SANBUMI HOLDINGS BERHAD (Company No.8386-P)

INTERIM FINANCIAL REPORT FOR THE 2nd FINANCIAL QUARTER ENDED 30 JUNE 2011
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 report of the Group for the year ended 31 December 2010.

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 report for the year ended 31 December 2010, except for the adoption of the following new and revised FRSs and Issues Committee Interpretations (“IC Ints.”) that are effective for the current financial year:
	FRS 1 (Revised)
	First-time Adoption of FRSs

	FRS 3 (Revised)
	Business Combinations

	FRS 127 (Revised)
	Consolidated and Separate Financial Statements 

	FRS 123 (Revised)
	Borrowing Costs

	Amendments to FRS 1(Revised) 
	Limited Exemption from Comparative FRS 7 Disclosures for First-time Adopters 

	Amendments to FRS 1
	Additional Exemptions for First-time Adopters 

	Amendments to FRS 2
	Scope of FRS 2 and FRS 3(Revised)

	Amendments to FRS 2
	Group Cash-settled Share-based Payment Transactions

	Amendments to FRS 5
	Plan to Sell the Controlling Interest in a Subsidiary

	Amendments to FRS 7
	Improving Disclosures about Financial Instruments

	Amendments to FRS 138
	Consequential Amendments Arising from FRS 3(Revised)

	Amendments to IC Int. 9
	Scope of IC Int. 9 and FRS 3(Revised)

	IC Int. 4
	Determining Whether An Arrangement Contains a Lease

	IC Int. 12
	Service Concession Arrangements

	IC Int. 16
	Hedges of a Net Investment in a Foreign Operation

	IC Int. 17
	Distributions of Non-cash Assets to Owners

	IC Int. 18
	Transfers of Assets from Customers

	Annual Improvements To FRSs (2010)
	


The adoption of the above FRSs and IC Ints. (including the consequential amendments) are not relevant to the operations of the Group and have no significance on the current interim financial report, other than as explained below:

a) FRS 3(Revised): Business Combinations
The revised standard introduces significant changes to the accounting for business combinations, both at the acquisition and post acquisition dates and requires greater use of fair values. In addition, the standard requires all transaction costs, other than share and debt issue costs, be expensed as incurred. The revised standard is applicable prospectively and has no financial impact on the current interim financial report of the Group.  
b) FRS 127 (Revised): Consolidated and Separate Financial Statements
The standard requires that changes in ownership interests by the group in a subsidiary, while maintaining control, to be recognized and accounted as an equity transaction and when the group loses its control, all interest retained in the former subsidiary to be measured at fair value with the gain or loss recognized in profit or loss. The revised standard also requires all losses attributable to the minority interest to be absorbed by the minority interest instead of by the parent.  The major changes under the revised standard are applicable prospectively and have no financial impact on the current interim financial report of the Group. 
2. Auditors’ Report on Preceding Annual Financial Statements

The most recent annual audited financial statements for the year ended 31 December 2010 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, repurchase and repayments of debt and equity securities for the current financial quarter under review and the financial year-to-date.

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:

	· Tourism services
-
	Hospitality services, inbound and outbound tours and ticketing services and related retail businesses

	· Timber

-
	Processing and trading of timber products

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

	· Primary reporting format –business segments


	Financial period ended 30.06.11
	Timber
	Tourism Services
	Others
	Group

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	Total revenue
	-
	    20,134
	633
	20,767 

	Intersegment revenues
	-
	(5)
	(96)
	(101)

	Total external revenue
	-
	20,129
	537
	20,666

	Results
	
	
	
	

	Segment results (external)
	(295)
	(2,690)
	(510)
	(3,495)

	Share of profit from associate
	
	
	
	-

	Loss from ordinary activities before taxation
	
	
	
	(3,495)

	Taxation
	
	
	
	-

	Loss from ordinary activities after taxation
	
	
	
	(3,495)

	Minority interest
	
	
	
	1

	Loss attributable to Owners of the Company
	
	
	
	(3,496)

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	40,257
	62,576
	39,186
	142,019

	Segment liabilities
	2,115
	13,534
	2,922
	18,571

	Capital expenditure
	-
	6,521
	-
	6,521

	Depreciation and amortization
	151
	2,224
	38
	2,413


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 19 August 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 14 March 2011, the Company acquired the entire issued and paid-up capital of Fine Taste Products Sdn Bhd (“FTP”) for a total cash consideration of RM2.00. On 1 June 2011, FTP commenced its business of trading of local cottage industry products under the Tourism Services segment. 
10.
Changes in Composition of the Group (Cont’d)

On 14 March 2011, the Company also acquired the entire issued and paid-up capital of Sinoreno Jewellery Sdn Bhd (“SJ”) for a total cash consideration of RM2.00. On 1 June 2011, SJ commenced its business of trading of jewellery under the Tourism Services segment. 

On 28 March 2011, the Company acquired the entire issued and paid-up share capital of Tropiks Products Sdn Bhd (“TP”) for a total cash consideration of RM2.00. On 1 June 2011, FTP commenced its business of trading of local cottage industry products under the Tourism Services segment.  

On 27 May 2011, the Company acquired the entire issued and paid-up capitals of M3 Station (SB) Sdn Bhd (“M3”) and Nouvelle Restaurant Sdn Bhd (“NR”) for a total cash consideration of RM2.00 each. These companies are expected to be involved in the business of operating restaurants under the Tourism Services segment.
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 19 August 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 30 June 2011 stood at RM12.09 million as compared to RM17.83 million recorded for the preceding year corresponding quarter whereas revenue for the period ended 30 June 2011 stood at RM20.67 million as compared to RM43.82 million recorded in the preceding year corresponding period. The differences in revenue for the current financial quarter and the current financial period are attributed to the change in the business direction adopted by the Group which resulted in a significant change in contribution mix. The ‘Tourism Services’ segment now contributes approximately 98% of the total revenue as compared to the 26% in the preceding year corresponding period, with the remaining being derived from the ‘Others’ segment. No revenue was recorded from the Timber segment for the current financial period.
12.2 Comparison with Immediate Preceding Quarter Results
The Group’s pre-tax loss for the 2nd quarter of FY2011 stood at RM1.35 million or 36.9% lower than the pre-tax loss of RM2.14 million recorded in the immediate preceding quarter. The positive contributions from certain existing and newly commenced businesses under the Tourism Services segment helped to reduce losses derived from the hospitality business which is in its inaugural year of operations. 
12.3 Prospects for the Current Financial Year

The Board of Directors is continuously working towards expanding the Group’s Tourism Services segment where sustainable growth is expected. In this regards, the Group is constantly improving its existing line of tourism products and introducing new line of tourism products to cater according to the market needs. With this the Board hopes to achieve the much desired improvement in the Group’s performance and results. The Board will continue to rationalize and consolidate, if necessary, the Group’s other businesses to optimize all available resources with a view to achieve a better performance moving forward.

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
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. With all term and conditions fulfilled and the full and final payment of the total consideration received, on 19 August 2011 the SPA was completed. 
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 19 August 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:-

	
	30.06.11
	
	31.12.10

	
	RM’000
	
	RM’000

	Long term borrowings:
	
	
	

	     Term Loan
	5,000
	
	5,000

	
	
	
	

	
	
	
	

	Short term borrowings:
	
	
	

	     Bankers’ Acceptance
	-
	
	3,500

	     Bank Overdraft
	179
	
	-

	
	
	
	

	
	179
	
	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 number of shares in issue during the reporting period, excluding Treasury Shares held by the Company.

	
	INDIVIDUAL PERIOD
	CUMULATIVE PERIOD

	
	Quarter ended
	Period ended

	
	30/06/11
	30/06/10
	30/06/11
	30/06/10

	Loss for the period attributable to owners of the Company (RM’000)
	(1,355)
	(2,551)
	(3,496)
	(3,103)

	Number of  Shares in issue (’000):-
	174,182
	174,182
	174,182
	174,182

	Basic Loss per share (sen)
	(0.78)
	(1.46)
	(2.01)
	(1.78)


12.13   Disclosure of Realised and Unrealised Profits  

	
	As at 
30/06/11
RM’000
	As at
 31/12/10
RM’000

	Total retained profits of the Group:
· Realised

· Unrealised
	29,338
(2,099)
	32,763
(2,028)

	
	27,239
	30,735

	Consolidation adjustments
	5,138
	5,138

	Total retained profits
	32,377
	35,873


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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