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

Notes to The Quarterly Report Ended 30 September 2005
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 2004.
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 2004.

A2.
AUDIT QUALIFICATION
The audit report of the Group’s financial statements for the year ended 31 December 2004 was not subject to qualification.

A3.
SEASONAL OR CYCLICAL FACTORS
The Group’s products are subject to seasonal fluctuation, the orders had increased in the third quarter and is expected to decrease in the following quarter.

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 30 September 2005.
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 followings.
WARRANTS
During the quarter, the registered warrant holders exercised 368,574 units of warrants and subscribed for 368,574 units of ordinary shares in the Company at RM1.05 per shares.
A7.
DIVIDEND PAID
In respect of the financial year ended 31st December 2004, the first and final dividend of 2% tax exempt on 166,934,000 ordinary shares amounting to RM3,338,680.00 was paid on 15 September 2005.
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 Company had on 27th September 2005, acquired 2 ordinary shares of RM1.00 each, representing 100% of the issued and paid up capital of Billion Dynamic Sdn. Bhd. for a total cash consideration of RM2.00.
Billion Dynamic Sdn. Bhd. is currently a dormant company. The intended principal activity of Billion Dynamic Sdn. Bhd. is the assembly and distribution of LCD TV and other related electrical and electronic items. 

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 30 September 2005, there was acquisition of RM6,041,467 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 construction of factory building and the purchase of machinery not provided for in the interim financial statements as at 30 September  2005 is as follows : 


Approved and contracted for  


RM40,345,134
Additional information required by the KLSE Revised Listing Requirements

B1.   REVIEW OF PERFORMANCE 
The Group’s revenue for the current quarter reported an increase of revenue from  RM62.48million in the quarter ended 30 September 2004 to RM68.84 million in the current quarter ended 30th September 2005, while the profit before taxation decreased  to RM7.303 million in the quarter ended 30th September 2005 from RM8.893 million in the quarter ended 30th September 2004.
The decrease in profit before taxation  was due mainly to the write off an amount RM925,000 of upfront fee in relation to the RM50 million term loan facility under the collateralised loan obligation program.
B2.
MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION COMPARED TO PRECEDING QUARTER


The group’s profit before taxation for the current quarter reported on had decreased to RM7.303 million  from RM8.893 million in the preceeding quarter attributive mainly to the smaller margin achieved during the quarter reported on, as compared to the preceeding quarter.
B3.
PROSPECT FOR NEXT FINANCIAL YEAR

Barring unforeseen circumstance the directors are of the opinion that overall performance of the Group for the this 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
-
Proposed private placement of 50,000,000 new ordinary shares of RM1.00 each in Kenmark, representing approximately 24.3% of the enlarged issued and paid up share capital of the Company upon completion of the proposed private placement at an issue price of RM1.53 per share to facilitate the proposed sponsorship of a Global Depository Receipt Program in Taiwan and 

·   Proposed sponsorship of a Global Depository Receipt Program in Taiwan  (“Revised
Proposed GDR Program”)
(Collectively Known as "Revised Proposals")


After having considered the current poor market conditions for the Proposed GDR Program in Taiwan, the Board had decided to put the Proposals on hold.
B9.
GROUP BORROWINGS

The borrowings of the Groups as at 30 September 2005 are as follows : 
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Borrowings denominated in foreign


Currency – United States Dollars

           2,340


8,777


Included in long term borrowings are RM50,000,000 5-year unsecured fixed rate term loan facility under a Primary Collateralised loan Obligations Programme 2005/2010.


A 5-year Redeemable Fixed Rate Bonds of RM65,000,000 nominal value included in short term borrowings shall mature in March 2006.

B10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS
Notional amount as at 30.09.2005














RM’000


Forward foreign exchange contracts - within 1 year


  8,100
There are no significant credit and market risks posed by the above off balance sheet financial instruments.

The forward foreign exchange contracts are not recognized in the financial statements on inception. The underlying foreign currency assets or liabilities are translated at their respective ledged exchange rates and all exchange gains or losses are recognized as income or expenses in the income statements in the same period as the exchange differences on the underlying hedged items. Exchange gains and losses arising on contracts entered into as hedges of anticipated future transaction are deferred until the date of such transaction, at which time they are included in the measurement of such transactions.
B11.
MATERIAL LITIGATIONS

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

B12.
DIVIDEND PAYABLE

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 RM7.301 million on the weighted average number of 165,219,603 ordinary shares.

