SANBUMI HOLDINGS BERHAD (Company No.8386-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE 2ND FINANCIAL QUARTER ENDED 30 JUNE 2003

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1. Basis of Preparation
The interim financial report is unaudited and has been prepared in compliance with MASB 26: “Interim Financial Reporting” and Paragraph 9.22 and Appendix 9B of Chapter 9 Part K of the Listing Requirements of the Kuala Lumpur Stock Exchange and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation used in the preparation of this interim financial report is consistent with those applied in the most recent audited annual financial statements for the year ended 31 December 2002, except for the adoption of the new accounting policies on Deferred Taxation and Employee Benefits. The new accounting policy on Deferred Taxation adopted by the Group is in compliance with MASB 25: “Income Taxes”, which became effective from 1 January 2003 and shall be read as follows:

‘Deferred Taxation

Deferred tax liabilities are recognised for all taxable temporary differences between the tax bases of assets and liabilities and their carrying amounts in the financial statements as at the balance sheet date. Deferred tax assets are recognised for all deductible temporary differences, unutilised tax losses and tax credits to the extent when it is probable that taxable profit will be available against which the deductible temporary differences, unutilised tax losses and tax credits can be utilised. 

Deferred taxation is recognised in the income statement, except when it arises from a transaction which is recognised directly in equity or when it arises from a business combination, in which case the deferred taxation is charged/credited directly in equity or included in the resulting goodwill/negative goodwill respectively.’

The adoption of the new accounting policies however has not given rise to any adjustments to the opening balances of retained profits of the prior year and the current period or to changes in comparatives.    

2. Audit Report on Preceding Year Annual Financial Statements
The audit report of the Group for the year ended 31 December 2002, being the most recent annual audited financial statements, was not qualified.

3. Seasonality or Cyclicality of Operations
The timber related business segment of the Group is affected by the seasonal changes in weather and buying patterns. There is no seasonality factor affecting the operations of the other business segments of the Group.

All business segments of the Group are generally exposed to effects of the economic cycles.

4. Items or Incidence of an Unusual Nature 
The Directors are not aware of any items or incidence of an unusual nature not otherwise dealt with in this report which may or has substantially affected the value of assets, liabilities, equity, net income or cash flows of the Group for the financial quarter under review or the financial year-to-date. 

5. Effects of Changes in Estimates

There were no material changes in estimates of amounts reported in the current quarter or changes in estimates of amounts reported in prior financial years that may have a material effect in the current quarter.  

6. Changes in Debt and Equity Securities
There were no issuance or repayment of debt securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period under review.

7. Dividend Paid
No dividend has been paid since the end of the previous financial year. 

8. Segment Reporting
The Group is generally organised into three distinct business segments:

	· Timber

-
	Processing and trading of timber products



	· Mobile Cranes
-
	Rendering of mobile crane services



	· Others
             -
	Comprises investment holding, trading and warehousing services, neither of which are of a sufficient size to be reported separately.


	· Primary reporting format –business segments


	Financial period ended 30.06.03
	Timber
	Mobile Cranes
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	Total revenue
	161,648
	    5,800
	2,876
	 170,324

	Intersegment revenues
	-
	(797)
	(573)
	(1,370)

	Total external revenue
	161,648
	5,003
	2,303
	168,954

	Results
	
	
	
	

	Segment results (external)
	2,988
	(454)
	128
	2,662

	Share of profit from associate
	
	
	
	0

	Profit from ordinary activities before taxation
	
	
	
	2,662

	Taxation
	
	
	
	(845)

	Profit from ordinary activities after taxation
	
	
	
	1,817

	Minority interest
	
	
	
	48

	Net profit for the period
	
	
	
	1,865

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	142,144
	18,408
	50,203
	210,755

	Segment liabilities
	34,186
	2,026
	1,085
	37,297

	Capital expenditure
	364
	7
	-
	371

	Depreciation and amortisation
	1,811
	1,011
	306
	3,128

	
	
	
	
	


No geographical analysis has been prepared as the Group operates wholly in Malaysia.

9. Valuation of Property, Plant and Equipment

The property, plant and equipment are stated at cost or revalued amount less accumulated depreciation or amortisation and accumulated impairment losses and have been brought forward without amendment from the audited financial statements for the year ended 31 December 2002.  

10.  Material Events Subsequent to the Balance Sheet Date

There were no material subsequent events as at 15 August 2003 (being the latest practicable date which is no earlier than 7 days from the date of issue of this quarterly report) that will affect the financial results for the financial period under review. 

11. Changes in Composition of the Group
There were no changes in the composition of the Group during the financial period under review.

12. Contingent Liabilities

There were no contingent liabilities as at 15 August 2003 (being the latest practicable date which is no earlier than 7 days from the date of issue of this quarterly report) that will affect the financial results for the financial period under review.

13. Additional Information Pursuant to Appendix 9B of the Listing Requirements of  the KLSE 
13.1 Review of performance

The Group recorded a favourable increase in revenue by approximately 15.3% in the current quarter as compared to that in the preceding quarter. The increased revenue for the current quarter was mainly attributable to the increase in sale of both timber logs and sawn timber. The Group’s turnover for the 2nd quarter of FY2003 stood at RM90.49 million with revenue derived from the Group’s core business segment of processing and trading of timber products recording an approximate 95.7% contribution whereas the mobile crane segment contributed approximately 3.0% on total revenue. The contributions from the timber segment was approximate 0.7% higher than its preceding quarter contributions. 

13.2 Variance of results against immediate preceding quarter

The Group recorded a profit before tax (PBT) of RM2.04 million in the 2nd quarter of FY2003, an increase by approximately RM1.41 million as compared to the PBT of RM0.63 million recorded for the 1st quarter of FY2003. The favourable improvement in PBT was attributed mainly to the increase in contributions from sales of timber logs. 

13.3 Prospects for the current financial year

The Directors are of the view that the overall performance of the Group will continue to depend substantially on the performance of the timber business for the current financial year. 

Though the overall prospects for the timber industry remains positive with improved prices and demand for timber products, the outlook remains highly uncertain and very much dependent on external factors. It is foreseen that in the short term, the exports of timber products may continue to be adversely affected by the prolonged effects of the global economic slowdown which continuously is being battered by one crisis after another. Barring the uncertainties and any unforeseen circumstances, the Group will continue to work towards improving its performance and earnings.

13.4 Profit Forecast

The Company did not issue any profit forecast or guarantee during the financial period under review.

13.5 Taxation

	
	3 months ended 30/06/03
	 6 months ended 30/06/03

	
	RM’000
	RM’000

	Tax expense for the period: 
	
	

	   Malaysian income tax
	612
	845

	   Deferred taxation
	-
	-

	   
	612
	845


The effective tax rate of the Group is higher than the statutory tax rate applicable on the profit of the Group principally due to losses of certain subsidiaries cannot be set off against taxable profits made by other subsidiaries in the Group.

13.6 Sale of unquoted investments and/or properties

There were no sales of unquoted investments or properties during the financial period under review.

13.7 Purchases or disposal of quoted securities 

a) There were no purchases or disposals of quoted securities during the financial period under review;

b) There were no investments in quoted securities as at the end of the financial period under review.

13.8 Corporate proposals

There were no corporate proposals announced but not completed as at 15 August 2003 (being the latest practicable date which is no earlier than 7 days from the date of issue of this quarterly report) that will affect the financial results for the financial period under review. 

13.9 Group borrowings

The details of the secured borrowings of the Group are as follows:-

	
	As at

30.06.03
	

	
	RM’000
	

	Short term borrowings:

   Bankers acceptance
	9,705
	

	   Bank overdrafts
	343
	

	
	10,048
	


There were no unsecured or long-term borrowings outstanding as at the end of the current financial period under review. 

13.10 Off  balance sheet financial instruments

There were no financial instruments with off balance sheet risk at the end of the reporting period.

13.11 Material litigations

The material litigations of the Group pending as at the date of this quarterly report are as follows:-

i) On 11 March 1998, EMC Cranes Sdn Bhd (“EMCC”), a wholly owned subsidiary of Sanbumi Holdings Berhad, filed a civil suit against CH Steel Bhd for a sum of RM1,001,484.99 being debt due for rental of cranes. The solicitor for the Defendant has discharged himself from the matter. Hearing is fixed on 29 August 2003 to record consent judgement.

ii) On 10 November 2001, EMCC filed a civil suit against Kuala Yakin Sdn Bhd for a sum of RM3,943,498.68 being debt due for purchases of buses. On 10 October 2002, an application for Summary Judgement was filed and served on the Defendant but was withdrawn on 19 May 2003 pending the settlement arrangement to be made by Defendant. The matter fixed for mention on the status of the settlement on 31 July 2003 has been postponed, pending finalisation of the settlement arrangement to 22 August 2003.

iii) On 10 November 2001, EMCC filed a civil suit against Syarikat Kenderaan Bukit Gantang Bhd for a sum of RM4,429,979 being debt due for purchases of buses. On 10 October 2002, an application for Summary Judgement was filed and served on the Defendant but was withdrawn on 19 May 2003 pending the settlement arrangement to be made by Defendant. The matter fixed for mention on the status of the settlement on 31 July 2003 has been postponed, pending finalisation of the settlement arrangement to 22 August 2003. 

13.12     Proposed dividends

No dividend has been declared or proposed since the end of the previous financial year.

13.13     Earnings per share 

Basic earnings per share of the Group is calculated by dividing the net profit attributable to shareholders with the weighted average number of shares in issue during the reporting period. 

	
	INDIVIDUAL PERIOD
	CUMULATIVE PERIOD

	
	Quarter ended
	Period ended

	
	30/06/03
	30/06/02
	30/06/03
	30/06/02

	Net profit attributable to Shareholders(RM’000)
	1,449
	2,260
	1,865
	6,478

	
	
	
	
	

	Weighted average number of  

  Shares in issue (’000):-
	189,238
	189,238
	189,238
	189,238
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