SANBUMI HOLDINGS BERHAD (Company No.8386-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE 2nd FINANCIAL QUARTER ENDED 30 JUNE 2006

NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1. Basis of Preparation
The interim financial report is unaudited and has been prepared in compliance with Financial Reporting Standard (FRS) 134: “Interim Financial Reporting” and Paragraph 9.22 and Appendix 9B of Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2005.

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 2005, except for the adoption of the new/revised FRS effective for financial period beginning 1 January 2006.

The adoption of the new/revised FRS’s does not have significant financial impact on the Group. The effects of the adoption and the changes in accounting policy resulting thereof are as follows:

a) FRS 101: Presentation of Financial Statements

The adoption of FRS 101 has affected the presentation of minority interest in the consolidated balance sheet, income statement and the statement of changes in equity of the Group. Minority interest is now presented within total equity in the consolidated balance sheet and as an allocation of the total profit or loss for the period in the consolidated income statement. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also require disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period attributable to equity holders of the parent and minority interest. 

Comparatives have been reclassified to conform with current period’s presentation.

b) FRS 140: Investment Property   

The adoption of this new FRS 140 requires the Group to apply a new accounting policy for Investment Property (IP). IP is defined as property (land and/or building) held to earn rentals and/or for capital appreciation. IP is to be stated at fair value, representing the prevailing open-market value determined by the directors based on supporting market evidences. Gains or losses arising from the change in fair value of IP are recognised in profit or loss in the period in which they arise. 

Prior to 1 January 2006, IP were classified under Property, plant and equipment (PPE) and stated at revalued amounts less depreciation, where applicable, and were subject to periodic revaluation, at least once in every five years. The last revaluation being in 2005. The net increase arising on revaluation, if adjusted, was credited to equity as revaluation reserve. Net decrease, to the extent that is not supported by any previous revaluation, was charged to the income statement. 

In accordance with the transitional provisions of FRS 140, this accounting policy is applied prospectively. The changes have been accounted for by reclassifying the IP from PPE and restating the following opening balances in the balance sheet as at 1 January 2006:

	
	As at 

1/1/06

RM’000

	Increase in fair value of IP 
	1,482

	Decrease in revaluation reserve
	8,361

	Increase in retain earnings
	(9,428)

	Increase in deferred tax
	(415)


2. Audit Report on Preceding Year Annual Financial Statements
The audit report of the Group for the financial year ended 31 December 2005, being the most recent annual audited financial statements, were not qualified.

3. Seasonality or Cyclicality of Operations
The timber segment of the Group, being its core business 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

The revised FRS 116: Property, Plant and Equipment requires the review of the residual value and remaining useful life an item of property, plant and equipment at least at each financial year end. The Group revised the estimated useful lives of certain plant and machinery from five years to eight years with effect from 1 January 2006. The revision is accounted for as a change in accounting estimates and as a result, the depreciation charge of the Group for the financial quarter under review and the financial year-to-date have been reduced by RM56,469 and RM112,937 respectively.
There were no other 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 and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial quarter under review or the financial year-to-date.

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

8. Segmental 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 30.06.06
	Timber
	Mobile Cranes
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	Total revenue
	63,707
	    309
	1,273
	65,289 

	Intersegment revenues
	-
	-
	(385)
	(385)

	Total external revenue
	63,707
	309
	888
	64,904

	Results
	
	
	
	

	Segment results (external)
	(5,121)
	(627)
	157
	(5,591)

	Share of profit from associate
	
	
	
	0

	Loss from ordinary activities before taxation
	
	
	
	(5,591)

	Taxation
	
	
	
	0

	Loss from ordinary activities after taxation
	
	
	
	(5,591)

	Minority interest
	
	
	
	59

	Net loss for the period
	
	
	
	(5,532)

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	123,095
	5,380
	57,811
	186,286

	Segment liabilities
	7,562
	859
	2,673
	11,094

	Capital expenditure
	233
	208
	-
	441

	Depreciation and amortisation
	1,486
	10
	94
	1,590

	
	
	
	
	


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 2005.  

10.  Material Events Subsequent to the Balance Sheet Date

There were no material subsequent events as at 19 August 2006 (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 of the Group for the financial quarter under review or the financial year-to-date. 

11. Changes in Composition of the Group
There were no changes in the composition of the Group during the financial quarter under review or the financial year-to-date.

12. Contingent Liabilities

There were no contingent liabilities as at 19 August 2006 (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 of the Group for the financial quarter under review or the financial year-to-date.

13. Additional Information Pursuant to Appendix 9B of the Listing Requirements of  Bursa Securities 
13.1 Review of Performance

The Group recorded a lower revenue of approximately 24.3% in the current quarter as compared to that in the preceding year corresponding quarter. The lower revenue is mainly attributable to the decline in sales of timber logs. Group’s revenue for the 2nd quarter of FY2006 stood at approximately RM25.27 Million with revenue derived from the timber related business activities contributing approximately 98% of total revenue.

13.2 Variance of Results Against Immediate Preceding Quarter

The Group recorded a lower loss before tax of approximately RM2.54 Million in the 2nd quarter of FY2006 as compared to the loss before tax of approximately RM3.05 Million recorded in the 1st quarter of FY2006. The timber related business activities of the Group continued to register losses for the financial quarter under review mainly due to the unfavourable margins derived from its sawn timber operations resulting from the higher raw material cost and the continued loss registered by the mobile crane operations. 

13.3 Prospects for the Current Financial Year

The Directors are of the view that the timber and timber-related products market will continue to be challenging due to competitive pressures and higher raw material cost.

13.4 Profit Forecast

The Company did not issue any profit forecast or guarantee during the financial quarter under review or the financial year-to-date.

13.5 Taxation

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

	
	RM’000
	RM’000

	In respect of current period: 
	
	

	   Malaysian income tax
	-
	-

	   Deferred taxation
	-
	-

	
	-
	-

	In respect of prior year:
	
	

	   Malaysian income tax
	-
	-

	   
	-
	-


There is no tax charge for the financial quarter under review principally due to losses incurred by the subsidiaries.

13.6 Sale of Unquoted Investments and/or Properties

There were no sales of unquoted investments or properties during the financial quarter under review or the financial year-to-date.

13.7 Purchases or Disposal of Quoted Securities 

a) There were no purchases or disposals of quoted securities during the financial quarter under review or the financial year-to-date;

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

13.8 Corporate Proposals

There were no new corporate proposals announced but not completed as at 19 August 2006 (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 quarter under review. 

13.9 Group Borrowings

There were no secured or unsecured borrowings outstanding as at the end of the financial quarter 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 10 November 2001, EMCC filed a civil suit against Kuala Yakin Sdn Bhd for a sum of RM4,197,916.68 being debt due for purchases of buses. A consent judgement for a settlement sum of 10 % of the debt to be payable in installments over a period of five years was recorded on 5 August 2004. Debtor commenced repayment by way installment effective July 2005. A total of RM66,000.00 had been received as at the end of the reporting period. 

ii) On 10 November 2001, EMCC filed a civil suit against Syarikat Kenderaan Bukit Gantang Bhd for a sum of RM4,671,000 being debt due for purchases of buses. A consent judgement for a settlement sum of 10 % of the debt to be payable in installments over a period of five years was recorded on 5 August 2004. Debtor commenced repayment by way installment effective July 2005. A total of RM81,400.00 had been received as at the end of the reporting period. 

13.12     Proposed Dividends

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

13.13     Earnings/(Loss) Per Share 

The basic earnings/(loss) per share of the Group is calculated by dividing the net profit/(loss) attributable to equity holders of the parent with the number of shares in issue during the reporting period. 

	
	INDIVIDUAL PERIOD
	CUMULATIVE PERIOD

	
	3 months ended
	6 months ended

	
	30/06/06
	30/06/05
	30/06/06
	30/06/05

	Net profit/(Loss) attributable to equity holders of the parent(RM’000)
	(2,506)
	247
	(5,532)
	(634)

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

	Basic Earnings/(Loss) per share (sen)
	(1.32)
	0.13
	(2.92)
	(0.34)
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SANBUMI HOLDINGS BERHAD
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