SUMATEC RESOURCES BERHAD

Company No. 428355-D

(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT


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

B1

Review of Performance

The Group recorded revenue of RM58.41 million and profit before taxation of RM4.73 million for the first quarter ending 31 Mar 2008. As compared to the preceding corresponding quarter, the Group’s turnover has increased by RM0.24 million whereas profit before taxation has increased by RM6.87 million from RM58.17 million and loss RM2.14 million respectively. 
B2

Variation of results against preceding quarter

Compared to the immediate preceding quarter, the Group’s turnover for the current quarter has decreased by RM3.88 million from RM62.29 million to RM58.41 million. The profit before taxation however has increased by RM2.32 million from RM2.42 million to profit of RM4.73 million. The increase in profit was mainly due to extra ordinary gain on the disposal of Malaco Mining Sdn Bhd.
B3

Prospects

Based on the escalating oil price and consequential material price increase globally, the expected profit margin of the EPCC contracts will be seriously affected. However due to the favorable freight rate of voyage charter and the addition of another 6 new double hull tankers into the present fleet of the shipping division, the Group is confident of achieving better performance for the financial year ending 31 Dec 2008. 
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 Year Quarter

 Ended
	12 months ended
	
	
	

	
	31-Mar-08
	31-Mar-08
	
	
	

	
	RM’000
	RM’000
	
	
	

	Current taxation
	4
	4
	
	
	

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

	Deferred taxation
	-
	-
	
	
	

	
	4
	4
	
	
	


The tax charge of the Group for this financial quarter ended 31 March 2008 reflects an effective tax rate which is lower than the statutory tax rate of 26% 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

There were no purchase 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 Acquisition of 51% Equity Interest in Syarikat Steelcon Sdn Bhd Comprising 1,020,000 Ordinary Shares of RM1.00 each for a Purchase Consideration of  RM37,376,000 ("Proposed Acquisition")
The Company has 8 May 2007 entered into a conditional sales and purchases agreement with Alpine L&L (M) Sdn Bhd, Avatar Singh A/L Darshan Singh, Yap Boon Gan and Amrik Singh A/L Darshan Singh for the acquisition of 51% share in Syarikat Steelcon Sdn Bhd.

Pursuant to the terms of the Conditional SPA, the Company shall purchase 1,020,000 Shares in Steelcon , representing 51% of its issued and paid-up share capital, for a purchase consideration of RM37,376,000 to be satisfied in the following manner :-

(i) RM4,000,000 to be satisfied in cash; and
(ii) The balance of RM33,376,000 to be satisfied via the issuance of 33,376,000 new Shares in Sumatec at an issue price of RM1.00 per Share.

The details of the Vendors and their shareholdings in Steelcon are set out in Table 1 of the Appendix of this Announcement.

The salient terms of the Conditional SPA are as follows :-

(i)
RM4,000,000 shall be paid by Sumatec to the Vendors in proportion to their holdings of the Sale Shares in two (2) installments with the first installment of RM2,000,000 shall be paid upon fulfillment of all the conditions precedent as set out under Section 2.3(iv) of this Announcement and the balance of RM2,000,000 shall be paid one (1) year after the payment of the first installment; and 
(ii)
Sumatec shall issue the New Sumatec Shares at an issue price of RM1.00 per Share ("Shares Settlement") which shall be allotted to the Vendors but placed with a stakeholder to be appointed by Sumatec ("Stakeholder") to be released by the Stakeholder upon receipt of advice from Sumatec over a three (3) year period subject to the fulfillment of a profit guarantee of 25.5 million by the Vendors as stated in Table 7 of the Appendix of this Announcement.

(iii) In the event that the total audited consolidated profit after tax ("PAT") and minority interest ("MI") for the financial years ending 31 December 2007 to 31 December 2009 shall be less than RM25.5 million as guaranteed by the Vendors, the Vendors shall not be entitled to such number of Shares Settlement not released by the Stakeholder and such unreleased Shares Settlement shall accrue to the benefit of Sumatec and Sumatec shall at its sole discretion deal with the said Shares as it deems fit. 

(iv) The Vendors upon full release of the Shares Settlement shall be entitled to nominate a director on to the Board of Directors ("Board") of Sumatec subject to the approval of the other members of the Board. 
On 10 July 2007, we refer to the Company's announcement dated 8 May 2007 where it was announced that the Company had on even date entered into a conditional sale and purchase agreement with the vendors of Steelcon ("Vendors") ("Conditional SPA") in relation to the Proposed Acquisition. 

In this respect, on behalf of the Company, AmInvestment Bank Berhad (formerly known as AmMerchant Bank Berhad) (a member of AmInvestment Bank Group) wishes to announce that the Company has today entered into a supplemental agreement with the Vendors ("Supplemental Agreement") to vary certain terms of the Conditional SPA as well as to supplement certain provisions of the Conditional SPA. In addition, the Company has today entered into a stakeholder agreement with Raslan Loong, Advocates & Solicitors as the stakeholder ("Stakeholder") and the Vendors ("Stakeholder Agreement") pursuant to the terms of the Conditional SPA.

On 20 September 2007, further to the Company’s announcements dated 8 May 2007 and 10 July 2007, on behalf of the Company, AmInvestment Bank Berhad (formerly known as AmMerchant Bank Berhad) (a member of AmInvestment Bank Group) would like to announce that the Company has today submitted the necessary application on the Proposed Acquisition to the relevant authorities for approval.
 On 7 Jan 2008, we refer to the Company’s announcement dated 14 November 2007 where it was announced that the Company and the vendors of Steelcon, had by way of an exchange of letter, mutually agreed to extend the period to fulfill the conditions precedent (“CPs”) of the Conditional SPA (as defined in the said announcement) to 6 January 2008.

In this respect, on behalf of the Company, AmInvestment Bank Berhad (a member of AmInvestment Bank Group) wishes to announce that the parties to the Conditional SPA have, by way of an exchange of letter dated 4 January 2008 (“Letter of Extension”), mutually agreed to further extend the period to fulfill the CPs of the Conditional SPA for a period of two (2) months commencing from 6 January 2008 until 6 March 2008.
In this respect, on behalf of the Company, AmInvestment Bank Berhad (a member of AmInvestment Bank Group) wishes to announce that the parties to the Conditional SPA have, by way of an exchange of letter dated 20 February 2008 (“Letter of Extension”), mutually agreed to further extend the period to fulfill the CPs of the Conditional SPA for a period of two (2) months commencing from 6 March 2008 until 6 May 2008.

In this respect, on behalf of the Company, AmInvestment Bank Berhad (a member of AmInvestment Bank Group) wishes to announce that the parties to the Conditional SPA have, by way of an exchange of letter (“Letter of Extension”), mutually agreed to further extend the period to fulfill the CPs of the Conditional SPA for two (2) months, commencing from 6 May 2008 until 6 July 2008.
Proposed Disposal of the Entire Issued and Paid-up Share Capital in Malaco Mining Sdn Bhd ("MALACO"), A Wholly-Owned Subsidiary of SUMATEC, To Diamond-Hard Mining Sdn Bhd ("DH MINING") for a cash consideration of RM68,000,000 ("Proposed Disposal")
The Company has 26 November 2007entered into a condition sales and purchases agreement with DH Mining for the proposed disposal by Sumatec of the entire issued and paid-up share capital in Malaco, comprising 1,000,000 ordinary shares of RM1.00 each to DH Mining for a cash consideration of RM68,000,000.


Salient Terms Of The Conditional SPA
A)
Disposal Of The Sale Shares 
Subject to the satisfaction of the conditions precedent as set out in Section 2.1(c) of this Announcement, Sumatec shall sell to DH Mining and DH Mining shall purchase from Sumatec the Sale Shares, free from all charges, lien, pledges, trust and other encumbrances and with all rights, benefits and entitlements now and thereafter attaching thereto.
Sumatec waives its pre-emption rights accruing under the Articles of Association of Malaco (or such other Shareholders’ Agreement), if any, in respect of the Sale Shares to DH Mining.

B)
Disposal Consideration 


The Disposal Consideration shall be paid by DH Mining to Sumatec in the following manner :-

(i) the amount of RM6,800,000, being the deposit (“Deposit”) shall be paid by DH Mining to the stakeholders for the Proposed Disposal, namely Messrs. Jeff Leong, Poon & Wong (“Stakeholder”) upon execution of the Conditional SPA, whereupon the Stakeholder is authorised to release the Deposit to Sumatec together with the Balance Sum (as defined in Section 2.1(b)(ii) of this Announcement) at completion of the sale and purchase of the Sale Shares (“Completion”);
(ii) the balance sum of RM61,200,000 (“Balance Sum”) shall be paid by DH Mining within twenty one (21) days from the date falling three (3) months from the date of the Conditional SPA or such later date as the parties may agree (“Unconditional Date”) in the following manner :-
(aa)
provided that Sumatec shall furnish to DH Mining a letter of indemnity to indemnify DH Mining for any further claims by the creditors of Malaco and its subsidiaries (“Malaco Group”) as at 1 October 2007 (“Creditors”) for any debt owing by the Malaco Group to the Creditors in excess of the debt due and owing by the Malaco Group to the Creditors as at 1 October 2007 (“Outstanding Debt”), the Outstanding Debt shall be paid by DH Mining directly to the Creditors and such payment shall be deemed part payment of the Balance Sum to Sumatec; and

(bb)
the remaining of the Balance Sum (less the Outstanding Debt) shall be payable by DH Mining directly to Sumatec.

C)
CONDITIONS TO THE PROPOSED DISPOSAL 


The Proposed Disposal is subject to the following :-

(a)
the approval of the shareholders of Sumatec at an extraordinary general meeting (“EGM”) to be convened; and

(b) 
the approvals, waivers and/or consents from any other relevant authorities and/or persons, if required

D)
ESTIMATED TIME FRAME FOR COMPLETION 

Barring unforeseen circumstances, the Proposed Disposal is expected to be completed by the first (1st) quarter of 2008.
The BOD is pleased to announce that the resolution for this disposal is duly passed by the shareholders of the Company in the EGM duly held and convened on 8 January 2008.
On 17 Mar 2008, the BOD is pleased to announce that the Proposed Disposal has been successfully completed in accordance with the terms of the conditional SPA.
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
	58,170
	
	   -

	Long term borrowings
	179,185
	
	    136,438


	
	237,355
	
	    136,438


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 23 May 2008 are as follows:-

(i)
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 hearing of MNS striking out application on 28/11/07 and the case management on 16/6/08.

(ii)
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 the case on 26-30/5/08, 23-26/6/08 and 11-14/8/08 for contrived trial.
(iii)
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. Case management was fixed on 19.11.2007 while trial date was fixed on 7 & 8.10.2009.

(iv)
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 has filed a Memorandum of Appearance and the Defence and Counter-Claim on 22nd June 2006. PESB filed an Amended its Statement of Claim and SCSB had also filed its Amended Reply to Defence and Counter claim on 31st January 2007. The Court has fixed the trial date on 22-26-09/08.
(v)
Sumatec and Tentrik Technologies Sdn. Bhd. Claim against Kualiti Alam Sdn. Bhd.

Sumatec Corporation Sdn Bhd has included its portion of claim of RM42,116,361.72 in Tentrik Technologies Sdn. Bhd. claim against  Kualiti Alam Sdn. Bhd. for early termination of BOO agreement by the latter.

Tentrik is pursuing the claim, which includes Sumatec claim on unlawful termination ground through arbitration proceedings and it is now on submission stage and expected to be concluded by the end on May 2008.  

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

	
	31-Mar-08
	31-Mar-07
	
	31-Mar-08
	31-Mar-07

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Net profit attributable to shareholders
	4,732
	2,236
	
	4,732
	2,236

	
	
	
	
	
	

	Number of ordinary shares 

at the beginning of the period
	160,773
	146,157
	
	160,773
	146,157

	Issued during the period
	
	
	
	
	

	- private placement (weighted average)
	
	12,178
	
	
	12,178

	Weighted average number of shares 

at the end the period
	160,773
	158,335
	
	160,773
	158,335

	
	
	
	
	
	

	Basic earnings per share (sen)
	2.94
	1.41
	
	2.94
	1.41


28 Mar 2008
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