Notes to Quarterly Report for the Quarter ended 31 January 2000

1. The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual financial statement.

2. There is no exceptional item for the period ended 31 January 2000.

3. There is no extraordinary item for the period ended 31 January 2000.

4. The tax figures for the period ended 31 January 2000 do not contain any deferred tax and/or adjustment for under or over provisions in respect of prior years.

5. There is no pre-acquisition profits for the current financial period to date.

6. There is no profit on any sale of investments and/or properties for the current financial period to date.

7. There is no purchase or disposal of quoted securities by the companies within the Group.

8. There is no effect of changes in the composition of the company for the current financial period to date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuing operations.

9. Status of Corporate Proposals

As previously disclosed in the second quarterly report, the Securities Commission (“SC”) had, vide its letter dated 15 December 1999, approved the following, as proposed:

(i) Bonus issue of 10,000,000 new ordinary shares of RM1.00 each on the basis of one (1) new ordinary share for every three (3) existing ordinary shares held (“Bonus Issue”);

(ii) Renounceable rights issue of 40,000,000 new ordinary shares of RM1.00 each with 40,000,000 detachable free warrants on the basis of four (4) new ordinary shares and (4) warrants for every three (3) ordinary shares held (before the Bonus Issue) at an issue price to be determined later (“Rights Issue”); and

(iii) Employees’ share option scheme up to a maximum of 10% of the issued and paid-up capital of Komarkcorp (“ESOS”).

(hereinafter referred to as “Proposals”)

Subsequent to the aforesaid SC’s approval on 15 December 1999, the followings have taken place:

(i) The Rights Issue price and the exercise price of the warrants have been fixed at RM1.36 per share and RM1.70 per share respectively on 4 January 2000;

(ii) On 14 January 2000, Amanah Merchant Bank Berhad (“Amanah”) made an application on behalf of the Company to the SC for the revision of the bye-laws of the ESOS (“Revised ESOS”). The Revised ESOS will allow a discount of not more than 10% from the five (5) days weighted average market price of Komarkcorp shares immediately preceding the date of offer for the determination of the exercise price of the new shares under the options granted pursuant to the ESOS.  The SC had, vide its letter dated 8 February 2000, approved the Revised ESOS, as proposed;

(iii) The Ministry of Finance had, vide its letter dated 25 January 2000, approved the exemption from Section 365 (1A) of the Companies Act, 1965 sought by the Company pertaining to the Bonus Issue;

(iv) On 16 February 2000, Amanah made an application on behalf of the Company to the SC for the revision of utilisation of proceeds from the Rights Issue (“Revised Utilisation”).  The SC had, vide its letter dated 24 February 2000, approved the Revised Utilisation as proposed, as set out below:


Previously approved by the SC on 15 December 1999
Revised Utilisation approved by the SC on 24 February 2000



RM’000
RM’000

1.
Repayment of bank borrowings
25,600
25,600

2.
Part finance the purchase of machinery for new project
7,000
7,000

3.
Thailand manufacturing plant (purchase of machinery)
2,000
-

4.
Investment in China (purchase of machinery)
3,000
-

5.
Australia sales office (working capital)
1,000
1,000

6.
Working capital
5,600
14,220*

7.
Purchase of machinery for the Malaysian operations
-
4,780

8.
Estimated expenses
1,800
1,800

Total
46,000
54,400

*
after adjusting for the following:

· additional proceeds arising from the price fixing of the Rights Issue price of RM1.36 compared to the estimated rights issue price of RM1.15 amounting to RM8.4 million

-
the transfer of excess funds of RM0.22 million arising from the Revised Utilisation

The Revised Utilisation was approved subject to the following conditions:

(a) The proceeds allocated for working capital must be utilised for the financing of the core activities of the Komarkcorp Group, namely the manufacturing activities and not for any cash acquisition or refinancing of cash acquisition; and

(b)
Supporting documents for the utilisation of proceeds must be submitted to the SC.
(v) The Kuala Lumpur Stock exchange had, vide its letter dated 25 February 2000, approved the bye-laws of the ESOS.

10. There are no comparative figures to comment on,as this the third quarter.

11. There is no issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period to date.

12. Group borrowings as at the end of the reporting period : -

Short Term Borrowings



As at 31/01/2000
As at 30/4/1999



RM’000
RM’000

Banker acceptances
- secured
2,227
731


- unsecured
1,104
359

Trust receipts
- secured
5,061
2,127


- unsecured
1,210
2,022

Term loans
- secured
64
1,768

Bank overdrafts
- secured
16,459
13,165


- unsecured
1,013
1,462








27,138
21,634






Lease and hire purchase creditors

4,179
4,468






Long Term Borrowings


RM’000
RM’000

Term Loans
14,090
5,173

Lease and hire purchase creditors
3,653
4,808

13. There is no contingent liabilities as at 31st March 2000 for the period ended 31st January 2000..

14. There is no financial instruments with off balance sheet risk as at 31st March 2000 for the period ended 31st January 2000.

15. There is no pending material litigation as at 31 March 2000 for the period ended 31 January 2000.

16. Analysis by Geographical Location


Turnover
Profit before Taxation
Net Assets Employed


RM’000
RM’000
RM’000

Malaysia
27,603
(728)
31,857

China
13,951
2,538
19,399

Singapore
6,347
57
3,105







47,901
1,867
54,361






Analysis by Business Class


Turnover
Profit before Taxation
Net Assets Employed


RM’000
RM’000
RM’000

Manufacturing of self adhesive labels and stickers and trading of related products
42,351
456
41,677

Manufacturing of machineries
5,550
1,411
12,684







47,901
1,867
54,361

17. There are no material change in Profit Before Tax compare to the preceding quarter.

18. There is no significant trend or event in this regard.

19. In view of the economic recovery in the region, the future prospect of the group is good. However, the cost of raw materials is anticipated to increase.

20. There are no comparison figures to comment on, as this will be the third quarter.

21. No dividend has been  recommended  by the Board of Directors for the period ended 31 January 2000.
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