SYARIKAT KAYU WANGI BERHAD (64915-T)
UNAUDITED QUARTERLY REPORT ON FINANCIAL RESULTS FOR THE 

FIRST QUARTER ENDED 28 FEBRUARY 2005

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - MASB 26

A1
Accounting policies
The quarterly financial statement has been prepared in accordance with MASB 26 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad.  The accounting policies and methods of computation in the interim financial statements are consistent with the annual financial statement for the year ended 30 November 2004.  

A2
Audit Qualification

There was no audit qualification in the annual audit report of the Company’s previous annual financial statements for the year ended 30 November 2004.

A3
Seasonal or cyclical factors 

The principal business operations of the Group were not significantly affected by seasonal or cyclical factors.

A4
Items of unusual nature and amount
There were no items affecting the assets, liabilities, equity, net income, or cash flows of the Group that are unusual because of their nature, size or incidence.

A5
Changes in estimates of amounts reported in prior interim years of the current and prior financial years
There were no significant changes in estimates of amounts reported in prior interim years of the current or previous financial years that have a material effect in the current interim period.

A6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities 
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, share held as treasury shares and resale of treasury shares as at the date of issue of the quarterly report.

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - MASB 26

A7
Dividends paid

There is no dividend paid for the financial period ended 28 February 2005.

A8
Segment information
The Group's segmental report for the financial period is as follows:
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A9
Valuation of property, plant and equipment
The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements except for the net book values of the property and equipment where depreciation have been provided for in the current quarter and current financial year.  Any additions to the property, plant and equipment are carried at cost less depreciation charge for the current quarter and financial period to date.
A10
Subsequent events

There were no material events not reflected in the financial statements subsequent to the quarter ended 28 February 2005 up to 18 April 2005 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

A11
The effect of changes in the composition of the Group during the interim year, including business combinations, acquisition or disposal of subsidiaries and long-term investments, restructurings, and discontinuing operations

There were no changes in the composition of the Group during the current quarter and financial period to date.

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - MASB 26

A12
Contingent liabilities and contingent assets
As at the date of issue of this quarterly report, there were no contingent liabilities and contingent assets that had arisen since the last annual balance sheet date other than Corporate guarantee issued by the Company to financial institutions for credit facilities utilised by subsidiaries amounting to RM 7.843 million as at 18 April 2005 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).

By an agreement with the minority shareholder of Wangi KMB Bhd, the Company has given a guarantee that arising from the development project undertaken by that subsidiary company, pre-tax profit accruing to the minority shareholder of at least RM10 million will be generated, of which none has crystallized as at 18 April 2005.  An amount of RM1,000,000 has been advanced as at balance sheet date and included under Other Receivable in the Balance Sheet.

B.
ADDITIONAL INFORMATION AS REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS (PART A OF APPENDIX 9B)

B1
Review of performance

Despite the marginal decrease in turnover, the Group recorded a lower loss before taxation of RM0.8 million for the current quarter and financial period to date as compared to RM1.2 million for the preceding corresponding quarter and financial period to date under review.  This was primarily due to increase in kiln drying services and some cost saving measures within the Group as well as better debt collection. 

B2
Material change in loss before taxation for the current quarter compared to the immediate preceding quarter

The Group’s loss before taxation for the current quarter was RM 0.8 million as compared to the loss before taxation of RM1.6 million in the immediate preceding quarter under review.  This was primarily attributable to higher finance costs and the recognition of loss incurred by the low cost flat project in Melaka in the immediate preceding quarter.

B3
Prospects

The present economic conditions with sustainable growth, recovery in the property market, strong demand for timber based products in the overseas market and the impending completion of the corporate exercise as enumerated in Note B8 of this report will bring some impetus to the Group in the form of improved financial results for the forthcoming financial year.

B4
Variances from profit forecast and profit guarantee

Not applicable to the Group as no profit forecast or profit guarantee was published.

B5
Taxation

No provision for taxation is necessary, as the Group and Company has no chargeable income.

B.
ADDITIONAL INFORMATION AS REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS (PART A OF APPENDIX 9B)

B6
Profits/(losses) on sale of unquoted investments and/or properties
There were no sale of unquoted investments and properties for the current quarter and financial period to date under review.

B7
Particulars of purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the current quarter and financial period to date.

B8
Status of corporate proposals

In prior year, the Company had submitted to the Securities Commission (“SC”) the following proposals:-

(a) proposed renounceable two-call rights issue of up to 26,012,281 Rights Shares in SKW together with up to 13,006,140 new free detachable Warrants at an indicative issue price of RM1.00 per Rights Share, of which the indicative first call of RM0.70 per Rights Share shall be payable in cash upon acceptance, whilst the indicative second call of RM0.30 per Rights Share shall be capitalised from the Company’s revaluation reserve and/or share premium accounts, on the basis of two (2) Rights Shares with one (1) free Warrant for every two (2) existing ordinary shares held;

(b) proposed issuance of 10,000,000 new SKW Shares at an issue price to be determined later, as part settlement of the indebtedness owing by SKW to a financial institution; and

(c) proposed private placement of new Placement Shares in SKW representing up to 10% of the issued and paid-up share capital of the Company.

(Collectively referred to as the “Corporate Exercises”)

The SC had on 5 April 2004 approved the above Corporate Exercises and the Company had vide an Extraordinary General Meeting held on 27 August 2004 obtained the approval from the shareholders for the implementation of the Corporate Exercises.

On 28 September 2004, the PM Securities Sdn. Bhd. (“Adviser”), on behalf of the Company announced that the SC had vide its letter dated 27 September 2004, approved the Company’s application for an extension of an additional six (6) months up to 4 April 2005, to complete the Corporate Exercises.

On 25 March 2005, the SC further approved a final six (6) months up to 4 October 2005 for the Company to complete the Corporate Exercises.

Further details on the above Corporate Exercises can be obtained from the Circular to Shareholders of the Company dated 6 August 2004.

B.
ADDITIONAL INFORMATION AS REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS (PART A OF APPENDIX 9B)

B9
Borrowings and debt securities

The Group’s borrowings (all denominated in Malaysian currency) are as follows:-
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B10
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 18 April 2005.

B11
Material litigation 

There were no material litigations as at 18 April 2005 (the latest practicable date which is not earlier than 7 days from the-date of issue of this quarterly report).

B12
Dividends

The Board of Directors has not recommended any interim dividend for the current quarter.

B.
ADDITIONAL INFORMATION AS REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS (PART A OF APPENDIX 9B)

B13
Earnings per share
(i) Basic earnings per share

The calculation of basic earnings per share for the quarter and financial period to date are based on the net loss attributable to ordinary shareholders of RM 768,000 (2004 :  loss of RM1,199,000) and the weighted average number of ordinary shares in issue during the current quarter and financial period to date of 16,276,454 (2004 : 16,276,454).

(ii) Diluted earning per share

The diluted earning per share is not presented as the potential ordinary shares are anti-dilutive as their conversion to ordinary shares would decrease loss per share. 

By Order of the Board

Leong Siew Foong (MAICSA 7007572)

Secretary

Parit Sulong

25th April 2005
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