SANBUMI HOLDINGS BERHAD (Company No.8386-P)

INTERIM FINANCIAL REPORT FOR THE 4th FINANCIAL QUARTER AND THE FINANCIAL YEAR ENDED 31 DECEMBER 2010

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
1. Basis of Preparation
The interim financial report is unaudited and has been prepared in accordance with the Financial Reporting Standard (“FRS”) 134: “Interim Financial Reporting” issued by the Malaysian Accounting Standards Board and Paragraph 9.22 and Appendix 9B of Chapter 9 Part K of the Main Market Listing Requirements (“MMLR”) of Bursa Malaysia Securities Berhad (“Bursa Securities”). The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2009.

The accounting policies, methods of computation and the basis of consolidation used in the preparation of this interim financial report are consistent with those applied in the most recent audited annual financial statements for the year ended 31 December 2009, except for the adoption of the following new and revised FRSs and Issues Committee Interpretations (“IC Ints.”) that are effective for the financial periods beginning on or after 1 January 2010:
	FRS 4
	Insurance Contracts

	FRS 7
	Financial Instruments: Disclosures

	FRS 101 (Revised)
	Presentation of Financial Statements

	FRS 123 (Revised)
	Borrowing Costs

	FRS 139 (Revised)
	Financial Instruments: Recognition and Measurement

	Amendments to FRS 1 & FRS 127
	First-time Adoption of Financial Reporting Standards & Consolidated and Separate Financial Statements: Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

	Amendments to FRS 2
	Share-based Payment- Vesting Conditions And Cancellations

	Amendments to FRS 132
	Financial Instruments: Presentation

	Amendments to FRS 7, FRS 139 & IC Int. 9
	Financial Instruments: Disclosures; Financial Instruments: Recognition and Measurement & Reassessment of Embedded Derivatives

	IC Int. 9
	Reassessment of Embedded Derivatives

	IC Int. 10
	Interim Financial Reporting and Impairment

	IC Int. 11
	FRS 2- Group and Treasury Share Transactions

	IC Int. 13
	Customer Loyalty Programmes

	IC Int. 14
	The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction

	Annual Improvements To FRSs (2009)
	


The adoption of the above FRSs and IC Ints. and amendments do not have any significant effects on the interim financial report of the Group, other than as explained below:

a) FRS 101(Revised): Presentation of Financial Statements

The Standard separates owner and non-owner changes in equity. Therefore, the consolidated statement of changes in equity only includes details of transactions with owners. All non-owner changes in equity, if any, will be presented as a single line labeled as total comprehensive income. The Standard has also introduced terminology changes (including revised titles for the financial statements). This Standard did not have any impact on the financial position and results of the Group. 
b) FRS 139 (Revised) and Amendments to FRS 139: Financial Instruments: Recognition and Measurement
The Standard establishes principles for recognition and measurement of financial assets, financial liabilities and some contracts to buy and sell non-financial items. This Standard did not have any significant impact on the financial position and results of the Group. 
2. Auditors’ Report on Preceding Annual Financial Statements

The most recent annual audited financial statements for the year ended 31 December 2009 was not subject to any audit qualification.

3. Seasonal and Cyclical Factors
All business segments of the Group are generally exposed to the effects of the economic and seasonal 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 current financial quarter under review and the financial year todate. 
5. Effects of Changes in Estimates

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

6. Changes in Debt and Equity Securities
There were no issuance and repayments of debt and equity securities for the current financial quarter under review and the financial year todate except for the following:

· Shares repurchased and held as treasury shares

During the financial quarter under review, the Company repurchased 5,000 of its ordinary shares in issue from the open market at approximately RM0.32 per share. The Company repurchased a total of 10,000 of its ordinary shares in issue from the open market during the financial year todate. All consideration paid for the repurchases were financed by internally generated funds. To date, the Company has repurchased 15,056,800 ordinary shares, all of which are being held as treasury shares in accordance with Section 67A of the Companies Act 1965.
7. Dividends
There were no dividends paid for the current financial quarter under review and the financial year todate. 

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

	· Timber

-
	Processing and trading of timber products

	· Tourism services
-
	Inbound and outbound tours and ticketing services, hospitality services and related retail businesses

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

	· Primary reporting format –business segments


	Financial period ended 31.12.10
	Timber
	Tourism Services
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	Total revenue
	40,101
	    22,441
	1,919
	64,461 

	Intersegment revenues
	-
	(29)
	(312)
	(341)

	Total external revenue
	40,101
	22,412
	1,607
	64,120

	Results
	
	
	
	

	Segment results (external)
	(4,527)
	(1,135)
	(1,016)
	(6,678)

	Share of profit from associate
	
	
	
	-

	Loss from ordinary activities before taxation
	
	
	
	(6,678)

	Taxation
	
	
	
	(28)

	Loss from ordinary activities after taxation
	
	
	
	(6,706)

	Minority interest
	
	
	
	1

	Net loss for the period
	
	
	
	(6,707)

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	58,129
	53,884
	39,309
	151,322

	Segment liabilities
	16,159
	5,115
	2,866
	24,140

	Capital expenditure
	22
	28,448
	-
	28,470

	Depreciation and amortization
	1,504
	1,601
	88
	3,193

	Renovation work-in-progress
	-
	9,980
	-
	9.980

	Impairment loss
	700
	-
	580
	1,280


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

9.  Material Events after the Reporting Period
There were no material subsequent events as at 18 February 2011 (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 current financial quarter under review and the financial year todate. 

10. Changes in Composition of the Group
On 27 April 2010, the Company acquired the entire issued and paid-up capital of a newly incorporated company, North South Hotel Sdn Bhd (“NSH”) for a total cash consideration of RM2.00. The intended principal activity of NSH is to carry on business under the tourism related services of the Group. The company is currently dormant.
10.
Changes in Composition of the Group (Cont’d)

On 21 May 2010, the Company acquired the entire issued and paid-up share capital of a newly incorporated company, Ninewise Sdn Bhd (“Ninewise”) for a total cash consideration of RM2.00. The company subsequently increased its paid-up share capital to 1,311,022 ordinary shares of RM1.00 each.  

On 9 September 2010, the Company disposed its entire holdings of 1,311,022 ordinary shares of RM1.00 each in Ninewise for a total cash consideration of RM1,680,000 to be paid by way of forty equal monthly installments. As a result of this disposal, Ninewise ceased to be a subsidiary company.

On 9 September 2010, the Company acquired the entire issued and paid-up capital of a newly incorporated company, Nouvelle Hotel Sdn Bhd (“NH”) for a total cash consideration of RM2.00. The primary business activity of NH is to manage the hotel business of the Group.

There were no other changes in the composition of the Group during the current financial quarter under review and the financial year todate.
11. Contingent Assets or Liabilities

There were no contingent assets or liabilities as at 18 February 2011 (being the latest practicable date which is no earlier than 7 days from the date of issue of this quarterly report) that will or may affect the financial results of the Group for the current financial quarter under review and the financial year todate.
12. Additional Information Pursuant to Appendix 9B of the MMLR of  Bursa Securities 
12.1 Group Performance Review
The Group’s revenue for the financial quarter ended 31 December 2010 stood at RM9.23 million as compared to RM13.13 million recorded for the preceding year corresponding quarter. The timber business segment only contributed 28.16% of total revenue for the current financial quarter as compared to 60.88% in the preceding year corresponding quarter. The tourism services segment, on the other hand contributed 67.10% of total revenue for the current financial quarter as compared to 36.97% in the preceding year corresponding quarter. The significant changes in the percentage ratio of contributions between the timber segment and the tourism services segment is an indication of the Group’s efforts to strengthen the position of its tourism services related business activities where growth is highly anticipated. 
The Group recorded a loss after tax of RM1.90 million for the financial quarter ended 31 December 2010 as compared to the RM1.27 million recorded in the preceding year corresponding quarter. The impairment of certain property and equipment of the Group mainly contributed to the higher losses.   
12.2 Comparison with Immediate Preceding Quarter Results
The Group’s pre-tax loss for the 4th quarter of FY2010 stood at RM1.90 million as compared to the pre-tax loss of RM1.67 million recorded in the immediate preceding quarter. The impairment on certain equipment of the Group mainly attributed to the higher losses. 
12.3 Prospects for the Next Financial Year

Despite the volatility in the global economic outlook and barring any unforeseen incidences, the Board of Directors are of the opinion that the Group’s new business landscape with the tourism services sector as its core activity will provide the momentum to turnaround the Group’s results. The Group expects to achieve the much desired improvements in performance given the positive indicators on the domestic economy and the expected growth in the domestic tourism industry. 
12.4 Profit Forecast

The Company did not issue any profit forecast or guarantee during the current financial quarter under review and the financial year todate.
12.5 Taxation
	
	3 months

ended

31/12/10
	Period

ended

31/12/10

	
	RM’000
	RM’000

	In respect of current period:
	
	

	  Income tax
	-
	-

	  Deferred tax 
	-
	-

	
	-
	-

	In respect of prior year:
	
	

	  Income tax
	28
	28

	
	28
	28


There is no tax charge for the current financial quarter under review and the financial year todate principally due to losses that are available to set-off any tax liabilities of the subsidiaries.

12.6 Sale of Unquoted Investments and/or Properties

On 1 July 2010, the Company entered into a Sale and Purchase Agreement (“SPA”) to dispose six contiguous parcels of freehold land located in Mukim 6, Daerah Seberang Prai Tengah, Penang for a total consideration of RM24,282,000 subject to terms and conditions as stipulated in the SPA. The rationale of the sale is to divest the low income yielding parcels of land so as to maximize available working capital to finance the Group’s expansion into the hotel services business. As at the date of this report the transaction is pending completion.
There were no sales of unquoted investments or other properties during the current financial quarter under review and the financial year todate.
12.7 Purchases or Disposal of Quoted Securities 

a) There were no purchases or disposals of quoted securities during the current financial quarter under review and the financial year todate;

b) There were no investments in quoted securities as at the end of the current financial quarter under review and the financial year todate.
12.8 Corporate Proposals

There were no new corporate proposals announced but not completed as at 18 February 2011 (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 current  financial quarter under review and the financial year todate. 

12.9 Group Borrowings

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

	
	31.12.10
	
	31.12.09

	
	RM’000
	
	RM’000

	Long term borrowings:
	
	
	

	     Term Loan
	5,000
	
	-

	
	
	
	

	Short term borrowings:
	
	
	

	     Bankers’ Acceptance
	3,500
	
	-


There were no unsecured borrowings outstanding as at the end of the current financial quarter under review and the financial year todate. 

12.10 Material Litigations

There were no pending material litigations involving the Group as at the date of this quarterly report. 

12.11 Proposed Dividends

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

12.12 Loss Per Share 

The basic loss per share of the Group is calculated by dividing the loss for the period attributable to owners of the Company with the weighted average number of shares in issue during the reporting period, excluding Treasury Shares held by the Company.

	
	INDIVIDUAL PERIOD
	CUMULATIVE PERIOD

	
	Quarter ended
	Year ended

	
	31/12/10
	31/12/09
	31/12/10
	31/12/09

	Loss for the period attributable to owners of the Parent (RM’000)
	(1,901)
	(1,266)
	(6,707)
	(7,623)

	Weighted average number of  Shares in issue (’000):-
	174,184
	174,192
	174,188
	174,192

	Basic Loss per share (sen)
	(1.09)
	(0.73)
	(3.85)
	(4.38)


12.13   Realised and Unrealised Profits Disclosure 

	
	As at 
31/12/10
RM’000
	As at
 30/09/10
RM’000

	Total retained profits of the Company and subsidiaries:
· Realised

· Unrealised
	30,902
71
	32,874
-

	
	30,973
	32,874

	Consolidation adjustments
	5,138
	5,138

	Total retained profits
	36,111
	38,012


The disclosure of realised and unrealised profits is compiled based on the Guidance of Special Matter No. 1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Securities Listing Requirements, issued by the Malaysian Institute of Accountants.

The disclosure is solely for the purposes of complying with the disclosure requirements as stipulated in the directive of Bursa Securities and no comparatives are required for the first year of compliance..
By Order of the Board

SANBUMI HOLDINGS BERHAD

Molly Gunn Chit Geok

Company Secretary
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