SINORA INDUSTRIES BERHAD

(Company No : 285072-M)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS

FOR THE SECOND QUARTER ENDED 30 JUNE 2007

A.
EXPLANATORY NOTES PURSUANT TO FRS 134
1.
BASIS OF PREPARATION

The interim financial statements have been prepared under the historical cost convention.

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 of the Group for the year ended 31 December 2006.  These 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 December 2006.

2.
CHANGES IN ACCOUNTING POLICIES

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) for financial period beginning January 2007:

FRS 117
Leases

FRS 124 
Related Party Disclosures

The Group has not early adopted the deferred FRS 139: Financial Instruments:  Recognition and Measurement.

The adoption of these new/revised FRS does not result in significant changes in accounting policies of the Group.

3.
AUDITORS’ REPORT ON PRECEDING ANNUAL FINANCIAL STATEMENTS


The auditors’ report on the financial statements for the year ended 31 December 2006 was not qualified.

SINORA INDUSTRIES BERHAD

(Company No : 285072-M)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SECOND QUARTER ENDED 30 JUNE 2007

4.
SEGMENTAL INFORMATION

	
	2nd QUARTER
	YEAR TO DATE

	
	Current Year

30 Jun 2007
	Preceding Year

30 Jun 2006
	Current year

30 Jun 2007
	Preceding Year

30 Jun 2006

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

	Segment Revenue 
	
	
	
	
	
	
	
	
	
	
	
	

	   Timber 
	
	3,692
	
	
	1,272
	
	
	4,634
	
	
	1,272
	

	   Plantation
	-
	
	
	-
	
	-
	
	
	-
	

	   Investment holding
	
	-
	
	
	-
	
	
	-
	
	
	-
	

	Total
	
	3,692
	
	
	1,272
	
	
	4,634
	
	
	1,272
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Segment Results
	
	
	
	
	
	
	
	
	
	
	
	

	   Timber 
	
	1,313
	
	
	363
	
	
	1,666
	
	
	363
	

	   Plantation
	
	(249)
	
	
	(318)
	
	
	(467)
	
	
	(505)
	

	   Investment holding
	
	(12)
	
	
	(193)
	
	
	(37)
	
	
	(439)
	

	Total
	
	1,052
	
	
	(148)
	
	
	1,162
	
	
	(581)
	

	
	
	
	
	
	
	
	
	
	
	
	
	


5.
UNUSUAL ITEMS DUE TO THEIR NATURE, SIZE, OR INCIDENCE

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the financial period ended 30 June 2007.

6.
CHANGES IN ESTIMATES


There were no changes in estimates that had a material effect in the current quarter results.
7.
SEASONAL OR CYCLICAL FACTORS


The Group’s operations were not materially affected by any seasonal or cyclical factors.

8.
DIVIDENDS PAID


No dividends were paid out during the current quarter.
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(Company No : 285072-M)

EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE SECOND QUARTER ENDED 30 JUNE 2007

9.
CARRYING AMOUNT OF PROPERTY, PLANT AND EQUIPMENT


There were no brought forward valuations of property, plant and equipment from the financial year ended 31 December 2006 and there were no valuations of property, plant and equipment carried out during the financial period ended 30 June 2007.

10.
DEBT AND EQUITY SECURITIES


There were no issuances, cancellations, repurchases, resale, and repayments of debt and equity securities during the financial period ended 30 June 2007.

11.
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group during the current financial quarter.

12.
DISCONTINUED OPERATION

There were no discontinued operations for the Group during the current financial quarter.

13.
CAPITAL COMMITMENTS
The commitments for the oil palm plantation development not provided for in the interim financial statements as at 30 June 2007 are as follows:

	
	RM’000

	Approved and contracted for oil palm plantation development
	22,520

	Approved but not contracted for oil palm plantation development
	17,173

	
	

	
	39,693


14.
CHANGES IN CONTINGENT LIABILITIES AND CONTINGENT ASSETS

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2006.
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15.
PN 17 STATUS

Sinora is still under the PN 17 status of the Listing Requirements of Bursa Malaysia Securities Bhd (“Bursa Securities”).  On 9 July 2007, the Company made an announcement to Bursa Securities vide its letter dated 6 July 2007 which informed the Company that:-

(a) In the event the Company is able to achieve the profit forecast for the financial year ending 31 December 2007 (“FYE 2007”) based on its audited financial results for FYE 2007 which must be submitted by 28 February 2008, the Company may apply for upliftment from the status on PN17.  In its letter to Bursa Securities dated 30 March 2007, the Company has stated that the forecasted profit after taxation of Sinora for FYE 2007 is expected to be RM7.548 million;
(b) In the event the Company is of the opinion that the profit forecast for FYE 2007 cannot be achieved, the Company must announce and submit a plan that is substantive and falls within the ambit of section 32 of the Securities Commission Act 1993 (“the Regularisation Plan”) to regularize its financial condition and level of operations pursuant to Paragraph 8.14C of the Listing Requirements of Bursa Securities and PN17 to the Securities Commission and other relevant authorities (“the Approving Authorities”) for approval by 28 February 2008; and

(c) De-listing procedures shall commence and suspension on the trading of the securities of Sinora shall be imposed on the fifth market day from the date of notification by Bursa Securities in the event:-

(i) the Company is unable to achieve the profit forecast for FYE 2007 as stated in paragraph (a) above or its unaudited financial results for FYE 2007 is not submitted by 28 February 2008;
(ii) the Company fails to announce and submit the Regularisation Plan to the Approving Authorities for approval by 28 February 2008 in accordance with paragraph (b) above;

(iii) the Company fails to obtain the approval from any of the Approving Authorities necessary for the implementation of the Regularisation Plan and does not appeal to the Approving Authorities within the timeframe (or extended timeframe, as the case may be) prescribed to lodge an appeal;

(iv) the Company does not succeed in its appeal against the decision of the Approving Authorities; or

(v) the Company fails to implement the Regularisation Plan within the timeframe or extended timeframe stipulated by the Approving Authorities.

SINORA INDUSTRIES BERHAD
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B.
EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

1. PERFORMANCE REVIEW

The Group registered a turnover of RM4.6million for the 6 months ended 30 June 2007 representing an increased of 250% as compared to turnover of RM1.3milliom for the corresponding period of the preceding financial year.

Profit before tax of RM1.2million for the 6 months ended 30 June 2007 as compare to a loss of RM0.6million in the corresponding period of the preceding financial year; this is mainly contributed by the significant increased in logging activities.

2. MATERIAL CHANGES IN PROFIT BEFORE TAXATION

The Group registered a turnover of RM3.7 million for current quarter representing an increased of 311% as compared to turnover of RM0.9 million in immediate preceding quarter. 

As approval for the Environment Impact Assessment (“EIA”) required under the Log Extraction Contract between Serijaya Industri Sdn Bhd (a wholly owned subsidiary) & Rakyat Berjaya Sendirian Berhad has been obtained, commercial log extraction has commenced during the quarter under review. As a result, the Group recorded a profit before tax of RM1.1 million for current quarter as compared to RM0.1 million in immediate preceding quarter. 

3. CURRENT YEAR PROSPECT

As full scale logging extraction has commenced, the Directors are optimistic of achieving better result for the financial year.

4. PROFIT FORECAST OR PROFIT GUARANTEE

There were no profit forecasts or profit guarantees released to the public apart from those disclosed under item A15. PN 17 STATUS.
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5.
INCOME TAX EXPENSE

No provision for taxation has been provided as the company has adequate tax credit carried forward.

6.
SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES


There were no sales/disposals of unquoted investments and properties during the current financial quarter and period ended 30 June 2007.
7.
QUOTED SECURITIES

a) There was no purchase and sale of quoted securities for the current financial quarter  ended 30 June 2007.

b) There was no investment in quoted shares as at 30 June 2007.

8.
STATUS OF CORPORATE PROPOSALS

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

9.
BORROWINGS


There were no borrowings as at 30 June 2007.

SINORA INDUSTRIES BERHAD
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EXPLANATORY NOTES TO THE INTERIM FINANCIAL STATEMENTS
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10.
OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no off balance sheet financial instruments as at 30 June 2007.

11.
CHANGES IN MATERIAL LITIGATION


There were no changes in material litigation since the last annual balance sheet date of 31 December 2006.

12.
DIVIDEND PAYABLE

No interim ordinary dividend has been declared for the financial period ended 30 June 2007 (30 June 2006: Nil).

13.
EARNINGS PER SHARE
Basic earnings per share amounts are calculated by dividing profit for the period attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares in issue during the period: 

	
	2nd QUARTER


	YEAR TO DATE

	
	Current Year

30 Jun 2007


	Preceding Year

30 Jun 2006
	Current year

30 Jun 2007
	Preceding Year

30 Jun 2006

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

	Profit / (Loss) attributable to ordinary equity holders of the parent
	
	1,052
	
	
	(148)
	
	
	1,162
	
	
	(581)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issue

(‘000)
	100,000
	
	
	100,000
	
	100,000
	
	
	100,000
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Basic earnings per share for: (sen)
	
	
	
	
	
	
	
	
	
	
	
	

	Profit / (Loss) for the period
	
	1.05
	
	
	(0.15)
	
	
	1.16
	
	
	(0.58)
	

	
	
	
	
	
	
	
	
	
	
	
	
	


SINORA INDUSTRIES BERHAD

(Company No : 285072-M)
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14.
UTILIZATION OF SALES PROCEEDS FROM DISPOSAL OF SUBSIDIARIES

The Securities Commission (SC) in its letter of approval for the disposal of the Group’s former subsidiaries, Sinora Sdn. Bhd. and Innora Sdn. Bhd., specified the following conditions:

i)
The disposal proceeds of RM8,000,000 which are intended to be utilized for the proposed acquisition of new businesses should be placed in fixed deposit account until the new businesses to be acquired have been identified.  The SC’s approval is to be obtained prior to utilization of these proceeds.

ii) The Company is to disclose the status of utilization of the disposal proceeds in its quarterly announcements and annual reports until the proceeds have been fully utilized.
The Company has accordingly placed RM8,000,000 into designated interest bearing fixed deposit account, intended for financing the cost of oil palm plantation development.  To date, the Company has not drawn on these available funds.
15.
AUTHORISATION FOR ISSUE


The interim financial statements were authorized for issue by the Board of Directors in 

accordance with a resolution of the directors on 20 August 2007.

SINORA INDUSTRIES BERHAD

(Incorporated in Malaysia – 285072-M)

Condensed Income Statement For The Quarter Ended 30 June 2007

(The figures have not been audited)

	
	2nd QUARTER


	YEAR TO DATE

	
	Current Year

30 Jun 2007


	Preceding Year

30 Jun 2006
	Current year

30 Jun 2007
	Preceding Year

30 Jun 2006

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

	Continuing Operations
	
	
	
	
	
	
	
	
	
	
	
	

	Revenue
	
	3,692
	
	
	1,272
	
	
	4,634
	
	
	1,272
	

	Cost of sales
	
	(2,379)
	
	
	(909)
	
	
	( 2,968)
	
	
	(909)
	

	Gross profit
	
	1,313
	
	
	363
	
	
	1,666
	
	
	363
	

	Other Income
	
	203
	
	
	200
	
	
	371
	
	
	334
	

	Administrative expenses
	
	( 464)
	
	
	(711)
	
	
	( 875)
	
	
	( 1,278)
	

	Profit / (loss) before tax
	
	1,052
	
	
	(148)
	
	
	1,162
	
	
	( 581)
	

	Income tax expense
	
	-
	
	
	-
	
	
	-
	
	
	-
	

	Profit / (loss) for the period
	
	1,052
	
	
	(148)
	
	
	1,162
	
	
	( 581)
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Earnings per share attributable to

   equity holders of the parent: (sen)
	
	
	
	
	
	
	
	
	
	
	
	

	Basic, for profit / (loss) for the period
	
	1.05
	
	
	(0.15)
	
	
	1.16
	
	
	(0.58)
	

	
	
	
	
	
	
	
	
	
	
	
	
	


The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 December 2006 and the accompanying explanatory notes attached to the interim financial statements.

SINORA INDUSTRIES BERHAD

(Incorporated in Malaysia – 285072-M)

Consolidated Balance Sheet

As at 30 June 2007

	
	(Unaudited)
	(Audited)

	
	End of

Current Quarter

30 Jun 2007
	Preceding

Financial Year Ended

 31 Dec 2006

	
	
	RM’000
	
	
	RM’000
	

	ASSETS
	
	
	
	
	
	

	Non-current assets
	
	
	
	
	
	

	Property, plant and equipment
	
	1,341
	
	
	1,262
	

	Biological asset
	
	6,422
	
	
	3,005
	

	Deferred tax asset
	
	8
	
	
	8
	

	
	
	7,771
	
	
	4,275
	

	Current Assets
	
	
	
	
	
	

	
	Inventories
	
	286
	
	
	-
	

	
	Trade receivables
	
	197
	
	
	78
	

	
	Other receivables
	
	2,069
	
	
	986
	

	
	Tax refundable
	
	386
	
	
	36
	

	
	Short term investment
	
	5,682
	
	
	5,576
	

	
	Fixed deposits with licensed banks
	
	15,500
	
	
	19,700
	

	
	Cash and bank balances
	
	725
	
	
	713
	

	
	
	24,845
	
	
	27,089
	

	TOTAL ASSETS
	
	32,616
	
	
	31,364
	

	
	
	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	
	
	

	Equity attributable to equity holders of the parent
	
	
	
	
	
	

	
	Share capital
	
	100,000
	
	
	100,000
	

	
	Accumulated  losses
	
	(67,926)
	
	
	(69,088)
	

	Total equity
	
	32,074
	
	
	30,912
	

	
	
	
	
	
	
	

	Non-current liabilities
	
	-
	
	
	-
	

	
	
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	

	
	Trade payables
	
	336
	
	
	56
	

	
	Other payables
	
	206
	
	
	396
	

	Total liabilities
	
	542
	
	
	452
	

	TOTAL EQUITY AND LIABILITIES
	
	32,616
	
	
	31,364
	

	
	
	
	
	
	
	


The Consolidated Balance Sheet should be read in conjunction with the audited financial statements for the year ended 31 December 2006 and the accompanying explanatory notes attached to the interim financial statements.

SINORA INDUSTRIES BERHAD

(Incorporated in Malaysia – 285072-M)

Condensed Consolidated Cash Flow Statement

For the Quarter ended 30 June 2007
	
	
	
	6 months ended

30 June 2007
	
	6 months ended

30 June 2006

	
	
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	
	Net cash (used in)/generated from operating activities
	
	(859)
	
	4,748

	
	Net cash used in investing activities
	
	( 3,329)
	
	(683)

	
	Net (decrease)/increase in cash and cash equivalents
	
	( 4,188)
	
	4,065

	
	Cash and cash equivalents at the beginning of financial period
	
	20,413
	
	23,552

	
	Cash and cash equivalents at the end of the financial period
	
	16,225
	
	27,617

	
	
	
	
	
	

	
	Cash and cash equivalents at the end of the financial period comprise cash and bank balances
	
	16,225
	
	27,617

	
	
	
	
	
	


The condensed consolidated cash flow statement should be read in conjunction with the audited financial statements for the year ended 31 December 2006 and the accompanying explanatory notes attached to the interim financial statements.

SINORA INDUSTRIES BERHAD

(Incorporated in Malaysia – 285072-M)


Condensed Statement of Changes in Equity

    
For the Financial Quarter ended 30 June 2007
	
	
	                Total

	
	←Non-Distributable←
	              Equity

	
	Note
	Share

Capital

RM’000
	Accumulated

Losses

RM’000
	Total

RM’000

	
	
	
	
	

	At 1 January 2006
	
	100,000
	(67,863)
	32,137

	
	
	
	
	

	Loss for the period
	
	-
	 (581)
	( 581)

	
	
	
	
	

	
	
	
	
	

	At 30 June 2006
	
	100,000
	(68,444)
	31,556

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	At 1 January 2007
	
	100,000
	(69,088)
	30,912

	
	
	
	
	

	Profit for the period
	
	-
	1,162
	1,162

	
	
	
	
	

	At 30 June 2007
	
	100,000
	(67,926)
	32,074

	
	
	
	
	


The condensed consolidated statement of changes in equity should be read in conjunction with the audit financial statements for the year ended 31 December 2006 and the accompanying explanatory notes attached to the interim financial statements.
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