SINORA INDUSTRIES BERHAD

(Company No : 285072-M)

NOTES TO THE INTERIM FINANCIAL REPORT
 FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2005

__________________________________________________________________

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

The interim financial report has been prepared in compliance with FRS 134: 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 2004.

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 2004.

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.
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7.
SEGMENTAL REPORTING


No segmental information is being presented as the Group is operating principally in an industry and within the country.

8.
VALUATION OF PROPERTY, PLANT AND EQUIPMENT


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

9.
CHANGES IN THE COMPOSITION OF THE GROUP
· On 30 June 2005, the Company and Priceworth Wood Products Berhad signed the remaining five Agreements thus completing the sale of Sinora Sdn Bhd and Innora Sdn Bhd to the latter.  With effective from 1 July 2005, Sinora Sdn. Bhd. and Innora Sdn. Bhd. are no longer the wholly owned subsidiary companies of the Company.

· On 4 August 2005, the Company subscribed the entire equity interest in Serijaya Industri Sdn. Bhd. (“Serijaya”) of 100 ordinary shares of RM1 each for a total consideration of RM100.

10.
SIGNIFICANT EVENT

On 26 October 2005, Serijaya, a wholly-owned subsidiary of the Company, entered into a log extraction contract with Rakyat Berjaya Sdn. Bhd. (RBJ).  Under the contract, the Company undertakes to extract log timber with the use of helicopter from  a designated  area measuring approximately 30,000 hectares situated at Kuamut Forest Reserve, in the State of Sabah. The contract has a tenure of 10 years and Serijaya shall endeavor to produce at least 120,000 cubic meter (m3) of timber logs per annum at an extraction rate of RM140 per m3 of log extracted and delivered to RBJ. Logging operation is expected to commence in the first quarter of 2006. 

The proposed logging is undertaken as the Regularisation Plan (defined in paragraph 8.14C(3) of the Listing Requirements of Bursa Malaysia) as required under PN17 of the Listing Requirements of Bursa Malaysia. In accordance with PN17, Sinora is required to, amongst others, submit the Regularisation Plan to the relevant authorities for approval, or where the relevant authorities’ approval are not required, to obtain all other approvals necessary for the implementation of the Regularisation Plan within 8 months from the date of the First Announcement which was made on 7 July 2005.
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11.
CONTINGENT LIABILITIES


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

12.
CASH AND CASH EQUIVALENTS

	


	30/09/2005
 RM’000
	

	Fixed deposits with licensed banks
	20,793
	

	Cash and bank balances
	195
	

	
	20,988
	


13.
NET GAIN ON DISPOSAL OF SUBSIDIARIES


The revenue, results, and cash flows of the two subsidiaries disposed were as follows:

	
	
	Financial period ended 30.6.2005 RM’000
	

	Revenue
	
	41,654
	

	Operating expenses
	
	(40,793)
	

	Profit from operations
	
	861
	

	Other operating income
	
	30
	

	Finance costs
	
	       (933)
	

	(Loss)/profit before taxation
	
	                   (42)
	

	Taxation
	
	-
	

	Net (Loss)/profit
	
	(42)
	

	
	
	
	

	Cash flows from operating activities
	
	3,527
	

	Cash flows from investing activities
	
	(175)
	

	Cash flows from financing activities
	
	(1,883)
	

	Total cash flows
	
	1,469
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13.
NET GAIN ON DISPOSAL OF SUBSIDIARIES (CONTD.)

The net liabilities of the two subsidiaries disposed were as follows:
	
	
	30.6.2005 RM’000
	

	Property, plant, & equipment
	
	38,040
	

	Inventories
	
	18,327
	

	Trade and other receivables
	
	5,422
	

	Cash and bank balances
	
	2,008
	

	Trade and other payables
	
	(46,237)
	

	Bank overdrafts
	
	(4,855)
	

	Borrowings
	
	(22,019)
	

	Long-term liabilities
	
	(2,284)
	

	Net liabilities disposed
	
	(11,598)
	

	Total disposal proceeds
	
	(10,519)
	

	Net gain to the Group
	
	(22,117)
	

	
	
	
	

	Disposal proceeds settled by:
	
	
	

	Cash
	
	10,519
	

	
	
	
	

	Cash inflow arising on disposal:
	
	
	

	Cash consideration
	
	-
	

	Cash & cash equivalents disposed (Bank overdraft, net)
	
	2,847
	

	Net cash inflow to the Group
	
	        2,847
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13.
NET GAIN ON DISPOSAL OF SUBSIDIARIES (CONTD.)


There was no tax charge or credit on  the gain arising from the  disposal.

The disposal of subsidiaries had the following effects on the financial results of the Company:

	


	 RM’000
	

	Cost of Investment
	(71,616)
	

	Diminution in value of investment
	    61,097
	

	
	(10,519)
	

	Proceeds received on disposal of Subsidiaries              
	10,519
	

	Gain/(loss) to the Company
	-
	


B.      ADDITIONAL INFORMATION
1.
REVIEW OF THE PERFORMANCE

The Group recorded a gain of RM 20.776 million for the third quarter ended 30 September 2005. The gain was mainly attributable to the gain on disposal of subsidiaries.

2.
VARIATION OF RESULTS AGAINST PRECEDING QUARTER


The Group recorded a gain  of RM 20.776 million for the current financial quarter as compared to a profit before taxation of RM 2.990 million in the preceding financial quarter.

3.
CURRENT YEAR PROSPECTS

 
Since the completion of the sale  of the two subsidiary companies on 1 July 2005, the Company had  no core business and will continue to be so until the commencement of log extraction activities as mentioned in Note 10 above. Hence, the company will incur a loss in the forthcoming quarter in respect of administration expenses which the management has undertaken measures to minimize such expenses.

4.
 PROFIT FORECAST OR PROFIT GUARANTEE


The group has  not announced any profit forecast nor issued any profit guarantee during the financial quarter.
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5.
TAXATION


There was no tax charge for the Group as the net profit was  attributed  mainly to a  gain on disposal of subsidiaries which is not taxable.

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 2005.

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 2005.

8.
STATUS OF CORPORATE PROPOSALS

There were no corporate proposals announced but not completed as at the date of this announcement.

9.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISKS


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

10.     DIVIDEND

No interim dividend has been declared/recommended as at 30 June 2005.
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11.
EARNING PER SHARE
The basic/diluted earning per share is calculated based on consolidated profit after taxation dividing by 100,000,000 ordinary shares in issue.

12.
UTILIZATION OF SALES PROCEEDS FROM DISPOSAL OF SUBSIDIARIES

i)
New Business Ventures


A sum of RM8,000,000 has been reserved for the proposed acquisition of new business ventures.  So far, the funds have  not been utilized  and it is currently placed in fixed deposit with financial institutions.

ii) Working Capital Requirement


A sum of RM1,919,000 has been reserved for the purpose of providing working capital requirement out of which a total of RM1,048,000 has been utilized.

iii)
 Disposal Expenses


A sum of RM600,000, which was  reserved, has been fully utilized to meet expenses in relation to the disposal of subsidiary companies.

BY ORDER OF THE BOARD

(PETER WONG)

(ERNST D. GILIGAN)

COMPANY SECRETARY

COMPANY SECRETARY

LS  006049

LS 0008755
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(The figures have not been audited)

	
	3rd  QUARTER


	YEAR TO DATE

	
	Current Year

30 Sept 2005


	Preceding Year

30 Sept 2004
	Current year

30 Sept 2005
	Preceding Year

30 Sept 2004

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

	Revenue
	
	 -
	
	
	28,031
	
	
	41,654
	
	
	78,628
	

	Operating expenses
	
	(1,445)
	
	
	(24,695)
	
	
	(41,743)
	
	
	(76,560)
	

	(Loss)/profit from Operations
	
	(1,445)
	
	
	3,336
	
	
	(89)
	
	
	2,068
	

	Finance costs
	
	-
	
	
	(524)
	
	
	(933)
	
	
	(1,506)
	

	Gain on disposal of subsidiaries
	
	22,117
	
	
	-
	
	
	21,204
	
	
	-
	

	Other Income
	
	104
	
	
	178
	
	
	252
	
	
	5,894
	

	Profit before taxation
	
	20,776
	
	
	2,990
	
	
	20,434
	
	
	6,456
	

	Taxation
	
	-
	
	
	-
	
	
	-
	
	
	-
	

	Net Profit
	
	20,776
	
	
	2,990
	
	
	20,434
	
	
	6,456
	

	Earnings per share:


	
	
	
	
	
	
	
	
	
	
	
	

	(i)     Basic (sen)

        (based on 100,000,000 ordinary
        shares)
	 
	20.78
	
	
	2.99
	
	
	20.43
	
	
	6.46
	

	(ii)    Fully diluted (sen)


	
	20.78
	
	
	2.99
	
	
	20.43
	
	
	6.46
	


The Condensed Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
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	(Unaudited)
	(Audited)

	
	As At End of

Current Quarter

30 Sept 2005
	As at Preceding

Financial Year Ended

 31 Dec 2004

	
	
	RM’000
	
	
	RM’000
	

	Property, Plant and equipment
	
	98
	
	
	38,016
	

	Investment in Subsidiary Companies
	
	-
	
	
	-
	

	
	
	
	
	
	
	

	Current Assets
	
	32,792
	
	
	35,799
	

	
	Amount due from subsidiary companies
	
	-
	
	
	6
	

	
	Inventories
	
	-
	
	
	21,302
	

	
	Trade receivables
	
	-
	
	
	1,802
	

	
	Other receivables
	
	11,768
	
	
	1,153
	

	
	Tax refundable
	
	36
	
	
	36
	

	
	Fixed deposits with licensed banks
	
	20,793
	
	
	10,473
	

	
	Cash and bank balances
	
	195
	
	
	1,027
	

	
	
	
	
	
	

	Current Liabilities
	
	162
	
	
	46,263
	

	
	Amount due to related companies
	
	-
	
	
	422
	

	
	Amount due to holding company
	
	-
	
	
	11
	

	
	Trade payables
	
	-
	
	
	8,508
	

	
	Other payables
	
	162
	
	
	12,790
	

	
	Amount due to bankers
	
	-
	
	
	24,532
	

	
	
	
	
	
	
	
	

	Net Current Assets/(Liabilities)
	
	32,630
	
	
	(10,464)
	

	
	
	32,728
	
	
	27,552
	

	
	
	
	
	
	
	

	Financed By:
	
	
	
	
	
	

	Share Capital
	
	100,000
	
	
	100,000
	

	Reserves
	
	(67,272)
	
	
	(87,706)
	

	Shareholders’ Funds
	
	32,728
	
	
	12,294
	

	Long-Term Borrowing
	
	-
	
	
	5,500
	

	Other Long-Term Liability
	
	-
	
	
	9,758
	

	
	
	32,728
	
	
	27,552
	

	
	
	
	
	
	
	

	Net tangible assets per share (RM)
	
	0.33
	
	
	0.12
	


The Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004

SINORA INDUSTRIES BERHAD
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Condensed Cash Flow Statements

For the Quarter ended 30 September 2005
	
	
	
	9 months ended

30 September 2005
	9 months ended

30 September

 2004

	
	
	
	RM’000
	RM’000

	
	
	
	
	

	
	CASH FLOWS FROM  OPERATING ACTIVITIES
	
	
	

	
	
	
	
	

	
	Profit before tax


	
	20,434
	6,456

	
	Adjustments for:
	
	
	

	
	Depreciation of property, plant and equipment
	
	95
	3,884

	
	Waiver of trade creditor
	
	-
	(5,517)

	
	Interest expense
	
	933
	-

	
	Bad debts written off
	
	170
	-

	
	Gain on disposal of subsidiaries
	
	(22,117)
	-

	
	Interest Income
	
	(252)
	(9)

	
	Operating Profit before changes in working capital
	
	(737)


	4,814

	
	Changes in working capital:
	
	
	

	
	Net change in current assets
	
	   15,048 
	(3,356)

	
	Net change in current liabilities
	
	(1,044)


	9,166

	
	Net cash generated from the operations
	
	13,267
	10,624



	
	
	
	
	

	
	CASH FLOWS FROM INVESTING ACTIVITIES


	
	
	

	
	Purchase of property, plant and equipment
	
	  (217)
	(590)

	
	Interest on fixed deposits
	
	 252


	9

	
	Cash & cash equivalents of subsidiaries disposed
	
	2,847
	-

	
	Net cash generated from investing activities
	
	2,882
	(581)



	
	
	
	
	

	
	CASH FLOWS FROM FINANCING ACTIVITIES
	
	
	

	
	Repayment of Bankers Acceptances
	
	(1,400)
	(20,852)

	
	Repayment of term loan
	
	-
	(3,285)

	
	Proceeds from draw down of Banker’s Acceptances
	
	-
	21,944

	
	Interest paid
	
	(483)
	-

	
	Net Cash used in financing activities
	
	(1,883)
	(2,193)

	
	
	
	
	

	
	
	
	
	

	
	Net increase in cash and cash equivalents


	
	14,266
	7,850

	
	Cash & Cash Equivalents at beginning of year


	
	6,722
	(1,533)

	
	Cash & Cash Equivalents at end of the period                         (Note 12)
	
	20,988
	6,317



	
	
	
	
	

	
	
	
	
	


The Condensed Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 
31 December 2004.
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	Share

Capital


	Accumulated

Losses
	Revaluation

Reserve
	Total

	9 months quarter ended 30 September 2005
	
	RM’000
	
	
	RM’000
	
	
	RM’000
	
	
	RM’000
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	GROUP


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2005


	
	100,000
	
	
	( 100,918)
	
	
	13,212


	
	
	12,294
	

	Realization of revaluation reserves
	
	-
	
	
	92
	
	
	(92)
	
	
	-
	

	Realization of revaluation reserves on disposal of subsidiaries
	
	-
	
	
	13,120
	
	
	(13,120)
	
	
	-
	

	Profit after tax


	
	-
	
	
	20,434
	
	
	-
	
	
	20,434
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2005


	
	100,000
	
	
	(67,272)
	
	
	-
	
	
	32,728
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	COMPANY


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2005


	
	100,000
	
	
	(65,625)
	
	
	-
	
	
	34,375
	

	Loss after tax


	
	-
	
	
	(1,647)
	
	
	-
	
	
	(1,647)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2005


	
	100,000
	
	
	(67,272)
	
	
	-
	
	
	32,728
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	9 months quarter ended 30 September 2004


	
	
	
	
	
	
	
	
	
	
	
	

	GROUP


	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 Jan 2004


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

	Realization of Revaluation Reserves
	
	-
	
	
	-
	
	
	-
	
	
	-
	

	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
	
	
	( 93,404)
	
	
	-
	
	
	5,696


	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	


The Condensed Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.

