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INTERIM FINANCIAL REPORT


B.       
ADDITIONAL INFORMATION REQUIRED BY THE MALAYSIA SECURITIES EXCHANGE BERHAD’S LISTING REQUIREMENTS

B1

Review of Performance

Compared to the corresponding period in the preceding year, the Group registered revenue of RM144.58 million and profit before taxation of RM14.45 million as compared to the post-acquisition revenue and profit before taxation of RM10.25 million and RM1.32 million(before the deduction of one-off acquisition of listing status totaled RM37.87 million)respectively after its’ listing on 8 September 2003.
B2

Variation of results against preceding quarter

Compared to the immediate preceding quarter, the Group’s turnover for the current quarter has improved by 33% from RM49.00 million to RM65.14 million. However, the profit before taxation has deteriorated by RM1.86 million to RM4.30 million, attributable mainly to the lower gross profit margin and increased interest expenses.  

B3

Current Year Prospects

Based on the existing balance of order books, the Group is confident of achieving better financial performance for the financial year ending 31 December 2004 as it continues to strengthen its core business activities locally and abroad. Concurrently, with the proposed acquisition of a group of companies that principally involved in the business of hiring, chartering, transporting, operating, provision of related shipping services to oil & gas industry, the Company looks forward to venture into new marine oil tankers transportation business that generates recurring earnings based on the long term lease contracts of these coastal oil tankers to the oil majors. 
B4
Variance on Forecast Profit/Profit Guarantee

The Group does not announce any profit forecast nor profit guarantee during the financial quarter.

B5
Taxation











	

	Current

Quarter

RM’000
	
	Financial

   Year

RM’000

	Current taxation
	(1,594)
	
	    (4,716) 

	(Over)/Under-Provision in the prior year
	        0
	
	           0

	Deferred taxation
	        0
	
	           0



	
	(1,594)
	
	    (4,716)

	Share of taxation of associated companies
	        0
	
	           0

	
	(1,594)
	
	    (4,716)


The effective tax rate of the Group approximates the statutory tax rate.


B6
Unquoted investments and/or properties

On 3 June 2004, the Company invested RM5.0 million in subordinated bonds issued by Kerisma Berhad in pursuant to its’ participation in the KERISMA Primary Collateralised Loan Obligations Programme arranged by Alliance Merchant Bank Bhd. 
There were no disposal of unquoted investments and properties during the quarter under review.  

B7
Quoted securities

There were no purchases and sales of quoted securities during the quarter under review. 

B8
Status of corporate proposals

Private Placement

On 27 February 2004, the Company proposed a private placement of up to 10% of the issued and paid-up share capital comprising 132,870,424 ordinary shares of RM1.00 each. The number of new shares to be issued pursuant to Proposed Private Placement is up to 13,287,042 shares  at an issue price of not lower than the par value of the Company’s shares of RM1.00 each. The proceeds from the Proposed Private Placement will be utilized mainly to reduce the Group’s borrowings, finance the working capital requirement of the Group and to defray the expenses relating to the Proposed Private Placement. 

The Proposed Private Placement application of the Company have been approved by Securities Commission(“SC”) and Unit Pemantuhan Ekuiti, Jabatan Pengambilalihan dan Percantuman of the SC via its letter dated 13 May 2004 together with the terms and conditions contained therein. 

On 27 October 2004, the Company has submitted an application to SC seeking the approval for an extension of time of six(6) months from 13 November 2004 until 12 May 2005 for the implementation of private placement.

Proposed Acquisitions and Proposed Rights Issue With Warrant

On 1 July 2004, the Company entered into a Conditional Share Purchase Agreement(“Conditional SPA”) with the respective vendors of Semado Maritime Sdn Bhd; Semua Shipping Sdn Bhd; Tubau Oil Supply Sdn Bhd; and Mini Tanker Chartering Sdn Bhd (collectively known as “Acquiree Companies”). The Company has also on even date entered into a Stakeholder Agreement with the Vendors and Raslan Loong, Advocates & Solicitors wherein the vendors have severally agreed to guarantee and undertake to the Company that the aggregate profit after tax of the Acquiree Companies for the financial year ending 31 December 2004 shall be at least equal to RM9.0 million subject to the terms and conditions therein.  The total cash consideration of RM50.0 million for the Proposed Acquisitions shall be financed by a combination of internal generated funds and the proceeds to be raised from the Proposed Renounceable Rights Issue of up to 36,539,367 new ordinary shares of RM1.00 each (“Rights Shares”) together with up to 18,269,683 Detachable Free Warrants (“New Warrant”) on the basis of two(2) Rights  Shares with one(1) New Warrant for every eight(8) existing shares held.

The acquisition proposal application has been submitted on 24 November 2004 to Securities Commission and Foreign Investment Committee for approval. 
B9
Group borrowings and debt securities

The Group does not have or issue any debt securities during the quarter under review. The borrowings of the Group are classified as follows: -

	
	Secured

RM’000
	
	Unsecured

RM’000

	Short term borrowings
	  20,735
	
	     0

	Long term borrowings
	    6,075
	
	    50,000



	
	  26,810
	
	    50,000







B10
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk issued during the quarter under review.

B11
Material Litigation

The material litigation of the Group as at 22 November 2004 are as follows:-

(i) Kho Ah Keong @ Kho Seng Ooi(“KAK”) vs Sumatec Corporation Sdn Bhd(“SCSB”)

KAK has instituted an action against SCSB on 11 December 2001 claimed for the payment of RM79,836. Both parties agreeable to settle the dispute amicably by way of instalment payments totaling RM60,000.00 The matter has been further fixed for mention on 20 December 2004 pending settlement.
(ii) CL Machineries Sdn Bhd(“CMSB”) vs Sumatec Corporation Sdn Bhd(“SCSB”)

CMSB have on 3rd December 2002 filed a Writ of Summons and Statement of Claim against SCSB for the payment of RM576,129, together with interest thereon at the rate of 8% per annum. Accordingly, Kuantan High Court has ordered on 3 September 2003 to transfer the legal case to Kuala Terengganu High Court. Plaintiff has agreed and accepted an out-of-court settlement payment of RM460,000.00 and is now pending the filing of Notice of Discontinuance to withdraw the case. 

(iii) Prostart Engineering (M) Sdn Bhd(“PESB”)  vs Sumatec Corporation Sdn Bhd(“SCSB”)

PESB have on 18 November served a Statutory Notice pursuant to Section 218 of the Companies Act, 1965 (Act 125) against SCSB claimed for the payment of RM572,144. However, the plantiff’s solicitors have later replied vide their letter dated 1 December 2003 that they will not proceed with the winding-up petition unless the judgment is obtained. Subsequent to the receipt of Writ of Summons on 14 July 2004, we requested our ultimate client Syntomer to be included as a co-defendant and is pending their reply. We have filed Statement of Defence on 2 September 2004. No further date is given by Court.   

B12
Dividends

No dividend has been recommended during the quarter under review.

B13
Earnings Per Share (Sen)


The basic earnings per share is computed based on the net profit for the quarter/period ended 30 September 2004 of RM2.792 million / RM9.795 million and the weighted average number of ordinary shares outstanding during the period ended 30 June 2004 of 132,870,424. 
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