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

Notes to The Quarterly Report Ended 31 December 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 revenue experienced a slow down during the quarter in tandem with the seasonal nature of Group’s products.
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 December 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 14,360,000 units of warrants and subscribed for 14,360,000 units of ordinary shares in the Company at RM1.05 per shares.
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 during the quarter reported on.
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 December 2005, there was acquisition of RM15,292,054 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 31 December  2005 is as follows : 


Approved and contracted for  


RM39,645,000
Additional information required by the KLSE Revised Listing Requirements

B1.   REVIEW OF PERFORMANCE 
The Group’s revenue for the current financial period ended 31 December 2005 decreased 
to RM215,943,000 from RM253,864,000 in the preceeding period ended 31 December 2004, whilst the profit before taxation decreased to RM23,173,000 from RM26,116,000 for the respective periods.  The production capacity constraint arising from the relocation of machinery had resulted in the lower manufacturing revenue achieved in the period to 31 December 2005.
The decrease in the profit before taxation was due mainly to the upfront fee of RM925,000 written off, and the additional interest incurred on the RM50 million term loan facility under the collateralised loan obligation program 2005/2010.
The Group’s revenue for the current quarter decreased to RM53,154,000 from RM60,216,000 in the quarter ended 31 December 2004, whilst the profit before taxation decreased to RM3,088,000 from RM5,434,000 in the respective quarter.

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 RM3.088 million from RM7.303 million in the preceeding quarter.  The lower profit before taxation was due mainly to the lower manufacturing orders received and the extra interest incurred on the RM50 million collateralised loan obligation, the proceeds of which shall be utilized to settle the RM65 million Redeemable Bond to mature in March 2006.
B3.
PROSPECT FOR NEXT FINANCIAL YEAR

Barring unforeseen circumstance the directors are of the opinion that overall performance of the Group for the next 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

There was no corporate proposal announced but not completed as at 27 February 2006.
B9.
GROUP BORROWINGS

The borrowings of the Groups as at 31 December 2005 are as follows : 
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Included in long term borrowings are RM50,000,000 5 years 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
There was no off balance sheet instrument for the period as at 31 December 2005.
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 RM3.042 million on the weighted average number of 181,298,000 ordinary shares.

