KOMARKCORP BERHAD

AND ITS SUBSIDIARIES

(Company No. 374265 - A)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT ON CONSOLIDATED RESULTS

FOR THE PERIOD ENDED 30 APRIL 2006


A1.
Basis of preparation


The interim financial report is unaudited and has been prepared in compliance with the Financial Reporting Standard (“FRS”) 1342004, and paragraph 9.22 of the Bursa Malaysia Securities Berhad Listing Requirements. The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 30 April 2005.


The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the annual financial statements for the year ended 30 April 2005 with the exceptions that the Group has in the past regarded reinvestment allowance as unutilized tax credit and recognized the deferred tax assets arising from reinvestment allowance to the extend of deferred tax liabilities. With the adoption of strict compliance to FRS1122004, the Group has changed its accounting policy and shall not recognize deferred tax assets arising from reinvestment allowance and restate its prior year retained profit and deferred tax liabilities arising therefrom. 


Below are the financial effects as a result of the adoption of FRS1122004:-

	
	Previously stated
	Adjustments -FRS112
	Restated

	
	(RM'000)
	(RM'000)
	(RM'000)

	
	
	
	

	Retained earning 
	2,006 
	(767)
	1,239 

	
	
	
	

	Deferred tax liabilities
	330 
	767 
	1,097 



The following notes explain the events and transactions that are significant to gain an understanding of the changes in the financial position and performance of the Group since the financial year ended 30 April 2005.

A2.
Audit Report

The audited report of the Group’s annual financial statements for the year ended 30 April 2005 was not qualified.

A3.
Seasonal or Cyclicality of Interim Operations

The business operations of the Group were not materially affected by any seasonal or cyclical factors.

A4.
Exceptional / Extraordinary Items

There were no exceptional / extraordinary items for the current financial period.
A5.
Changes in Estimates

Following the reassessment of the estimated useful life, the Directors of the Group are of the opinion that the negative goodwill shall be charged in full in the current year. The effect of the change in accounting estimate has increased the Group profit by RM1.367 million during the financial year. 
A6. 
Debts and Equity Securities

There was no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury and resale of treasury shares for the current financial period to date.

A7.
Dividend Paid

There was no dividend has been recommended by the Board of Directors for the period ended 30 April 2006.

A.8
Segmental Information


Business Segments (30 April 2006)




     Manufacturing
Manufacturing
Elimination
Consolidated




   Of Self Adhesive
 of Automatic




        Labels and 

   Labelling

  Stickers and Trading
  Machineries




  Of Related Products




             RM ‘000

    RM ‘000
  RM ‘000
    RM’000



Revenue from

 External Customers
98,971

       4,066
           --

      103,037


Inter-segment revenue
      --

       2,174
      (2,174)

--
    

Total Revenue

98,971

       6,240
      (2,174)                103,037

Segment Results

  7,562                         2,060
           --                        9,622

Unallocated Expenses






       (3,810)

Operating Profit







        5,812


Financing Costs







       (4,402)



Interest Income







              31



Share of profit 


      of associate

        31





               31 

Profit before Taxation






         1,472  

Taxation








        (  919)

Minority Interest







              73 



Net Profit for the Year






            626  


Segmental Assets
             180,419 

     22,886                                                203,305
   Investment in Associate
      102

            --

  
              102 Unallocated assets






                  3

Total Assets







       203,410

Segment liabilities
14,659

      5,616      


        20,275

Unallocated liabilities






        74,761

Total Liabilities







        95,036









Capital Expenditure
 14,273

          - -


        
         14,273
Depreciation and


     Amortisation 

(6,201)

       (562)


         (6,763)

Non-cash expenses 


      Other than 


      Depreciation and


      Amortisation

  ( 612 )

        (67)         

                         ( 679 )

Business Segments (30 April 2005)




     Manufacturing
Manufacturing
Elimination
Consolidated




   Of Self Adhesive
 of Automatic




        Labels and 

   Labelling

  Stickers and Trading
  Machineries




  Of Related Products




             RM ‘000

    RM ‘000
  RM ‘000
    RM’000



Revenue from

 External Customers
98,973

       3,682
           --

     102,655

Inter-segment revenue
  

       1,794
      (1,794)

--
    

Total Revenue

98,973

       5,476
      (1,794)                102,655

Segment Results

  8,707                         2,633  
           --                      11,340

Unallocated Expenses






      ( 3,011)

Operating Profit







        8,329


Financing Costs







      ( 3,552)



Interest Income







             36



Share of profit 


      of associate

       23





              23

Profit before Taxation






         4,836  

Taxation







                      (3,463)

Minority Interest







          ( 134)



Net Profit for the Year






          1,239 


Segmental Assets
             177,755 

     20,846                                                198,601
   
Investment in Associate
        73

            --

  
               73

Unallocated assets






               25
Total Assets







      198,699

Segment liabilities
 13,200

      7,359


       20,559

Unallocated liabilities






       67,097










       87,656









Capital Expenditure
 10,354

         616


        10,970

Depreciation and


     Amortisation 

 (5,304)

     (3,136)


        (8,440)


Non-cash expenses 


      Other than 


      Depreciation and


      Amortisation

    (313)
     
         (449)            

          (762)

Geographical Segments (30 April 2006)




             Malaysia    China   Singapore   Thailand    Others   Elimination   Consolidated





             RM’000   RM’000   RM’000   RM’000     RM’000   RM’000          RM’000


Revenue from

 External Customers

40,462    47,115     7,397        8,063               --
             103,037

Inter-segment revenue 
  4,701            --         169            --                 --         ( 4,870)            - -__                          

Total Revenue

45,163    47,115     7,566        8,063               --         ( 4,870)       103,037

Segment Results

  4,613      4,131         166          746             ( 34 )           --                9,622

Unallocated expenses






              (  3,810)


Operating Profit






                  5,812

Financing Costs





     
               ( 4,402)



Interest Income






                       31



Share of profit 










     of associate

        31_



                                         31

Profit before Taxation


              



                 1,472

Tax Expense






                (  919 )


Minority interest






                   _73_
  

Net Profit for the Year





               _ _626_  
Segmental Assets
                 110,413   75,798    2,583       14,296            215                             203,305
   
Investment in Associate
      102          --           --              --                --         
                     102

Unallocated assets






                         3  

Total Assets






              203,410
Segment Liabilities

  7,326      7,966       379         4,587              17                               20,275


Unallocated liabilities






                74,761

Total Liabilities






                95,036

Capital Expenditure

  11,092     5,188          --               96               --      (2,102)             14,274

Depreciation and


     Amortisation
                  (1,896 )    (4,271 )    (81 )        (535 )          ( 6 )             26              ( 6,763 )

Non-cash expenses 


    Other than Depreciation


    and Amortisation

  (368)       (153)       (27)          (131)           --            
                  ( 679 )

 
Geographical Segments (30 April 2005)




             Malaysia    China   Singapore   Thailand    Others   Elimination   Consolidated





             RM’000   RM’000   RM’000   RM’000     RM’000   RM’000          RM’000


Revenue from

 External Customers

40,416    49,169      6,215      6,855               --
            102,655

Inter-segment revenue 
  4,085           --            --
--               --      (4,085)                     --    

Total Revenue

44,501    49,169      6,215      6,855               --      (4,085)          102,655

Segment Results

  5,664      5,435         194         447           (463)          63              11,340

Unallocated expenses






              ( 3,011)


Operating Profit






                8,329

Financing Costs





     
               (3,552)



Interest Income






                     36



Share of profit 










     of associate

        23



                                       23 

Profit before Taxation


              



                 4,836

Tax Expense






                (3,463)


Minority interest






                   (134)
  

Net Profit for the Year





                  1,239_   
Segmental Assets
                 103,525   78,857    2,580       12,878            761                             198,601
   
Investment in Associate
        73          --           --              --                --         
                      73


Unallocated assets






                      25
Total Assets






             198,699
Segment Liabilities

  6,112     7,934        215         6,063           235                               20,559


Unallocated liabilities






               67,097

Total Liabilities






               87,656

Capital Expenditure

 1,960      7,111        179        2,847               --         (1,127)           10,970

Depreciation and


     Amortisation

(3,488)    (4,048)       (51)       (495)         (422)
64           (8,440)


Non-cash expenses 


    Other than Depreciation


    and Amortisation

  (589)       (173)           --            --               --
                 (762)

 
A9.
Property, Plant And Equipment

During the period, the Group does not have any revaluations policy on landed properties. 

A10.
Material Events Subsequent to the Interim Period

There were no material events subsequent to the quarter ended 30 April 2006.

A11.
Changes in the Composition of the Group

On 4 July 2005, General Labels & Labelling (M) Sdn Bhd, a wholly-owned subsidiary of the Group, acquired the remaining 30% shareholdings, the equivalent of 29,995 ordinary shares of Thai Baht 100 each in Komark (Thailand) Co. Ltd. (“KTC”), a 70% owned subsidiary of the Group for a total cash consideration of RM1.25 million. As a result of the acquisition, KTC becomes the wholly-owned subsidiary of the Group.

A12.
Change in Contingent Liabilities or Contingent Assets 


The Group does not have any contingent liabilities as at 23 June 2006 (latest practicable date which is earlier than 7 days from the date of issuance of this interim report).

ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS 

B1.
Review of Performance 


During the period ended 30 April 2006, the Group recorded slightly higher turnover of RM103.03 million compared to RM102.65 million achieved in the previous corresponding year. Due to higher operating expenses, the Group registered a lower profit before tax of RM 1.47 million for the financial year ended 30 April 2006 compared to the profit before tax of RM 4.83 million for the corresponding financial year ended 30 April 2005. 

B2.
Comparison with the Preceding Quarter’s Results


The Group reported a profit before tax of RM 0.311 million for the current quarter ended 30 April 2006 compared to the profit before tax of RM 0.374 million in the preceding quarter ended 31 January 2006. 
B3.
Current Year Prospects 

The availability of additional production capacity as the result of expansion of production capacity together with the acquisition of new printing technology by the Group overseas’ divisions will enable the Group to capture higher sales order and new order through its existing and new customers respectively.  In this connection, the Directors are confident that the Group’s performance will improve for the remaining period of the financial year.
B4.
Variance of Actual Profit From Forecast

The profit forecast or profit guarantee is not applicable for this announcement.
ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS 

B5.
Taxation

  Y/E Apr06

Y/E Apr 05





      RM’000

    RM’000
Malaysian

- current
                 5 

               2



- previous year
               (8)

         1,007

Overseas

- current
              669

         1,357




- previous year 
              (12)

          _    -- 
  






              654   

          2,366



Tax expense on share of an associate

    2


  --
Deferred tax expense 
- current
              315

          1,076



- previous year
              (52)  

               21





              919  
          
          3,463

The Group’s tax charge for the period relates to the profits of certain subsidiaries which cannot offset against losses or tax allowances of other subsidiaries for tax purposes. The deferred tax liabilities arose from the change of accounting policy of non-recognition of deferred tax assets arising from reinvestment allowance in certain subsidiaries within the Group. 

B6.
Profit /(Loss) on Sale of Unquoted Investments and/or Properties

There is no sale of unquoted investments and/or properties for the current financial period to date.

B7.
Quoted Investments

The investment in quoted shares as at end of the reporting period is :-


Long Term




RM’ 000


Quoted Shares, at cost



          4


Quoted Shares, at market value


          3
B8.
Status of Corporate Proposal


There is no corporate proposal for the current quarter.

ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS 

B9.
Group Borrowings and Debt Securities 


Group borrowings and debt securities as at the end of the reporting period are as follows:









Y/E Apr06
Y/E Apr 05







     
 RM’000
   RM’000



Bankers’ acceptance -     Secured  
                                       14,395 
13,407


· Unsecured

6,531
3,724

Trust Receipts           -     Secured
   
1,040
146

· Unsecured
                 
--
1,930

Term Loan                -     Secured

251
604
· Unsecured
                 
5,330
3,763

Bank overdraft          -     Secured

18,554
16,636


                                  -     Unsecured
 
903
2,044



Short Term Loan      -     Secured

2,960
2,760

· Unsecured

12,028
11,073


Finance Lease and Hire Purchase Liabilities
                         1,557               __ 953 








   63,549 
  57,040

Long Term Borrowings


Term Loans
       -      Secured


      1,600 
     236




       -      Unsecured


      3,040 
   6,717

Finance Lease and Hire Purchase Liabilities

      4,845   
      996  








   _ 9,485_  
_7, 949

All borrowings are in Ringgit Malaysia except for USD 3,990,000, CNY 19,011,000, HKD 195,000, Thai Bath 27,000,000 and SGD 57,000 (equivalent of RM25,960,000).

.

B10.
Financial Instruments with Off Balance Sheet Risks

The Group does not have any material financial instruments with off balance sheet risk as at 23 June 2006 for the period ended 30 April 2006.

B11.
Material Litigation

There is no pending material litigation as at 23 June 2006 for the period ended 30 April 2006.

ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA LISTING REQUIREMENTS 

B12.
Dividend Paid

There was no dividend has been recommended by the Board of Directors for the period ended 30 April 2006.

B13.
Earnings Per Share (EPS)

The calculations of basic earnings per share for the current quarter and financial year to date was based on the net profit attributable to ordinary shareholders for the current quarter and for the financial year to date and the weighted average number of ordinary shares in issue during the period. There were no changes in the number of ordinary shares during the period.







         


Current 

Current 

Year

Quarter

To date

Profit attributable to Shareholders (RM’000)

   -30                         626

Weighted Average Number of Ordinary Shares (‘000)    81,275 

    81,275
Basic Earning Per Share (Sen)



 -0.04

       0.77

The diluted earning per ordinary share is not computed as the exercise of warrant is antidilutive. As the exercise price of the warrant is higher than the average market value of the ordinary share.
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