KENMARK INDUSTRIAL CO (M) BERHAD (173964-V)
Notes to the Quarterly Report Ended 31 December 2008
PART A – EXPLANATORY NOTES PURSUANT TO FRS 134

1. BASIS OF PREPARATION
The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134 : Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 March 2008.  The explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 March 2008.
2. AUDIT QUALIFICATION

The audit report of the Group’s financial statements for the year ended 31 March 2008 was not subject to qualification.

3. SEASONAL OR CYCLICAL FACTORS
The Group’s revenues are generally affected by the various festive seasons.

4. 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 2008.
5. CHANGE IN ESTIMATES
There were no significant changes in estimates that had a material effect in the current quarter results.

6.  ISSUANCE AND REPAYMENT OF DEBT AND EQUITY SECURITIES

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the quarter ended 31 December 2008 except the buy back of its own 773,100 units of ordinary shares retained in treasury.
7.  DIVIDEND

The first and final dividend of 2% in respect of the financial year ended 31 March 2008 was paid on 15 December 2008.
8.  SEGMENTAL INFORMATION
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9.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT

There was no change in the valuation of property, plant and equipment since the end of last financial statements.

10.  SUBSEQUENT EVENTS

There was no material event subsequent to the end of the current quarter reported on that have not been reflected in this interim financial statements.

11.  CHANGE IN THE COMPOSITION OF THE GROUP
There was no change in the composition of the Group during the quarter reported on.
12.  CHANGE IN THE CONTINGENT LIABILITIES

There was no change in contingent liabilities.
13.
ACQUISITION AND DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT

There was no acquisition or disposal of equipment by the Group during the quarter reported on.
PART B -EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BHD. 

1.  REVIEW OF PERFORMANCE

The revenue for the Groups for the current quarter decreased to RM48.6 million from RM70.7 million recorded in the quarter ended 31 December 2007.  Reduced demands for the company’s products arising from the deteriorating global economic conditions attributed to the drop in sales revenue.
The Group registered a pre-tax profit of RM587,000 from RM3.42million in the respective period.  The reduced orders with thinning of profit margin contributed to the decline in the pre-tax profit.

2. MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION COMPARED TO PRECEEDING QUARTER
The Group recorded a pre-tax profit of RM587,000 from RM3.16 million in the preceding quarter.  The declining revenue and the reduced profit margin are the main factor attributable to the drop in the profit before taxation during the quarter.
3.  PROSPECT FOR CURRENT FINANCIAL YEAR

The directors anticipate difficult trading environment for the current financial year. The Group is carrying out cost cutting exercises and other measures to improve the efficiency of manufacturing processes.
4.  PROFIT FORECAST

No profit forecast was issued for the financial period.

5.  TAXATION
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There is no tax payable as the Group has sufficient capital allowance claim.

6.  SALE OF UNQUOTED INVESTMENT AND PROPERTY
Saved as disclosed in note 13 of Part A, there was no disposal of unquoted investment and property for the current quarter reported on. 
7.  PURCHASE OR DISPOSAL OF QUOTED INVESTMENT

Saved as disclosed in note 6 of part A, there was no purchase or disposal of quoted investment.
8.  STATUS OF CORPORATE EXERCISE

There was no corporate proposal announced and not completed as at date of this report.
9.  GROUP BORROWINGS

The borrowings of the Groups as at 31 December 2008 are as follows :
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Borrowings denominated in foreign
  1,505
   


5,117
Currency – United States Dollars

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.

10.  OFF BALANCE SHEET FINANCIAL INSTRUMENTS

The Group entered into Foreign currency forward contract to limit the exposure of the Group to fluctuation in foreign exchange rates on foreign sales receipts and foreign purchase payments.
The Foreign currency forward contract transactions were executed with established financial institution and are used as risk management tools by the Group and not for speculative purpose.
11.  MATERIAL LITIGATIONS

The material litigation is in respect of a claim by O-Stable Panel Sdn Bhd (“the plaintiff”) against the Company for breach of contract in failing to formalize the contract with the plaintiff to act as project agent subsequent to a letter of award granted by the Company. O-Stable Panel Sdn Bhd is claiming for damages amounting to RM2,244,911.08.
Application for summary judgment by the plaintiff was dismissed with costs and the appeal by O-Stable Panel Sdn Bhd was also dismissed by the High Court.

The trial has been completed and the court has directed the parties to file their respective written submission before delivery of decision. 
12.  DIVIDEND PAYABLE
No dividend has been proposed for the current quarter under review.
13.  EARNING PER SHARE
(a) Basic 

The basic earning per share (“EPS”) is arrived at by dividing the profit after taxation attributable to shareholders by the weighted average number of ordinary shares in issue during the period:-
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Basic earnings per share (sen)



         0.32           2.28
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(b) Diluted 
The Group has no dilution in its earnings per ordinary share in the current quarter / year-to-date as there are no dilutive potential ordinary shares.  Therefore, no consideration for adjustment in the form of increase in the number of shares was used in calculating the potential dilution of its earnings per share.
