CORRESPONDING

PERIOD

31/12/2002

RM

	Basic
	Weighted average number of 41,676,712


	
	Issued and paid-up 35,000,000 ordinary shares


	
	Weighted average number of 41,676,712


	
	Issued and paid-up 35,000,000 ordinary shares



	Fully diluted
	Issued and paid-up 60,000,000 ordinary shares
	
	Issued and paid-up 35,000,000 ordinary shares
	
	Issued and paid-up 60,000,000 ordinary shares
	
	Issued and paid-up 35,000,000 ordinary shares


BY ORDER OF THE BOARD

YEAP CHONG MING

MANAGING DIRECTOR

Dated : 

