KENMARK INDUSTRIAL CO (M) BHD (173964-V)

Notes to The Quarterly Report Ended 31 March 2004

A1.
BASIS OF PREPARATION
The interim financial report is unaudited and has been prepared in accordance with MASB 26. “ Interim Financial Reporting” and should be read in conjunction with the annual audited financial    statement for the year ended 31 December 2003.

The accounting policies and method of computation adopted by the Group in this interim financial     report are consistent with those adopted for the financial statements for the year ended 31 December 2003.

A2.
AUDIT QUALIFICATION
The audit report of the Group’s financial statements for the year ended 31 December 2003 was not subject to qualification.

A3.
SEASONAL OR CYCLICAL FACTORS
The Group’s products are subject to seasonal fluctuation.  The revenue for the quarter reported had decreased compared with the preceding quarter after the festive seasons.

A4.
UNUSUAL ITEMS
There were no unusual items that have materially affected the assets, liabilities, equity, net income or cash flow of the Group for the quarter ended 31 March 2004.

A5.
CHANGES IN ESTIMATES
There is no significant change in estimates of amount that had a material effect in the current quarter.

A6.
ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES
There was no issuance, cancellation, repurchase, resale and repayment of debts and equity securities for the quarter except for the following:

ESOS

During the quarter, 1,114,000 new ordinary shares were issued at RM1.00 per share to certain employees who had exercised their options granted under the Employees’ Share Option Scheme (ESOS).

A7.
DIVIDEND PAID
No dividend was paid during the current quarter.

A8.
SEGMENTAL INFORMATION
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A9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT
There were no changes in the valuation of property, plant and equipment since the last annual financial statements.

A10.
SUBSEQUENT EVENTS
There was no material events subsequent to the end of the current quarter reported on that have not been reflected in the financial statements.

A11.
CHANGES IN THE COMPOSITION OF THE GROUP
The was no change in the composition of the Group for the current quarter under review.

A12.
CHANGE IN CONTINGENT LIABILITIES

There was no change in contingent liabilities.

A13.
ACQUISITION AND DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT
During the quarter to 31 March 2004, there was acquisition of RM911,365 of property, plant and equipment .  The acquisitions were made in the ordinary course of business and were used to upgrade the existing production facilities to meet the demands of customers.

The amount of commitment for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2004 is as follows : 


Approved and contracted for  


RM21,000,000
Additional information required by the Bursa Malaysia Listing Requirements

B1.   REVIEW OF PERFORMANCE 
The group’s revenue for the current quarter ended 31 March 2004 increased to RM66.18 million from RM42.32 million in the quarter ended 31 March 2003 while the profit before taxation increased to RM5.196 million from RM3.759 million for the respective periods.  The improvement in the performance of the group was due mainly to the increased demand for the group’s products as a result of the aggressive marketing strategy adopted by the group.

B2.
MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION COMPARED TO PRECEDING QUARTER


The group’s profit before taxation for the current quarter had decreased to RM5.196 million from RM7.005 million in the preceding quarter.  The decrease in net profit before taxation was due mainly to the decrease in revenue reported during the quarter.

B3.
PROSPECT FOR NEXT FINANCIAL YEAR

Barring unforeseen circumstance the directors are of the opinion that overall performance of the Group for the current financial year is expected to remain favourable.

B4.
PROFIT FORECAST

No profit forecast was issued for the financial period.

B5.
TAXATION

There was no provision for taxation in respect of manufacturing profit as the Company had sufficient capital allowance to set off against chargeable income for the current quarter.

B6.
UNQUOTED INVESTMENT AND PROPERTY

Save as disclosed under note A11 and A13 there was no purchase or disposal of unquoted investment and property for the current quarter reported on.

B7.
QUOTED INVESTMENT

There was no purchase and disposal of quoted investment for the current quarter reported on.

B8.
STATUS OF CORPORATE EXERCISE

The Company had, in March 2003, submitted its application to the relevant authorities a corporate proposal for the private placement of 24,000,000 ordinary shares by the company, offer for sales by certain existing shareholders of 26,000,00 ordinary shares and sponsorship of global depository receipts in Taiwan.  The Bursa Malaysia Securities Berhad had approved the Company’s application for waiver from complying with the provisions of the Paragraph 8.17 (1)(b) of the Listing Requirements subject to certain conditions being met.


Subsequently on 16 October 2003, the Company had submitted its revised corporate proposals to issue 50,000,000 ordinary shares as underlying shares for the sponsorship of global depository receipts in Taiwan.  The Securities Commission had, via its letter dated 24 November 2003, approved the revised corporate proposals. The Company had written to the Securities Commission to seek permission for the extension of time to carry out the implementation of revised proposals.  The Company shall submit its application to the relevant Taiwanese authorities for approval to list the Taiwan Depository Receipts in Taiwan.

B9.
GROUP BORROWINGS

The borrowings of the Groups as at 31 March 2004 are as follows : 
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      =======             ======           ======

The borrowings of the Group are denominated in Ringgit.

B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There was no off balance sheet financial instruments for the period as at 31 March 2004.

B11.MATERIAL LITIGATIONS

There was no change in material litigation since the last quarter to the date of this announcement.

B12.
DIVIDEND 

No dividend has been proposed for the current quarter under review.

B13.
EARNING PER SHARE


The earning per share is derived based on the net profit attributable to the ordinary shareholders for the RM5.196 million on the weighted average number of 156,596,000 ordinary shares.

