K.P.KENINGAU BHD. (326916-H)

NOTES TO THE INTERIM REPORT

QUARTER ENDED 31 JULY 2005

1.
Basis of preparation


The quarterly financial statements have been prepared in accordance with MASB 26- Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of the Bursa Malaysia Securities. The interim financial report should be read in conjunction with the audited financial statements of the Group for year ended 31 July 2004.


The accounting policies and methods of computation adopted for this interim financial report are consistent with those adopted for the audited financial statements for the year ended 31 July 2004. However, please refer to Note 2 below.

2. Audit report of preceding annual financial statements

The Auditors in their Audit Report for the Financial Statements for the year ended 31 July 2004, have qualified their report, in relation to substantial doubt about the ability of the Group and the Company to continue as going concerns. The Auditors have not been able to satisfy themselves as to the appropriateness of the going concern assumption used in the preparation of the financial statements as the Group and Company had deficits in shareholders' equity as at 31 July 2004 of RM26.3 million and RM10.3 million respectively, current liabilities exceed current assets by RM38.6 million for the Group, and RM10.5 million for the Company as at 31 July 2004. The Group and the Company have been unable to service their loan obligations and defaulted in repayments of bank borrowings totaling RM37.2 million and RM6.8 million respectively and the Company has been declared an affected issuer under PN1/2001 and PN4/2001 of the listing requirements of Bursa Malaysia.

Except for the effects of adjustments to recognize the provision for any additional expenses that may be required to be made should the financial statements be prepared on the realization basis, and the effects of reclassification of assets and liabilities, the financial statements have been properly drawn up so as to give a true and fair view of the matters required by Section 169 of the Companies Act, 1965 and in accordance with the provisions of the Act so as to give a true and fair view of the state of affairs of the Group and of the Company at 31 July 2004 and of their results and cash flows for the year ended on that date and in accordance with applicable approved accounting standards.

3. Seasonality and cyclicality of operations


The Group does not have any seasonality or cyclicality operations.

4. Items of unusual nature

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter.

K.P.KENINGAU BHD. (326916-H)

NOTES TO THE INTERIM REPORT

QUARTER ENDED 31 JULY 2005

5. Changes in accounting estimates


There were no changes in estimates of amounts reported in prior financial years that have material effect in the current interim period. 

6. Issuance and repayment of debt and equity securities


There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities for the period under review.

7. Dividend paid


There were no dividends paid during the current quarter ended 31 July 2005.

8.
Segmental reporting


Segment information for the current quarter ended 31 July 2005 is as follows:

                                                            Timber and timber       Property          

                                                              related products       investment     Elimination     Group

                                                                    RM'000                RM'000           RM'000      RM'000

           Revenue

           External sales                                    3,396                       21                       -            3,417

           Inter-segment sales                                  -                        66                    (66)                -
           Total revenue                                    3,396                       87                    (66)          3,417   

           Results

           Segment results                                (2044)                    (14)                      -           (2,058)    

           Unallocated corporate expenses              -                          -                       -                   -                   

           Loss from operations                       (2,044)                    (14)                      -           (2,058)   

           Finance costs                                   (3,169)                    (70)                      -            (3,239)
           Loss before taxation                        (5,213)                    (84)                      -           (5,297)

           Taxation                                                 (6)                        -                        -                 (6) 

           Loss after taxation                           (5,219)                    (84)                      -           (5,303)          

           Minority interests                                     -                         -                        -                    -           

           Loss after taxation and

           Minority interests                             (5,219)                    (84)                     -           (5,303)                     
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9. Valuation of property, plant and equipment 

The valuations of property, plant and equipment have been brought forward, without amendments from the previous annual financial statements.

10. Subsequent Events


There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the current quarter.

11. Changes in the composition of the Group

There were no changes in the composition of the Group during the quarter ended 31 July 2005.

12. Contingent Liabilities


There were no material changes in contingent liabilities or assets since the last annual balance sheet date.  

13. Review of performance

Turnover for the current quarter amounted to RM0.853 million as compared to RM 1.199 million in the preceding quarter ended 30.4.2005. The loss for the quarter amounting to RM1.524 million comprises substantially of finance cost of RM0.833 million, the remaining being administrative costs inclusive of depreciation charges on assets. 

14. Material changes in the current quarter results compared to the results of the preceding quarter 

The loss after taxation and minority interest for this quarter is RM1.524 million, as compared to a loss of RM1.203 million for the previous quarter. 
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15. Current year prospects

The Company is still under Bursa Malaysia Securities Berhad [“BURSA”] PN1 & PN4 status, and it is still in its process of its appeal to show cause on delisting of its securities on BURSA. For details on any progress to our appeal, please refer to periodical announcement made to BURSA. Meanwhile, the prospects of the Company for the current year will continue to be dismal, operational activities will be at a minimum, and any expected improvement of the Company's current distress situation will depend on the outcome of its appeal to BURSA that will enable the Company to continue with its proposed rescue cum debt restructuring scheme to be undertaken with the participation of a new White Knight.

16.
Profit forecast/ Profit guarantee


Not applicable as there were no profit forecast or profit guarantee for the quarter concerned.

17. Taxation

The was no taxation charge for the current quarter as the Group reported losses. The year-to-date taxation charge of  RM5,931 represents under- provision in previous years. 

18.
Profit on sale of investments and/or properties


There were no sales of  investments or properties during the period under review.

19.
Purchase/disposal of quoted investments


There were no purchase and disposal of quoted investments during the period under review.

20. Status of corporate proposals

There were no corporate proposals announced and not completed to-date.
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21. Group borrowings and debt securities

                                                                      Secured             Unsecured            Total


As at 31.07.2005                                RM’000              RM’000           RM’000

           Short term borrowings                         33,237                  7,303             40,540

 
As reported in the monthly PN1 announcement, the Group and its Subsidiary Companies were in default with regard to the above facilities.

22.
Off balance sheet financial instruments


There were no financial instruments with off balance sheet risk as at 31 July 2005.

23.
Material Litigation


To date all material litigations have already been announced to Bursa Malaysia Securities Berhad.

24. Dividend

No dividend has been declared for this quarter.

25. Earnings per share

Basic earnings per share is calculated by dividing the net profit attributable to shareholders by the ordinary shares in issue.

   Individual   Quarter             Cumulative  Quarter                                                                                                                                                       31/07/2005     31/07/2004        31/07/2005     31/07/2004                  

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

      
Net (loss)/profit attributable                (1,524)          (50,654)               (5,303)         (57,913)

               to shareholders


Ordinary shares in issue                       49,950           49,950                49,950           49,950

            during the interim period 


Basic earnings per share(sen)                (3.05)          (101.41)               (10.62)        (115.94) 


