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PART A - EXPLANATORY NOTES PERSUANT TO MASB 26

1. basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Bursa Malaysia”).


The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2004. These explanatory notes attached to the interim financial statements provides an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2004.


The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 December 2004.

2. Auditors' Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2004 was not qualified. The auditors’ report contained an emphasis of matter that the going concern of the Group and the Company is dependent upon the continuing financial support from their bankers and the success of their future operations.  

3. COMMENTS ABOUT SEASONAL OR CYCLICAL FACTORS


The business operations of the Group were not affected by any significant seasonal or cyclical factors in the current quarter. However, ceramic roofing tiles business is generally dependent on the state of the domestic property market.

4. UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE OR INCIDENCE


There were no unusual items affecting the assets, liabilities, equity, net income, or cash flows during the financial period ended 31 March 2005. 

5. CHANGES IN ESTIMATES

There were no changes in estimates that have had a material effect in the current quarter.
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6. DEBT AND EQUITY SECURITIES


There were no issuance and repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period ended 31 March 2005.

7. DIVIDENDS PAID

No dividend has been paid or declared since the end of the previous financial year.

8. SEgMENT INFORMATION
	
	Segment

 Revenue
	
	Loss

 Before tax

	
	3 months ended

	
	31.3.2005
	31.3.2004
	
	31.3.2005
	31.3.2004

	
	RM ‘000
	RM ‘000
	
	RM ‘000
	RM ‘000

	
	
	
	
	
	

	Malaysia
	11,361
	15,380
	
	(4,534)
	(5,861)

	China
	5,317
	6,961
	
	(2,567)
	(1,662)

	Total
	16,678
	22,341
	
	(7,101)
	(7,523)



Segmental reporting by business segments has not been prepared as the Group's operations are substantially in manufacturing only.

9. CARRYING AMOUNT OF REVALUED ASSETS
The valuations of certain land and buildings in property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 31 December 2004.

10. subsequent EVENTS 
There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements for the current quarter under review except that the Company’s production plants located at Pasir Gudang, Johor had gradually scaled down production since 26 April 2005 due to quality issues arising from cash flow constraints. The management of the Company has subsequently decided to completely shut down the two production plants on 26 May 2005. This is to facilitate the cleaning, draining and also to discharge the remaining glass residues in the said furnaces.  

Meanwhile, the Company will endeavor to sell the existing stocks on hand to generate cash flow for existing operation. Other activities such as packing and sales would continue as usual as the Company has existing stocks that are readily available for delivery.

The Company plans to recommence production in the next two to three months in time to meet demand during festive seasons. 

The Company will make arrangements with its customers to allow late deliveries to mitigate any losses.
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11. CHANges in the composition of the group

There was no change in the composition of the Group during the quarter under review.  

12. CHANGES IN contingEnt liabilities AND CONTINGENT ASSETS
There were no material contingent liabilities and assets since the last annual balance sheet as at 31 December 2004.

13. CAPITAL COMMITMENTS

There were no capital commitments as at 31 March 2005.

14. RELATED PARTY TRANSACTIONs
	
	
	
	3 months

	
	
	
	Ended

	
	
	
	31.3.2005

	
	
	
	RM'000

	Sales of finished goods to :
	
	
	

	
	
	
	

	Companies in which a director, Mr Agus Nursalim, has interest :
	
	
	

	
	
	
	

	Kah Hong Trading Sdn. Bhd.
	
	
	671

	P.T Kedaung Sentra Distribusi
	
	
	81

	
	
	
	

	Companies in which the directors, Mr Agus Nursalim and Mr Lam Tin Sing, have interests :
	
	
	

	
	
	
	

	Forincorp International Ltd.
	
	
	1,019

	Komodo International Corporation
	
	
	716

	Global Tableware Inc. Sdn. Bhd.
	
	
	895

	
	
	
	

	Company in which a director, Mr Lam Tin Sing, has interest :
	
	
	

	
	
	
	

	Glasslite Sdn. Bhd.
	
	
	2
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	3 months

	
	
	
	Ended

	
	
	
	31.3.2005

	
	
	
	RM'000

	
	
	
	

	Purchases of raw materials and moulds from the following companies in which a director, Mr Agus Nursalim, has interest :
	
	
	

	
	
	
	

	Kah Hong Trading Sdn. Bhd.
	
	
	51

	Hongly Mould Engineering (Suzhou) Ltd.
	
	
	107

	
	
	
	

	Sales commission paid to :
	
	
	

	
	
	
	

	Company in which the directors, Mr Agus Nursalim and Mr Lam Tin Sing, have interests :
	
	
	

	
	
	
	

	Global Tableware Inc. Sdn. Bhd.
	
	
	76

	
	
	
	

	Export sales promotion expenses paid to P.T. Kedaung Industrial Ltd., a company in which a director, Mr Agus Nursalim, has interest
	
	
	94

	
	
	
	


The directors are of the opinion that all the transactions above have been entered into in the normal course of business and have been established on terms and conditions that are not materially different from those obtainable in transactions with unrelated parties.
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15. performance Review 
Compared to the preceding year corresponding quarter, the Group recorded a lower turnover of RM16.7 million for the current quarter as compared to that of RM22.3 million in the preceding year corresponding quarter due to the downward pressure on the selling price of its products while disposing some of its old stocks, especially to the overseas market, which has caused the significant decrease in the average selling price. However, the Group recorded a lower loss before taxation of RM7.1 million for the current quarter as compared to that of RM7.5 million in the preceding year corresponding quarter as a result of stringent cost control policy implemented by the subsidiary companies.

In the opinion of the directors, there are no other items, transactions or events of a material and unusual nature which have arisen from 31 March 2005 to the date of this report, which would substantially affect the financial results of the Group and of the Company for the period ended 31 March 2005.

16. VARIATION OF RESULTS AGAINST PRECEDING QUARTER

The Group's turnover has decreased to RM16.7 million for the current quarter as compared to that of RM22.3 million recorded in the preceding quarter due to the significant decrease in average selling price of its products.  However, the loss before taxation has improved to RM7.1 million as compared to that of RM24.3 million in the preceding quarter due to the significant expenses incurred in the preceding quarter as follow:

1. Write off of certain plant and machinery of RM4.9 million;  

2. Write off of inventories of the Company of RM0.8 million;

3. Write down of inventories of the Company of RM1 million;
4. Write down of inventories of a subsidiary of RM0.7 million;
5. Impairment loss on property, plant and equipment of the Company of RM7.9 million ; and
6. Impairment loss on investment properties of a subsidiary of RM 0.8 million.  
17. COMMENTARY ON Prospects

Since the business of the Group and the Company are export-oriented, the global economic uncertainties such as the weakening of the US currency and the escalating oil prices would have an impact on the export sales segment. 

The future of the Group and especially the Company depends on the recommencement of production after the shut down referred to in Note 10 and a lot on the assistance and collaboration of the Kedaung Export Division in Jakarta for the export sales segment. Currently the management is focusing on the marketing strategies in developing the local market segment to overcome the off-peak overseas sales. It has also implemented cost cutting measures to reduce cost. 
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18. Profit FORECAST OR PROFIT GUARANTEE


Not applicable. 
19. TaxATION

There is no tax charge for the Group as the Company and its subsidiaries are in tax loss position for the current quarter.

20. SALE OF uNQUOTED INVESTMENTS AND PROPERTIES
There were no sales of unquoted investments or properties during the quarter under review.

21. Quoted SECURITIES

There were no purchases or disposal of quoted investments or securities during the quarter under review.

22. CORPORATE PROPOSALS 

There were no other corporate proposals announced during the period under review.

23. BORROWINGS AND DEBT SECURITIES

	
	
	
	As at 31.3.2005

	
	
	
	RM'000

	
	
	
	

	(a)
	Secured borrowings
	
	57,469

	
	Unsecured borrowings
	
	53,730

	
	
	
	111,199

	
	
	
	

	(b)
	Short term 
	
	105,846

	
	Long term
	
	5,353

	
	
	
	111,199

	(c)
	Denominated in:-
	
	

	
	 - Ringgit Malaysia
	
	96,916

	
	 - US Dollars
	
	10,867

	
	 - Renminbi
	
	3,416

	
	
	
	111,199


24. Off Balance Sheet FINANCIAL INSTRUMENTS


There were no financial instruments with off balance sheet risk as at the date of this report.
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25. CHANGES IN Material Litigation

(a) In the previous financial year, Bumiputra-Commerce Bank (L) Limited, a licensed offshore bank, filed a Writ of Summons in the High Court of Sabah and Sarawak in Kuching against one of the Company’s subsidiaries, KIG Ceramics Industrial Sdn. Bhd. (KIGC), for allegedly defaulting to pay quarterly principal installment repayments amounting to USD1.49 million.  The outstanding balance in respect of the Offshore Term Loan Facility stood at approximately USD2.23 million. 

Another lender of KIGC, OUB Bank (Malaysia) Berhad, commenced legal proceedings and obtained judgment against KIGC for default of principal and interest. As the Company gave a corporate guarantee for the aforesaid borrowings, the Company was joined as the 2nd defendant in the aforesaid suit. However, the parties in the aforesaid suit have entered into a settlement agreement and KIGC is currently settling the judgment sum by way of installments. 

(b) Another subsidiary of the Company, Zibo Jiali Glass Industry Co. Ltd (ZICO), has been served with a letter from one of the bankers to recall the outstanding loan principal of USD1.4 million. As the Company gave a corporate guarantee for the aforesaid borrowings, the bank has filed a Writ of Summons in the High Court of the Republic of Singapore on 30 March 2005 for the default payment of loan from ZICO amounting to USD1.44 million and the interest on the principal sum at the rate of 7.5% above Singapore Interbank Offered Rate (SIBOR) compounded monthly from 1 February 2005 until the date of full payment.

In the previous financial year, ZICO has also defaulted in the payment of loan principal of RMB1,400,000 to one of the local banks in the Peoples' Republic of China.  The bank has recovered the amount from the guarantor, Jia Zhou Re Dian ("JiaZhou").  ZICO has repaid RMB200,000 to JiaZhou in the previous financial year. During the period, JiaZhou has initiated legal proceeding against ZICO.  However, the parties in the aforesaid suit have entered into a settlement agreement and ZICO is currently settling the judgment sum by way of installments. 


(c) 
On 17 May 2005, the Company received a Notice of Demand from a legal firm representing Bumiputra-Commerce Bank Berhad (BCB), for claim of outstanding amount under all credit facilities granted by BCB. The amount claim under the facilities is approximately RM51 million. The Company’s legal representative is currently addressing this matter.

The Group are in process of exploring the possibility of undertaking a restructuring exercise which would address all the defaults faced by the Company. 

As at date of this report, there were no changes in material litigation.

26. dividend PAYABLE


The Board of Directors has not recommended any interim dividend for the current quarter and current financial period-to-date.
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27. LoSS PER SHARE

	
	3 months ended

	
	31.3.2005
	31.3.2004

	
	
	

	(a)
Basic loss per share
	
	

	
	
	

	
Net loss for the period (RM’000)
	6,318
	7,042

	
Number of ordinary shares in issue (’000)`
	163,033
	163,033

	`
	
	

	
Basic loss per share (sen)
	3.88
	4.32


(b) Diluted earnings per share

The Group has not issued any financial instruments, contracts or options, that may entitle its ordinary shareholders to any dilutive potential ordinary shares.

By Order of the Board

Tan Soi Lim

Company Secretary

Date : 30 May 2005

