SINORA INDUSTRIES BERHAD

(Company No : 285072-M)

NOTES TO THE INTERIM FINANCIAL REPORT
 FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2004

__________________________________________________________________

A.
NOTES TO THE INTERIM FINANCIAL REPORT
1.
BASIS OF PREPARATION

The interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2003.

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

2.
AUDIT REPORT OF PRECEDING ANNUAL FINANCIAL STATEMENT


The preceding year annual audited Financial Statements were not subject to any qualification.

3.
SEASONAL OR CYCLICAL FACTORS


The Group’s operations were not subjected to any seasonal or cyclical changes.

4.
EXCEPTIONAL ITEMS

There were no unusual items affecting assets, liabilities, equity, net income or cash flows of the Group since the last annual audited financial statements.

5.
MATERIAL CHANGES IN ESTIMATES


There were no changes in estimates of amounts reported in prior financial years, which have a material effect in the current financial period.

6.
ISSUANCES AND REPAYMENT OF DEBT AND EQUITY SECURITIES


There were no issuances and repayment of Debt and Equity Securities, share buybacks, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

7.
SEGMENTAL REPORTING


No segmental information is being presented as the Group is operating principally in an industry and within the country.
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8.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT


The valuation of properties have been brought forward, without amendment from the previous annual financial statements.

9.
MATERIAL EVENTS

On 30 July 2004, the company entered into a conditional Sales of Shares Agreement to dispose off the entire equity interest of its subsidiaries companies namely Sinora Sdn Bhd (SSB) and Innora Sdn Bhd (ISB) with Priceworth Wood Products Berhad (PWP) for a total consideration of RM10.519 million.  The Management Agreement was also signed on 30 July 2004 allowing PWP to manage SSB and ISB’s operations.  PWP as Manager shall ensure the profitability of SSB and ISB and guarantee not to incur any losses during the duration of the Management Agreement.

10.
CHANGES IN THE COMPOSITION OF THE GROUP


There were no changes in the composition of the Group and Company for the current financial quarter and financial year to date.

11.
CONTINGENT LIABILITIES


There were no contingent liabilities for the current financial year to date.

12.
CASH AND CASH EQUIVALENTS

	


	30/09/04
 RM’000
	

	Fixed deposits with licensed banks
	7,403
	

	Cash and bank balances
	3,616
	

	Bank Overdraft
	  (4,692)
	

	
	6,327
	

	Less: Fixed deposits held under lien

	(10)
	

	
	6,317
	


B.
ADDITIONAL INFORMATION
1.
REVIEW OF THE PERFORMANCE

The group recorded a pre-tax profit of RM 2.99 million for the third quarter ended 
30 September 2004. The market for timber products during the third quarter was favourable with increase in selling price and demand due mainly to the general shortage of supply in plywood.
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2.
VARIATION OF RESULTS AGAINST PRECEDING QUARTER


The group recorded profit before taxation of RM2.99 million for the current financial quarter as compared to loss before taxation of RM1.913 million in the preceding financial quarter due to improvement in selling price of the timber products and profit from sales of logs.

3.
CURRENT YEAR PROSPECTS


Barring any unforeseen circumstances, the timber market for the fourth quarter will remain stable.  There will be sufficient supply of round logs to the mills.  To capitalize on the favourable market conditions, Sinora will endeavor to increase the production output volume.

4.
 PROFIT FORECAST OR PROFIT GUARANTEE


The group does not announce any profit forecast nor profit guarantee during the financial quarter.

5
TAXATION


The taxation changes of the group for the period under review are as follows:

	
	Individual Quarter
	Cumulative Quarters

	

	Current Year quarter 

30/09/2004

RM’000
	Preceding year corresponding  quarter 30/09/2003

RM’000
	Current year 

to date 

30/09/2004

RM’000
	Corresponding 

Year to date 

30/09/2003

RM’000

	Current Year
	0 
	0
	0
	0

	Deferred taxation
	 0
	0
	0
	0

	Over/(Under) provision in the prior year
	0
	0
	0
	0

	Total
	0
	0
	0
	0



No taxation has been provided during the current quarter as the Group has a sufficient unutilized tax losses and unabsorbed capital allowances to offset against future taxable profits.
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6.
SALES OF UNQUOTED INVESTMENTS AND/OR PROPERTIES


There were no disposal of unquoted investments and or properties during the financial quarter ended 30 September 2004.

7.
PURCHASE OR DISPOSAL OF QUOTED SECURITIES

a) There was no purchase and sales of quoted securities for the current financial year to date.

b) There was no investment in quoted shares as at end of 30 September 2004.

8.
STATUS OF CORPORATE PROPOSALS

There were no corporate proposals announced but not completed as at the date of this announcement.
9.
BORROWINGS AND EQUITY SECURITIES


Group borrowings and debt securities as at 30 September 2004 are as follows:

	
	
	RM ‘000
	

	(a)
	Unsecured :
	Banker’s Acceptances
	9,853
	

	
	
	Bank Overdraft
	0
	

	
	Secured :
	Bank Overdraft
	4,692
	

	
	Term Loan
	15,482
	

	
	
	30,027
	


(b)
The above banking facilities are secured by 1st and 2nd legal charge on landed property held under CL 075376153.


(c)
There were no other issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the current financial quarter. 

10.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISKS


There were no financial instruments with off balance sheet risks for the current financial year to date.
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11.
MATERIAL LITIGATION

	i)


	On 23 July 2001, Sinora Sdn Bhd (“SSB”), a wholly owned subsidiary of Sinora has been served with a writ of summons (Suit No. 5-22-42 of 2001) filed by Tradisi Intan Sdn Bhd (“TISB”) claiming for a sum of RM1,138,764.98 being the total amount outstanding owing to TISB due to non-payment of contract work done and also interest, cost and other relief as the Court deems fit and just.  However, SSB has denied the claim and filed a counterclaim against TISB on 13 September 2001 for an amount of RM11,278,904.56 as compensation due to breach of terms as stated in the agreements concerned.  By order of the High Court dated 11 April 2002, TISB has been ordered to pay RM15,000.00 as security deposit to the Deputy Registrar for SSB’s cost.  The matter has been fixed for trial on 27 June 2005, to be tried together with the case referred on it item (ii) below.

The solicitors for SSB are of the view that in the event that the claim by TISB succeeds, judgement may be given on a quantum meruit basis.  The solicitors acting for SSB are also of the opinion that, subject to the sufficiency of evidence and witnesses in support of its counterclaim, and TISB not successfully raising any valid issues to defend against the counterclaim, SSB’s claim has merit.



	ii)
	On 9 October 2001, Innora Sdn Bhd (“ISB”), a wholly  owned subsidiary of Sinora has been served with a writ of summons (Suit No. 22-79 of 2002) filed by TISB claiming for a sum of RM29,585.62 being total amount due to TISB due to non-payment of contract work done and also interest, cost and other relief as the Court deems fit and just.  ISB has filed a counterclaim against TISB on 29 November 2001 for an amount of RM418,589.34 as compensation due to breach of terms as stated in the agreements concerned.  The matter was transferred to the Hight Court on 13 March 2002 and has been fixed for trial on 27 June 2005 to be tried together with the case referred to in item (i) above.

The solicitors for ISB are of the view that in the event that the claim by TISB succeeds, judgement may be given on a quantum meruit basis.  The solicitors acting for ISB are also of the opinion that, subject to the sufficiency of evidence and witnesses in support of its counterclaim, and TISB not successfully raising any valid issues to defend against the counterclaim, ISB’s claim has merit.
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MATERIAL LITIGATION (Continued)

	iii)
	On 7 February 2002, SSB and ISB (the “Plaintiffs”) jointly filed a writ of summons (Suit No. K22-40 of 2002) against Mr. Kenny Chiew (“Defendant”), the former General Manager of the Plaintiffs, claiming for a sum of RM4,470,621.60 being losses incurred by the Plaintiffs pertaining to increased cost/contract fees, purchase, hotel charges and rental charges committed and incurred by the Defendant, without the Plaintiffs’ authority and knowledge.  The Plaintiffs further claimed interest, cost and other relief as the Court deems fit and just.  On 11 October 2004, both parties have agreed mutually to settle the case out of Court.  The Notice of Discontinuance  has already been signed by both parties.



	iv)
	On 25 November 2002, SSB has been served with a writ of summons (Suit No. S-22-107 of 2002) filed by Mr. Chia Tien Foh (trading as Sri Maju Enterprise) claiming for a sum of RM385,119.27 being the total amount outstanding owing to him due to non-payment of contract work done and also interest, cost and other relief as the Court deems fit and just.  However, SSB has denied the claim and filed a counterclaim on 25 January 2003 against Mr. Chia Tien Foh for an amount of RM2,008,707.96 as compensation due to breach of terms as stated in the agreements concerned.  No trial date has been fixed as yet and the solicitors are of the view that no trial date may be fixed for the year 2004.

The solicitors for SSB are of the view that in the event that the claim by Sri Maju Enterprise succeeds, judgement may be given on a quantum meruit basis.  The solicitors acting for SSB are also of the opinion that, subject to the sufficiency of evidence and witnesses in support of its counterclaim, and Sri Maju Enterprise not successfully raising any valid issues to defend against the counterclaim, SSB’s claim has merit; and



	v)
	On 29 August 2003, SSB was served with a notice by the Industrial Court in respect of the Case No. 17/4-373/03 filed by Encik Nalong AK Engkas @ Nordin Abudllah and 519 others who are former employees of SSB claiming for unfair retrenchment of employees carried out by SSB on 1 January 2002.  Further, SSB filed a statement of replay on 20 February 2004.  The case has been partly heard and is scheduled to continue on 11 to 25 September 2005.  This solicitors acting for SSB are of the opinion that, subject to the sufficiency of evidence and witnesses in support of SSB’s statement of reply, the matter seems to be highly in favour of SSB.
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12.
DIVIDEND

No interim dividend has been declared/recommended as at 30 September 2004.

13.
EARNING PER SHARE/LOSS PER SHARE

The basic/diluted earning per share (loss per share) is calculated based on consolidated profit after taxation dividing by 100,000,000 ordinary shares in issue.

BY ORDER OF THE BOARD

(PETER WONG)

(ERNEST D GILINGAN)

COMPANY SECRETARY

 COMPANY SECRETARY

LS  006049


LS 0008755

SINORA INDUSTRIES BERHAD

(Incorporated in Malaysia – 285072-M)

Condensed Income Statement For The Quarter Ended 30 September 2004

(The figures have not been audited)

	
	3rd  QUARTER


	YEAR TO DATE

	
	Current Year

30 Sep 2004


	Preceding Year

30 Sep 2003
	Current year

30 Sep 2004
	Preceding Year

30 Sep 2003

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

	Revenue
	
	28,031
	
	
	33,809
	
	
	78,628
	
	
	81,959
	

	Operating Expenses
	
	24,695 
	
	
	35,417
	
	
	76,560
	
	
	87,847
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit / (Loss) from Operations
	
	3,336
	
	
	(1,608)
	
	
	2,068
	
	
	(5,888)
	

	Finance Cost
	
	(524)
	
	
	(562)
	
	
	(1,506)
	
	
	(1,723)
	

	Other Income
	
	178
	
	
	257
	
	
	5,894
	
	
	12,370
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit / (loss) before taxation, minority interests and extraordinary items
	
	2,990
	
	
	(1,913)
	
	
	6,456
	
	
	4,759
	

	Taxation
	
	0
	
	
	0
	
	
	0
	
	
	0
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit  / (loss) after taxation before

deducting minority interests
	
	2,990
	
	
	(1,913)
	
	
	6,456
	
	
	4,759
	

	Less: Minority interests
	
	N/A
	
	
	N/A
	
	
	N/A
	
	
	N/A
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit / (loss) after taxation attributable to members of the Company
	
	2,990
	
	
	(1,913)
	
	
	6,456
	
	
	4,759
	

	(i)     Extraordinary items
	
	0
	
	
	0
	
	
	0
	
	
	0
	

	(ii)    Less: Minority interests
	
	0
	
	
	0
	
	
	0
	
	
	0
	

	(iii)   Extraordinary items
        attributable to members of 
        the Company
	
	0
	
	
	0
	
	
	0
	
	
	0
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Profit after taxation and extraordinary items attributable to members of the Company
	
	2,990
	
	
	(1,913)
	
	
	6,456
	
	
	4,759
	

	Earnings per share:


	
	
	
	
	
	
	
	
	
	
	
	

	(i)     Basic (sen)

        (based on 100,000,000 ordinary
        shares)
	 
	2.99
	
	
	(1.91)
	
	
	6.46
	
	
	4.76
	

	(ii)    Fully diluted (sen)


	
	N/A
	
	
	N/A
	
	
	N/A
	
	
	N/A
	


The Condensed Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.
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	(Unaudited)
	(Audited)

	
	As At End of

Current Quarter

30 Sep 2004
	As at Preceding

Financial Year Ended

 31 Dec 2003

	
	
	RM’000
	
	
	RM’000
	

	Property, Plant and equipment
	
	38,543
	
	
	41,837
	

	Investment in Associated Companies
	
	-
	
	
	-
	

	Long Term Investments
	
	-
	
	
	-
	

	Intangible Assets
	
	-
	
	
	-
	

	Current Assets
	
	30,445
	
	
	17,101
	

	
	Amount due from related companies
	
	71
	
	
	6
	

	
	Inventories
	
	17,408
	
	
	14,461
	

	
	Trade receivables
	
	1,238
	
	
	1,095
	

	
	Short term investments
	
	7,403
	
	
	510
	

	
	Other receivables
	
	709
	
	
	508
	

	
	Cash and bank balances
	
	3,616
	
	
	521
	

	
	
	
	
	
	

	Current Liabilities
	
	40,455
	
	
	28,999
	

	
	Amount due to holding Company
	
	
	
	
	338
	

	
	Amount due to related companies
	
	466
	
	
	456
	

	
	Trade payables
	
	6,625
	
	
	8,103
	

	
	Other payables
	
	14,337
	
	
	1,020
	

	
	Amount due to bankers
	
	19,027
	
	
	19,082
	

	
	
	
	
	
	
	
	

	Net Current Liabilities
	
	(10,010)
	
	
	(11,898)
	

	
	
	28,533
	
	
	29,939
	

	
	
	
	
	
	
	

	Financed By:
	
	
	
	
	
	

	Share Capital
	
	100,000
	
	
	100,000
	

	Reserves
	
	(87,575)
	
	
	(94,031)
	

	
	
	
	
	
	
	

	Shareholders’ Funds
	
	12,425
	
	
	5,969
	

	Minority Interests
	
	-
	
	
	-
	

	Long Term Borrowing
	
	11,000
	
	
	11,000
	

	Other Long Term Liability
	
	5,108
	
	
	12,970
	

	 
	
	28,533
	
	
	29,939
	

	
	
	
	
	
	
	

	Net tangible assets per share (RM)
	
	0.12
	
	
	0.06
	


The Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.
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For the Quarter ended 30 September 2004
	
	
	
	9 months

ended

30 September 2004

	

	
	
	
	RM’000
	

	
	
	
	
	

	
	CASH FLOWS FROM  OPERATING ACTIVITIES
	
	
	

	
	
	
	
	

	
	Profit after tax


	
	6,456
	

	
	Adjustment for non-cash items:
	
	
	

	
	Depreciation of property, plant and equipment
	
	3,884
	

	
	Waiver of trade creditor
	
	(5,517)
	

	
	Investing items
	
	( 9)


	

	
	Operating Profit before changes in working capital
	
	4,814


	

	
	Changes in working capital:
	
	
	

	
	Net change in current assets
	
	   (  3,356)
	

	
	Net change in current liabilities
	
	9,166 


	

	
	Net cash generated from the operations
	
	10,624
	

	
	
	
	
	

	
	
	
	
	

	
	CASH FLOWS FROM INVESTING ACTIVITIES


	
	
	

	
	Purchase of property, plant and equipment
	
	  (  590)
	

	
	Interest on fixed deposits
	
	9


	

	
	Net cash generated from investing activities
	
	(   581)
	

	
	
	
	
	

	
	
	
	
	

	
	CASH FLOWS FROM FINANCING ACTIVITIES


	
	
	

	
	Repayment of Bankers’ Acceptances
	
	(20,852)
	

	
	Repayment of Term Loan
	
	(3,285)
	

	
	Proceeds from draw down of Bankers’ Acceptances 
	
	21,944
	

	
	Net Cash used from financing activities
	
	(2,193)
	

	
	
	
	
	

	
	Net increase in cash and cash equivalents


	
	7,850
	

	
	Cash & Cash Equivalents at beginning of year


	
	( 1,533)
	

	
	
	
	
	

	
	Cash & Cash Equivalents at end of the period                         (Note 12)
	
	  6,317
	

	
	
	
	
	

	
	
	
	
	


The Condensed Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 
31 December 2003.

* Please provide the figure on i)  Repayment of Banker’s Acceptance and proceeds from drawn down of Bank Agreement.
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    For the Financial Quarter ended 30 September 2004
	
	Share

Capital


	Accumulated

Losses
	Revaluation

Reserve
	Total

	9 months quarter ended 30 September 2004
	
	RM’000
	
	
	RM’000
	
	
	RM’000
	
	
	RM’000
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	GROUP


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2004


	
	100,000
	
	
	( 107,429)
	
	
	13,398
	
	
	5,969
	

	Profit after tax


	
	-
	
	
	6,456
	
	
	-
	
	
	6,456
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2004


	
	100,000
	
	
	( 100,973)
	
	
	13,398
	
	
	12,425
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	COMPANY


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2004


	
	100,000
	
	
	( 93,763)
	
	
	-
	
	
	6,237
	

	Loss after tax


	
	-
	
	
	( 541)
	
	
	-
	
	
	( 541)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2004


	
	100,000
	
	
	( 94,304)
	
	
	-
	
	
	5,696
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	9 months quarter ended 30 September 2003


	
	
	
	
	
	
	
	
	
	
	
	

	GROUP


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2003


	
	100,000
	
	
	( 110,969)
	
	
	16,388
	
	
	5,419
	

	Prior year adjustment


	
	
	
	
	2,806
	
	
	( 2,806)
	
	
	
	

	Balance as at 1 Jan 2003 - Restated
	
	100,000
	
	
	( 108,163)
	
	
	13,582
	
	
	5,419
	

	Realization of Revaluation Reserves
	
	-
	
	
	139
	
	
	(139)
	
	
	
	

	Profit after tax
	
	-
	
	
	4,760
	
	
	-
	
	
	4,760
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2003


	
	100,000
	
	
	( 103,264)
	
	
	13,443
	
	
	10,179
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	COMPANY 


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2003


	
	100,000
	
	
	( 96,769)
	
	
	-
	
	
	3,231
	

	Loss after tax
	
	-
	
	
	( 490)
	
	
	-
	
	
	( 490)


	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2003
	
	100,000
	
	
	( 97,259)
	
	
	-
	
	
	2,741


	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	


The Condensed Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.

