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INTERIM FINANCIAL REPORT


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

B1

Review of Performance

The Group recorded revenue of RM115.76 million and profit before taxation of RM11.57 million for the third quarter ending 30 September 2006. As compared to the preceding corresponding quarter, the Group’s turnover has reduced by RM0.86 million whereas profit before taxation has increased by RM2.18 million from RM116.62 million and RM9.39 million respectively. Increase in profit before tax was mainly due to gain in disposal of vessels.
B2

Variation of results against preceding quarter

Compared to the immediate preceding quarter, the Group’s turnover for the current quarter has increased by RM5.36 million from RM34.06 million to RM39.42 million. The profit before taxation however has reduced by RM1.08 from RM4.98 million to RM3.90 million.  The changes in profit were mainly due to gain in disposal of vessel in shipping division in preceding quarter and better gross margin for this quarter.
B3

Prospects

Based on the existing balance of order books and the expansion of the group of companies that principally involved in the business of hiring, chartering, transporting, operating, provision of related shipping services to oil & gas industry, the Group is confident of achieving better financial performance for the financial year ending 31 December 2006.
B4
Variance on Forecast Profit/Profit Guarantee


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

B5
Taxation



	

	
	
	

	
	3 months ended
	9 months ended
	
	
	

	
	30-Sep-06
	30-Sep-06
	
	
	

	
	RM’000
	RM’000
	
	
	

	Current taxation
	255
	629
	
	
	

	(Over)/Under-provision in the prior year
	-
	-
	
	
	

	Deferred taxation
	-
	-
	
	
	

	
	255
	629
	
	
	


The tax charge of the Group for this financial quarter ended 30  September 2006 reflects an effective tax rate which is lower than the statutory tax rate of 28% due to the certain income of the group are derived from the operation of sea-going Malaysian registered ship which is exempted from income tax under Section 54A of the Income Tax Act, 1967.

B6
Unquoted investments and/or properties

Semua Shipping Sdn. Bhd, wholly owned subsidiary of Sumatec Resources Berhad ("SRB"), had on 12 June 2006 and 18 October 2006 entered into four Shipbuilding Contracts with Yangzhou Kejin Shipyard Co., Ltd and Jiangsu Guotai International Group Co., Ltd for the construction of four (4) units of 8000 DWT product oil tanker for a total cash consideration of USD12,100,000 (equivalent to RM43,923,000) each. It was part of the Sumatec's plan to expand further its marine transportation services. After the delivery, the Vessels will be used to perform contracts from major oil companies for the shipment of petroleum products.

Semua Shipping Sdn Bhd has disposed two unit of oil tanker and recorded RM4 million gains on disposal of property. This was part of Sumatec's plan to phase out old single hull oil tanker in accordance with the International Maritime Organization requirements. 
There were no other purchases or sales of unquoted securities during the financial quarter under review and financial year to date except those mentioned in Changes in the composition of the Group in section A11
B7
Quoted securities

There were no purchases or sales of quoted securities during the financial quarter under review and financial year to date.
B8
Status of corporate proposals

Proposed Private Placement Of Up To 10% Of The Issued And Paid-Up Share Capital
The company had on 9 June 2006 announced the proposed private placement of up to 10% of the issued and paid-up share capital of the Company. 

The proceeds from the Proposed Private Placement will be used to finance the working capital requirements of the Group, reduce the Group's borrowings and to defray expenses relating to the Proposed Private Placement.

The Securities Commission ("SC") and Unit Pematuhan Ekuiti, Jabatan Pengambilalihan dan Percantuman of the SC have approved the Company's application on the Proposed Private Placement via its letter dated 21 July 2006.
Proposed Arrangement By Calinex Sdn Bhd; And Proposed Subscription Of New Shares In Sumatec (Sarawak) Sdn Bhd And Sumatec Trackworks Sdn Bhd

CALINEX Sdn Bhd, Sumatec (Sarawak) Sdn Bhd and Sumatec Trackworks Sdn Bhd, all of which are subsidiaries of the Company, have on 28 March 2006 entered into a Restructuring Agreement with Setegap Berhad ("SETEGAP'), a public company listed on the Second Board of the Bursa Malaysia Securities Berhad. Pursuant to this Restructuring Agreement ("Agreement"), SETEGAP will undertake a capital and debt restructuring exercise which will result in a newly incorporated company assuming the listing status of SETEGAP ("NEWCO"), and with CALINEX emerging as the new major shareholder with 52.3% equity interest. As an integral part of the proposals, the NEWCO will subscribe to new issuance of shares in Sumatec (Sarawak) and Sumatec Trackworks.

As at the date of this announcement, the authorised and paid-up share capital of Sumatec (Sarawak) are 100,000 and 10 ordinary shares of RM1.00 each. After the completion of the proposed subscription of new shares in Sumatec (Sarawak), the issued and paid-up share capital of Sumatec (Sarawak) will increase on RM100,000 comprising 100,000 ordinary shares of RM1.00 each.

Sumatec Trackworks as at the date of this announcement recorded the authorised and paid-up share capital of 100,000 and 2 ordinary shares of RM1.00 each. After the completion of the proposed subscription of new shares the issued and paid-up share capital of Sumatec Trackworks will increase to RM100,000 comprising 100,000 ordinary shares of RM1.00 each.
The company further announced on 1 August 2006 that the Securities Commission ("SC") had vide its letter dated 27 July 2006 informed that the application in relation to the Proposals has been rejected as the SC is of the view that the Proposals do not comply to Paragraph 12.05, 12.07 and 13.02 of the SC's Policies and Guidelines on Issue/Offer of Securities and the company subsequently deliberate on the next course of action to be taken and an announcement will be made in due course.
The company has on 24 August 2006 announced that K & N Kenanga Bhd ("Kenanga") has on behalf of Setegap had submitted an appeal to the Securities Commission ("SC") to reconsider its decision on the rejection with certain revisions to the Proposals

Renounceable Rights Issue Of 36,539,356 New Ordinary Shares Of RM1.00 Each together With 18,269,678 Detachable Free Warrants 

The Company had on 1 July 2004 announced the proposed renounceable rights issue of 36,539,356 new ordinary shares of RM1.00 each ("shares") ("rights shares") at an issue price to be determined later together with 18,269,678 detachable free warrants ("new warrants") on the basis of two (2) rights shares with one (1) new warrant for every eight (8) existing shares held ("rights issue with warrants").

The Securities Commission (“SC”) and Unit Pematuhan Ekuiti, Jabatan Pengambilalihan dan Percantuman of the SC have approved the Company's application in relation to the Proposals via its letter dated 3 March 2005.

The Securities Commission had approved the Company's application for an extension of time until 2 September 2006 for the Company to implement the Rights Issue with Warrants via its letter dated 22 August 2005 and 28 February 2006.  In addition, the Company had also on 16 August 2006 announced that an application was submitted to the SC for a further extension of time of six (6) months, i.e. until 2 March 2007 to implement the proposal.
Securities Commission however discontinued the approval of the Company's application for a further extension of time until 2 March 2007 for the Company to implement the Rights Issue With Warrants, via its letter dated 5 September 2006
Renewal of Shareholders’ Mandate for Recurrent Related-Party Transactions (“RRPTs”) of a Revenue or Trading Nature

The shareholders’ mandate for RRPTs obtained on 24 June 2005 was lapsed at the conclusion of the AGM of the Company held on 21 June 2006. 

On 19 May 2006, the Company announced the proposed renewal of shareholders’ mandate for RRPT of a revenue or trading nature in the ordinary course of business on normal commercial terms which are not more favourable to the Related Parties than those generally available to the public.
The Circular to shareholders was issued on 30 May 2006 and shareholders of the Company has  approved the Proposed Renewal on 21 June 2006 at the 9th Annual General Meeting of the Company held at Anggerik Room, 4th Floor, Hotel Equatorial Kuala Lumpur, Jalan Sultan Ismail, 50250, Kuala Lumpur on Wednesday,.

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
	77,130
	
	   -

	Long term borrowings
	85,661
	
	    100,000


	
	162,791
	
	    100,000



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 7 November 2006 are as follows:-

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

 

PESB has on 18 November 2003 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 plaintiff’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. 

 

The court has on 19 May 2006 heard the Show Cause Notice and the matter was struck off. The case is now closed.

(ii) Sumatec Corporation Sdn Bhd(“SCSB”) vs Malaysia Container Lines Sdn Bhd (“MCL”) and Maldives National Shipping (S) Ltd (“MNS”)

 

SCSB has on 25/3/03 filed a writ of summons against MCL and MNS to claim USD198,660.00 and general damages for losses suffered as a results of delayed shipment. MCL appealed to the Judge in Chamber against the Learned Seniors Assistant Registrar decision that dismissed its application to strike out the action for want of jurisdiction but withdrew the same on 26.6.06. The court has fixed the case management on 29/3/07.

(iii) Foster Insulation Sdn Bhd (“FISB”) vs Sumatec Corporation Sdn Bhd (“SCSB”)  ( In Arbitration )

 

SCSB had appointed FISB as its sub-contractor in respect of the insulation work for the ABF Ammonia and Urea Plant Revamp Project, ABF, Bintulu Sarawak.

FISB has issued a Notice of Arbitration on 18/10/05, claiming for the alleged outstanding sum amounting to RM2,210,781.14. SCSB filed the Defence and Counter-Claim for a sum of RM4,838,050.30 on 3/8/06.The Arbitrator has fixed 7-11/5/07, 21-25/5/07 and 11-15/6/07 as hearing dates.
(iv) Electest Sdn Bhd. v Sumatec Corporation Sdn Bhd 
Electest, a sub-contractor, made a claim for RM 463,728.69 for goods sold and delivered and work done in relation to ABF Ammonia and Urea Plant Revamp Project, ABF, Bintulu, Sarawak. The court dismissed Sumatec application for a stay of proceeding on the basis that the matter should be dealt by way of arbitration and now the dispute is to be resolved by the courts. Sumatec had filed its Affidavit–in-Reply to Electest’s application for summary judgment. The court has order the parties prepare written submissions and fixed 12/12/06 for decision .

(v) Infra Segi Sdn. Bhd. (ISSB) v. Sumatec Corporation Sdn. Bhd. (SCSB)

SCSB on 10.4.2006 was served with a Writ Summons from ISSB dated 22.12.2005 claiming a sum of RM437,053.30 being balance outstanding in relation to variation works done by ISSB for Kuantan Waste Water & Debottleneck Project. SCSB had filed a Memorandum of Appearance and the Defence and Counter-Claim for a sum of RM648,883.74. No date has yet been fixed in this matter.
(vi) Persafe Engineering Sdn. Bhd. (PESB) v. Sumatec Corporation Sdn. Bhd. (SCSB)

PESB served SCSB with a Bintulu High Court Writ Summons dated 10.2.2006 claiming an outstanding sum of RM392,735.40 being the balance unpaid for scaffolding services rendered to SCSB for the ABF NH3 & Urea Plant Revamp Project in Bintulu, Sarawak. SCSB will contest the claim and has filed a Memorandum of Appearance and the Defence and Counter-Claim on 22nd June 2006. PESB filed an Amended its Statement of Claim pending hearing of SCSB application to strike out PESB Reply to Defence and Counter claim on the basis it pleaded new facts. The Court has fixed 20/11/2006 as hearing of SCSB Striking out Application.  
(vii)
Sumatec claimed against Tentrik Techonologies Sdn. Bhd.

Sumatec Corporation Sdn Bhd ( Sumatec)  has a claim of RM 42,116,361.72 ( Sumatec’s Claim)  against Tentrik Technologies Sdn. Bhd.(Tentrik) for early termination of the EPCC Contract with them caused by the client Kualiti Alam Sdn Bhd’s purported unlawful  termination of the BOO agreement with Tentrik. 

Tentrik is pursuing a claim against Kualti Alam for unlawful termination which claim includes Sumatec’s claim through arbitration proceedings  which are now on-going and expected to conclude by the end of this year.

B12
Dividends

No dividend has been recommended during the quarter under review.

B13
Earnings Per Share (Sen)

	

	Individual Quarter
	
	Cumulative Quarter

	
	Current Year Quarter
	Preceding Year
Corresponding Quarter
	
	Current Year To Date
	Preceding Year
Corresponding Period

	
	30-Sep-06
	30-Sep-05
	
	30 -sep-06
	30-Sep-05

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Net profit attributable to shareholders
	3,643
	2,044
	
	10,953
	7,969

	
	
	
	
	
	

	Number of ordinary shares 

at the beginning of the period
	146,157
	144,300
	
	146,157
	132,870

	Issued during the period
	
	
	
	
	

	- private placement (weighted average)
	-
	
	
	-
	11,430

	Weighted average number of shares 

at the end the period
	146,157
	144,300
	
	146,157
	144,300

	
	
	
	
	
	

	Basic earnings per share (sen)
	2.49
	1.42
	
	7.49
	5.52
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