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

FIRST QUARTER ENDED 28 FEBRUARY 2007

A.
EXPLANATORY NOTES TO THE INTERIM FINANCIAL REPORT - FRS 134

A1
Basis of Preparation
The interim financial statements have been prepared under the historical cost convention unless otherwise indicated in the accounting policies.

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134 Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”).  

The interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 30 November 2006. These explanatory notes attached to the interim financial statements provide an explanation of the 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 30 November 2006.
A2
Changes In Accounting Policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 November 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 December 2006:

FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 117
Leases

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 124
Related Party Disclosures

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 139
Financial Instruments: Recognition and Measurement

FRS 140
Investment Property

The adoption of the above FRS does not have significant financial impact to the Group. The principal effects of the changes in accounting policies resulting from the adoption of the new/revised FRSs are discussed below:
(a) FRS 101: Presentation of Financial Statement


The adoption of the revised FRS 101 has affected the presentation of minority interest and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amount attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statement is based on the revised requirements of FRS 101, with the comparatives restated to conform with the period’s presentation.

(b) FRS 117: Leases


Prior to 1 December 2006, leasehold land was classified as property, plant and equipment and was stated at valuation less accumulated depreciation and impairment losses, if any. Upon the adoption of the FRS 117 at 1 December 2006, the unamortized revalued amount of leasehold land is retained as surrogate carrying amount of prepaid lease payments. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and certain comparative amounts as at 30 November 2006 have been restated.
(c) FRS 140: Investment Property


FRS 140 defines an investment property as a property held for long-term rental yield and/or for capital appreciation and is not occupied by the companies in the Group. It is initially measured at cost, including direct transaction cost.
The Group adopted the cost model to measure all its investment properties. Under the cost model, investment property is measured at depreciated cost less any impairment losses. Investment properties previously have been classified under investment properties as a separate line item on the face of the consolidated balance sheet within non-current assets. 

Previously, all investment properties were not depreciated. The change in accounting policy, which is accounted for retrospectively, has resulted in an increase of RM16,000 and RM7,000 in the Group’s accumulated losses as at 1 December 2006 and 1 December 2005 respectively to adjust for accumulated depreciation on investment properties in prior years. For the current quarter and period ended 28 February 2007, the resulting impact is an increase in depreciation charge of the Group by approximately RM2,000. 

Depreciation of investment properties is provided for on a straight-line basis at rate of 2% per annum.

(d) Comparative figures

The following comparative amounts have been restated due to the adoption of the applicable new and revised FRSs:
	
	Previously

Stated

RM’000
	Effects

RM’000
	Restated

RM’000

	At 30 November 2006
	
	
	

	
	
	
	

	Property, plant and equipment
	28,003
	(1,475)
	26,528

	Prepaid lease payments
	-
	1,475
	1,475

	Investment properties
	450
	(16)
	434

	Reserves
- Accumulated losses
	(49,278)
	(16)
	(49,294)


A3
Auditors’ Report on Preceeding Annual Financial Statements
The auditors’ report on the financial statements for the year ended 30 November 2006 was not qualified.
A4
Seasonal or cyclical factors 

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

A5
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.

A6
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 periods of the current or previous financial years that have a material effect in the current interim period.
A7
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. 
A8
Dividends paid

There was no dividend paid for the financial year ended 30 November 2006.

A9
Segment information

The Group's segmental report for the current and corresponding financial period is as follows:


[image: image1.emf]Property

Quarter And Year-To-Date Development Construction Timber Elimination Consolidated

Ended 28 February 2007 RM'000 RM'000 RM'000 RM'000 RM'000

Revenue

External Sales 366                    5                        4,361                 -                        4,732                 

Inter-segment sales -                        135                    29                      (164)                  -                         

Total Revenue 366                    140                    4,390                 (164)                  4,732                 

Result

Segment results (295)                  97                      103                    (771)                  (866)                   

Finance costs (591)                  (790)                  (185)                  667                    (899)                   

(1,765)                

Taxation -                         

Loss after taxation (1,765)                

Minority interests -                         

Net loss for the period (1,765)                

Assets

Segment assets 38,286               48,730               44,100               (56,668)             74,448               

Unallocated corporate assets 79                      

Consolidated total assets 74,527               

Liabilities

Segment liabilities 51,105               4,361                 3,177                 (50,322)             8,321                 

Unallocated corporate liabilities 63,146               

Consolidated total liabilities 71,467               

Other Information

Capital expenditure -                        -                        20                      -                        20                      

Depreciation 3                        2                        174                    -                        179                    



[image: image2.emf]Property

Quarter And Year-To-Date Development Construction Timber Elimination Consolidated

Ended 28 February 2006 RM'000 RM'000 RM'000 RM'000 RM'000

Revenue

External Sales -                        33                      3,980                 -                        4,013                 

Inter-segment sales -                        20                      12                      (32)                    -                         

Total Revenue -                        53                      3,992                 (32)                    4,013                 

Result

Segment results (148)                  400                    (251)                  (633)                  (632)                   

Finance costs (93)                    (308)                  (120)                  232                    (289)                   

(921)                   

Taxation -                         

Loss after taxation (921)                   

Minority interests -                         

Net loss for the period (921)                   

Assets

Segment assets 36,291               48,364               43,725               (47,507)             80,873               

Unallocated corporate assets 190                    

Consolidated total assets 81,063               

Liabilities

Segment liabilities 44,024               3,023                 2,938                 (41,122)             8,863                 

Unallocated corporate liabilities 65,913               

Consolidated total liabilities 74,776               

Other Information

Capital expenditure -                        -                        20                      -                        20                      

Depreciation 4                        5                        161                    -                        170                    


A10
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 period.  
A11
Subsequent events

There were no material events not reflected in the financial statements subsequent to the quarter ended 30 November 2006 up to 23 April 2007 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).
A12
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.

A13
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 RM6.86 million as at 23 April 2007 (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 23 April 2007.  An amount of RM1 million has been advanced as at balance sheet date and included under Other Receivable in the Balance Sheet.
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B.
ADDITIONAL INFORMATION AS REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENTS (PART A OF APPENDIX 9B)
B1
Review of performance

The Group’s turnover for the current quarter and cumulative for three month ended 28 February 2007 was RM4.7 million which is broadly in line with the preceding year corresponding quarter/period of RM4.0 million. The Group’s loss before tax for the quarter/period and cumulative for three months ended 28 February 2007 was RM1.8 million as compared to a loss before tax of RM0.9 million for the corresponding quarter of previous year.
The Group’s turnover is mainly generated from its timber division involved in sawmilling, kiln drying and roof truss fabrication. There was no significant fluctuation compare to the preceding year corresponding quarter. However, the Group recorded a higher loss in the current quarter/period as compared to the preceding year corresponding quarter was mainly due to increase in operating cost.
B2
Material change in loss before taxation for the current quarter compared to the immediate preceding quarter

There was no material change in loss before taxation for the current quarter as compared to the immediate preceding quarter. The Group posted a loss before taxation of RM1.8 million for the current quarter reported as compared to a loss before taxation of RM1.1 million in the immediate preceding quarter under review. 
B3
Prospects

The Group has submitted its corporate proposals to Securities Commission and other relevant authorities for approval on 29 March 2007. The Group expects to secure additional working capital for its timber operations and property development activities from the corporate proposals via the proposed sales and leaseback arrangement as well as the proposed rights issue. Further, the proposals will significantly reduce the Group bank borrowings hence its finance costs.
The Regularisation Plan entails the following inter-conditional transactions:-

(i) Proposed sale and leaseback of Syarikat Kayu Wangi Berhad (“SKWB”) Sawmill Properties, comprising three (3) sawmills owned by SKWB and its subsidiary companies, SKW Subari Sdn. Bhd. and SKW Yew Chai Sdn. Bhd., together with a buyback arrangement, with Amanah Raya Berhad (“ARB”);
(ii) Proposed capital reconstruction via a newly incorporated company, Sentosa Global Berhad (“SENTOSA”), and involving the:
(a) proposed capital reduction by the cancellation of RM0.80 of the par value of every ordinary share of RM1.00 each in SKWB to set-off against the accumulated losses of SKWB; and

(b) proposed share swap on the basis of one (1) ordinary share of RM0.20 each in SKWB with two (2) new SENTOSA Shares; 

(iii) Proposed group reorganisation encompassing the transfer of all the subsidiaries of SKWB to SENTOSA;
(iv) Proposed debt settlement with RHB Bank Berhad (“RHB”), amounting to RM49,692,999 through the issue of  RM17,000,000 nominal value of Redeemable Convertible Unsecured Loan Stocks (“RCULS”) of RM0.10 each, a cash payment of RM17,000,000 and the waiver of the remaining outstanding debt amounting to RM15,692,999;
(v) Proposed renounceable rights issue of up to 405,529,160 Rights Shares together with up to 202,764,580 New Warrants after the Proposed Debt Settlement, on the basis of four (4) Rights Shares with two (2) free detachable New Warrants for every one (1) existing SENTOSA Share held;
(vi) Proposed transfer of the listing status of SKWB on the Second Board of Bursa Securities Malaysia Berhad to SENTOSA; and
(vii) Proposed exemption to Wangnas (M) Sdn. Bhd. from the obligation to extend a mandatory take-over offer for the remaining SENTOSA Shares not already owned by them upon completion of the Proposed Rights Issue under Practice Note 2.9.3 of the Code.

The Group is optimistic that the corporate proposals will bring improvement to the Group’s financial condition and results in the coming years.
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.
B6
Profits/(losses) on sale of unquoted investments and/or properties
There were no sales of unquoted investments and properties for the current quarter and financial period 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.

B8
Status of corporate proposals

With the completion of the Corporate Exercises on 5 August 2005, the balance of the proceeds from Rights Issue has been utilized as working capital for the Group’s property development. For the current quarter and period, the amount utilized is as follows:-


[image: image3.emf]Current  3 Months

Quarter Cumulative 

Ended To Date

28/02/07 28/02/07

RM '000 RM '000

Balance of Rights Issue Proceeds:

Beginning balance 2                   2                  

Amount utilised -                    -                   

Ending balance 2                   2                  


B9
Borrowings and debt securities

The Group’s borrowings (all denominated in Malaysian currency) are as follows:-

[image: image5.wmf]28/02/07

30/11/06

RM '000

RM '000

Short Term Borrowings

Secured

Term Loan

11,065

       

 

2,803

      

 

Bankers Acceptances and Bill Discounted

2,934

        

 

3,226

      

 

Bank Overdraft

2,166

        

 

2,438

      

 

Leasing Creditor

35

             

 

35

          

 

16,200

       

 

8,502

      

 

Unsecured

Bankers Acceptances and Bill Discounted

3,346

        

 

3,395

      

 

Bank Overdraft

1,761

        

 

1,805

      

 

5,107

        

 

5,200

      

 

Sub-total

21,307

     

 

13,702

  

 

Long Term Borrowings

Secured

Term Loan

41,152

       

 

49,409

    

 

Leasing Creditor

33

             

 

42

          

 

41,185

     

 

49,451

  

 

Total Borrowings

62,492

     

 

63,153

  

 


B10
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk as at 23 April 2007 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report).
B11
Material litigation 

There were no material litigations as at 23 April 2007 (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 period ended 28 February 2007.
B13
Earnings per share

(i) Basic earnings per share

The calculation of basic earnings per share for the current quarter and financial period is based on the net loss attributable to ordinary shareholders and divided by the weighted average number of ordinary shares outstanding during the current quarter and financial period.

[image: image4.emf]Current 3 Months

Quarter Cumulative

Ended To Date

28/02/07 28/02/07

Net loss for the period (RM '000) (1,765)          (1,765)         

Weighted average no. of ordinary shares in issue ('000) 42,553 42,553

Basic earnings per share (sen) (4.15)            (4.15)           


(ii) Diluted earnings 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. 

B14
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 27 April 2007.
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						Property

		Quarter And Year-To-Date				Development				Construction				Timber				Elimination				Consolidated

		Ended 28 February 2006				RM'000				RM'000				RM'000				RM'000				RM'000

		Revenue

				External Sales		-				33				3,980				-				4,013

				Inter-segment sales		-				20				12				(32)				-

				Total Revenue		-				53				3,992				(32)				4,013

		Result

				Segment results		(148)				400				(251)				(633)				(632)

				Finance costs		(93)				(308)				(120)				232				(289)

																						(921)

				Taxation																		-

				Loss after taxation																		(921)

				Minority interests																		-

				Net loss for the period																		(921)

		Assets

				Segment assets		36,291				48,364				43,725				(47,507)				80,873

				Unallocated corporate assets																		190

				Consolidated total assets																		81,063

		Liabilities

				Segment liabilities		44,024				3,023				2,938				(41,122)				8,863

				Unallocated corporate liabilities																		65,913

				Consolidated total liabilities																		74,776

		Other Information

				Capital expenditure		-				-				20				-				20

				Depreciation		4				5				161				-				170
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						Property

		Quarter And Year-To-Date				Development				Construction				Timber				Elimination				Consolidated

		Ended 28 February 2007				RM'000				RM'000				RM'000				RM'000				RM'000

		Revenue

				External Sales		366				5				4,361				-				4,732

				Inter-segment sales		-				135				29				(164)				-

				Total Revenue		366				140				4,390				(164)				4,732

		Result

				Segment results		(295)				97				103				(771)				(866)

				Finance costs		(591)				(790)				(185)				667				(899)

																						(1,765)

				Taxation																		-

				Loss after taxation																		(1,765)

				Minority interests																		-

				Net loss for the period																		(1,765)

		Assets

				Segment assets		38,286				48,730				44,100				(56,668)				74,448

				Unallocated corporate assets																		79

				Consolidated total assets																		74,527

		Liabilities

				Segment liabilities		51,105				4,361				3,177				(50,322)				8,321

				Unallocated corporate liabilities																		63,146

				Consolidated total liabilities																		71,467

		Other Information

				Capital expenditure		-				-				20				-				20

				Depreciation		3				2				174				-				179
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				Current				3 Months

				Quarter				Cumulative

				Ended				To Date

				28/02/07				28/02/07

				RM '000				RM '000

		Balance of Rights Issue Proceeds:

		Beginning balance		2				2

		Amount utilised		-				-

		Ending balance		2				2
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Sheet1

				Current				3 Months

				Quarter				Cumulative

				Ended				To Date

				28/02/07				28/02/07

		Net loss for the period (RM '000)		(1,765)				(1,765)

		Weighted average no. of ordinary shares in issue ('000)		42,553				42,553

		Basic earnings per share (sen)		(4.15)				(4.15)






