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 a revenue of RM48.71 million and profit before taxation of RM0.74 million for the third quarter ending 30 Sept 2009. As compared to the quarter ending 30 June 2009, the Group’s turnover has decreased by RM2.12 million whereas profit before taxation has decreased by RM1.97 million from RM50.83 million and profit RM2.71 million respectively. 
B2

Variation of results against preceding quarter

Compared to the preceding year corresponding quarter, the Group’s turnover for the current quarter has increased by RM1.21 million from RM47.50 million to RM48.71 million. The profit before taxation has increased by RM0.56 million from profit RM0.18 million to profit RM0.74 million. The improvement in this quarter result was mainly attributable to higher profit from Shipping Division.
B3
Prospects
Based on the existing order books approximating RM700 million and the additional of another 10 new double hull tankers into the existing fleet of the shipping division, the Group is confident of achieving better performance for the financial year ending 31 Dec 2009.
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
	
	
	

	
	30-Sept-09
	30-Sept-09
	
	
	

	
	RM’000
	RM’000
	
	
	

	Current taxation
	1
	5
	
	
	

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

	Deferred taxation
	-
	-
	
	
	

	
	1
	5
	
	
	


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 Disposal of Semua Groups
The company had on 14 October 2009 announced the proposed Disposal of Sumatec’s entire equity interests in its wholly-owned subsidiaries namely, Semado Maritime Sdn Bhd, Semua Shipping Sdn Bhd, Semua Chemical Shipping Sdn Bhd and Mini Tanker Chartering Sdn Bhd (collectively, “Semua Group”) to Semua International Sdn Bhd (“SISB”), a newly incorporated company for a total consideration of RM77,000,000 to be satisfied as follows: 

(i) RM65,000,000 in cash to be satisfied by SISB from the proceeds of the capitalisation of SISB by Ethos Capital One Sdn Bhd and Employees Provident Fund Board through Semua Kapital Sdn Bhd (“SKSB”), and the management team of Semua Group comprising Mr Bong Siet Fah, Captain Teng Keng Han and Captain Hu tai Hui (“MBO Team”);

(ii) the issuance and allotment of 10,083,333 ordinary shares of RM1.00 each in SISB (“SISB Shares”) at an issue price of RM1.00 per SISB share; and

(iii) the issuance and allotment of 1,916,667 convertible preference shares of RM1.00 each in SISB (“CPS”) at an issue price of RM1.00 per CPS.

(A) Proposed Capital Reduction; (B) Proposed M&A Amendments; and (C) Proposed Renounceable Right Issue
21 October 2009 on behalf of the Board of Directors of Sumatec Resources Berhad (“Sumatec”), MIMB Investment Bank Berhad wishes to announce that Sumatec is proposing to undertake the following proposals:-

(a)
proposed share capital reduction of Sumatec’s existing issued and paid-up share capital from RM160,773,166 comprising 160,773,166 ordinary shares of RM1.00 each (“Sumatec Shares”) to RM96,463,900 comprising 160,773,166 ordinary shares of RM0.60 each via the cancellation of RM0.40 of the par value of each Sumatec Share pursuant to Section 64 of the Companies Act, 1965 (“Proposed Capital Reduction”);

(b)

amendments to the memorandum and articles of association of Sumatec to facilitate the change in the par value of the Sumatec Shares resulting from the Proposed Capital Reduction (“Proposed M&A Amendments”); and

(c) proposed renounceable rights issue involving up to 36,977,828 new ordinary shares of RM0.60 each (“Rights Shares”) together with up to 110,933,484 free detachable warrants (“Warrants”) on the basis of one (1) Rights Share and three (3) free Warrants for every five (5) existing ordinary shares of RM0.60 each held in the Company on an entitlement date to be determined and announced later by the Board after the Proposed Capital Reduction (“Proposed Rights Issue”).

PROPOSED SET-OFF OF ANY CASH ADVANCES TO SUMATEC FROM ITS MAJOR SHAREHOLDER, TEKAD MULIA SDN BHD (“TMSB”), AGAINST THE SUBSCRIPTION MONIES PAYABLE BY TMSB PURSUANT TO ITS IRREVOCABLE UNDERTAKING TO SUBSCRIBE AND/OR PROCURE SUBSCRIPTION FOR THE PROPOSED RIGHTS ISSUE (“PROPOSED SET-OFF”)

The company had on 16 November 2009 announced that.

On 13 November 2009, Sumatec entered into a conditional agreement with TMSB to formalise the terms and conditions of the Advance and the Proposed Set-Off (“Shareholders’ Advance Agreement”). The salient terms of the Shareholders’ Advance Agreement include the following:-

(a)
the sum of the Advance shall not exceed a total of RM10.2 million;

(b)
the Advance to be interest free and unsecured;

(c)
the Advance shall be for a period of not more than eight (8) months from the date of each Advance or upon the set-off of the Advance against the subscription monies payable by TMSB’s irrevocable undertaking to subscribe and/or procure subscription for the Proposed Rights Issue, whichever is the earlier;

(d)
the Advance is repayable to TMSB not later than a period of one (1) month in the event there is a default by Sumatec or any of its subsidiaries of any borrowings exceeding RM500,000 or if the Proposed Rights Issue is aborted for any reason whatsoever; and

(e)

the Proposed Set Off is conditional upon the fulfillment of the following conditions precedent within two (2) months from the date of the Shareholders’ Advance Agreement (or such extended period as the parties may mutually agreed upon):-

(i) the approval of the Board of Directors of TMSB;

(ii) the approval of the Board of Sumatec; and
(iii) the approval of the shareholders of Sumatec at an extraordinary general meeting (“EGM”) to be convened.
(iv) In the event the one or more of the above conditions are not fulfilled or waived within the stipulated time, Sumatec shall repay any and all Advances made by TMSB not later than one (1) month therefrom.
(v) the Company proposes to address the Advances which remain outstanding as at the closing date of acceptance of the Proposed Rights Issue by setting them off against the subscription monies payable by TMSB pursuant to its irrevocable undertaking to subscribe and/or procure subscription for its maximum commitment of RM10.2 million under the Proposed Rights Issue. As such, any further rights proceeds to be received by the Company from TMSB (if any) would depend on TMSB’s eventual subscription of the Rights Shares and the total Advances outstanding as at the closing date of acceptance of the Proposed Rights Issue.

As at the date of this announcement, TMSB had extended RM4.0 million to the Company. TMSB may, at its sole discretion, extend additional cash advances under the Shareholders’ Advance Agreement to the Company up to the balance RM6.2 million (i.e. RM10.2 million less RM4.0 million).

RATIONALE FOR THE PROPOSED SET-OFF

The Proposed Set-Off effectively represents TMSB’s advance payment towards its subscription monies of up to maximum of RM10.2 million which TMSB had earlier undertaken/committed pursuant to the Proposed Rights Issue whilst the Advances by TMSB is aimed at addressing the Sumatec group’s immediate financing obligations pending the completion of the Proposed Rights Issue.

EFFECTS OF THE PROPOSED SET-OFF

The Proposed Set-Off would not have any effects on the share capital, net assets, gearing, earnings, earnings per share, substantial shareholders’ shareholdings and dividends of the Company/group.

APPROVALS REQUIRED

The Board of Sumatec will table a resolution at an EGM (to be convened to approve the Proposals) to seek the approval of the shareholders of the Company for the Proposed Set-Off. 

The Proposed Set-Off and the Proposed Rights Issue are inter-conditional upon each other. However, the Proposed Set-Off is not conditional upon any other corporate exercises being undertaken by the Company.

DIRECTORS’ AND MAJOR SHAREHOLDERS’ INTERESTS

Save as disclosed below, none of the Directors and/or major shareholders of Sumatec and persons connected to them have any interest, direct or indirect, in the Proposed Set-Off.

a)
TMSB, a major shareholder of the Company, will abstain and has undertaken to ensure that any persons connected with it (as defined under the Bursa Malaysia Securities Berhad Main Market Listing Requirements (“LR”)) will abstain from voting on the resolutions pertaining to the Proposed Set-Off and Proposed Rights Issue to be tabled at the forthcoming EGM in respect of its direct and/or indirect shareholdings in the Company; and
(b)
Wan Kamaruddin bin Dato’ Biji Sura @ Wan Abdullah and Chan Yok Peng, Directors and major shareholder of Sumatec, are deemed interested in the Proposed Set-Off and Proposed Rights Issue by virtue of their positions as Directors and major shareholders of TMSB. Accordingly, they have and will continue to abstain from voting and deliberating on the Proposed Set-Off and Proposed Rights Issue at all Board meetings of the Company. They will also abstain and have undertaken to ensure that any persons connected with them (as defined under the LR) will abstain from voting on the resolutions pertaining to the Proposed Set-Off and Proposed Rights Issue to be tabled at the forthcoming EGM in respect of its direct and/or indirect shareholdings in the Company.

DIRECTORS’ STATEMENT

After taking into consideration all aspects of the Proposed Set-Off, the Board (save for Wan Kamaruddin bin Dato’ Biji Sura @ Wan Abdullah and Chan Yok Peng) is of the opinion that the Proposed Set-Off is in the best interest of the Company and the group.

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
	109,978
	
	   -

	Long term borrowings
	399,585
	
	    114,000


	
	509,563
	
	    114,000


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

Save as disclosed below, the Sumatec Group is not engaged in any material litigation either as plaintiff or defendant, claims or arbitration and the Directors are not aware of any proceedings pending or threatened or of any fact likely to give rise to any proceedings which might materially and adversely affect the income from, title to, or possession of any of the Sumatec Group’s assets and/or businesses :-
(i)
Shah Alam High Court Suit No. 22-222-2003


SCSB v Malaysia Container Lines Sdn Bhd (“MCL”) 


SCSB had on 25/03/2003 filed a Writ of Summons against MCL to claim for special damages amounting to USD198,660.00 and general damages for losses suffered as a result of delayed shipment. 


Current Status : Case Management in fixed for 08/03/2010 and  is fixed for hearing from 22-24/03/2010.
(ii) In the matter of KLRCA Arbitration


Foster Insulation Sdn Bhd (“FISB”) v SCSB


SCSB had appointed FISB as its sub-contractor in respect of insulation work for the ABF Ammonia and Urea Plant Revamp Project in Bintulu, Sarawak. FISB issued a Notice of Arbitration on 18/10/2005, claiming the sum of RM2,210,781.14. SCSB filed its Defence and Counter claim for a sum of RM4,838,050.30. The matter has been fully heard. 


Current Status : Concurrent submissions to be filed and served by 14/12/2009. 

(iii)
Bintulu High Court Summons No. 22-06-2006


Persafe Engineering Sdn Bhd’s (“PESB”) v SCSB


PESB served SCSB with a Summons dated 10/02/06 claiming an outstanding amount of RM392,735.40 being the balance unpaid for scaffolding services rendered to SCSB for the ABF Ammonia & Urea Plant Revamp Project in Bintulu, Sarawak. SCSB has filed its Defence and Counter claim for RM 3,875,006.60 PESB filed an Amended Statement of Claim and SCSB has also filed its Amended Reply to Defence and Counter Claim. 


Current Status : The matter is fixed for trial on 28-29/01/2010.  
(iv)
Kuala Lumpur High Court Suit No. S2-22-1486-2005


Infra Segi Sdn Bhd’s (“ISSB”) v SCSB


ISSB served a Writ of Summons dated 22/12/2005 on SCSB claiming a sum of RM437,053.30 being the balance outstanding for subcontract works done by ISSB for the Kuantan Waste Water & DeBottleneck Project. SCSB has filed its Defence and Counter-claim for the outstanding amount of RM648,883.74.


Current Status : The Court has fixed 10-14/05/2010 for trial. 

(v)
Kuala Lumpur High Court Suit No. D5-22-340-2008

Kenneison Construction Materials Sdn Bhd (“KCM”) v. SCSB & Sumatec Resources Berhad (“SRB”)


KCM claims that SCSB owes them money for goods sold and delivered to SCSB while the claim against SRB is based on the Corporate Guarantee provided by SRB dated 05/02/07 for RM2,000,000.00. Defence has been filed on behalf of both SCSB and SRB. Summary Judgement application has been filed.

Current Status: Fixed for mention on 14/12/2009.

(vi)
In the Matter of KLRCA Arbitration

Sumatec Engineering & Construction Sdn Bhd ("SEC") v. Kemaman Bitumen Sdn Bhd ("KBC")

SEC has initiated arbitration proceedings against KBC via Notice of Arbitration dated 29/04/2009, SEC’s claim against KBC is for payment of balance retention sum amounting to USD1,300,00.00, payment of RM5,960,285.00 in respect of unresolved change orders and also for the issuance of Certificate of Final Acceptance in connection with the Kemaman Bitumen Refinery Project.
Current Status: Defence has been filed by KBC and SEC has to file and serve its reply and defence to counter claim by 11/12/2009.

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-Sept-09
	30-Sept-08
	
	30-Sept-09
	30-Sept-08

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Net profit attributable to shareholders
	744
	179
	
	6,010
	1,707

	
	
	
	
	
	

	Number of ordinary shares 

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

	Issued during the period
	
	
	
	
	

	- private placement (weighted average)
	
	
	
	
	

	Weighted average number of shares 

at the end the period
	160,773
	160,773
	
	160,773
	160,773

	
	
	
	
	
	

	Basic earnings per share (sen)
	0.46
	0.11
	
	3.74
	1.06


30 Nov 2009
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