SUREMAX GROUP BHD (334228-K)
QUARTERLY UNAUDITED RESULTS FOR THE GROUP

FOR THE 1st QUARTER ENDED 30.11.2004


A
EXPLANATORY NOTES IN COMPLIANCE WITH MALAYSIAN ACCOUNTING STANDARD BOARD ("MASB") 26 INTERIM FINANCIAL REPORTING

A1
Annual Report


The condensed financial statements are to be read in conjunction with the most recent annual financial statements for the year ended 31 August, 2004.

A2
Accounting Policies

The interim financial statements have been prepared in compliance with MASB 26 and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange.  The same accounting policies, methods of computation and basis of consolidation are followed in the interim financial statements as those used during the preparation of the most recent annual financial statements for the year ended 31 August, 2004.

A3
Audit Qualification


There was no audit qualification in the auditors’ report of the Company’s previous annual financial statements for the financial year ended 31 August, 2004.

A4
Seasonal Or Cyclical Factors


The business operations of the Group are not materially affected by any seasonal or cyclical factors.

A5
Exceptional Transactions/Events


There were no exceptional transactions/events that occurred during the quarter under review.

A6
Changes In Estimate


There were no significant changes in the estimates or changes in estimates of amounts reported in prior financial years that have a material effect in the current interim period.

A7
Changes In Share Capital 


There were no issuance and repayment of debts and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period under review.

A8
Dividends 


There was no dividend paid for the current quarter ended 30 November, 2004.

A9
Segmental Analysis – 1st Quarter To 30.11.2004
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A10
Valuation Of Property, Plant And Equipment


The valuation of property, plant and equipment has been brought forward without amendments from the previous annual financial statements.

A11
Subsequent Material Events

There were no material events subsequent to the end of the reporting period that have not been reflected in the financial statements for the current quarter up to the date of this announcement.

A12
Effect Of Changes In The Composition Of The Group


There were no changes in the composition of the Group/Company for the current quarter under review.

A13
Contingent Liabilities


Contingent liabilities as at 25.01.2005 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) comprises Corporate Guarantees totaling RM18.61 million provided by the Company to various parties for banking and credit facilities granted to subsidiary companies in the normal course of business.

B
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA’S LISTING REQUIREMENTS

B1
Review Of The Performance Of The Group


Please refer to Para. B2 below.

B2
Material Changes In The Quarterly Reports Compared To The Results Of The Immediate Preceding Quarter


Turnover for the Group for the current quarter has decreased from RM8.19 million in the last quarter to RM4.12 million for the current quarter whereas the loss before taxation has decreased from RM44.36 million to RM1.08 million in this quarter.


The lower turnover for the current quarter was mainly contributed by the property development division with a turnover of RM2.6 million while the construction division and trading and subcontracting works division contributed RM1.1 million and RM0.4 million in turnover respectively. Intense competition in the construction and property development sectors has led to the lower turnover in the current quarter.


The high loss before taxation incurred for the preceding quarter were mainly attributable to provision for bad and doubtful debts of RM41.96 million and bad debts, inventories and property, plant and equipment written off totaling RM1.84 million.  The pre-tax loss of the current quarter was due mainly to finance costs of RM0.41 million and personnel costs of RM0.53 million.

B3
Prospect For The Forthcoming Financial Period

The activities in the construction and property development divisions remain very challenging and the Company expects no drastic change in the operating environment for the rest of the current financial year.


The construction industry continues to face stiff competition for jobs which will result in squeezed margins. The Company will continue its relentless strife to bid for contracts both from new customers and existing customers with whom the Company has established a close and cordial relationship through past good track records.


As for the property development division, the Company is in the final stages of compliance with the remaining conditions for the issuance of Certificate of Fitness for Occupation to enable the Company to deliver vacant possession to the first phase house buyers. Launching of phase two of the Seri Mambau project is expected shortly thereafter. The Company is optimistic of receiving good response for its phase two project as better house designs and more innovative financing packages will be offered to the prospective house buyers.

B4
Variance Of Actual Profit From Forecast Profit

Not applicable.

B5
Taxation
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Though the Group still incurred losses, provision for taxation was still made for certain profitable subsidiary companies as there is no group relief for losses suffered by certain subsidiaries of the Group.

B6
Profit/Loss On Sales Of Unquoted Investments And/Or Properties

There were no purchase or disposal of investments and/or properties during the quarter under review except for those arising from the ordinary course of business on sale of properties in the property development subsidiary.

B7
Quoted Securities


The Company has no purchase nor disposal of its own shares for the current quarter under review.

B8
Status Of Corporate Proposals

i)
On 28.04.2004, the Company announced a proposal to replace two (2) of the identified investors to whom the restricted issue shares will be allotted, i.e. from Dato’ Seri Kee Yong Wee and Encik Yusof Bin Khalid to Puan Hafizah Binti Awang and Puan Mearia @ Massahariah Binti Hamzah.

ii)
On 17.06.2004, the Company further announced and proposed to allot the restricted issue shares previously intended for Encik Noor Hadi Bin Ismail to Encik Bujang Bin Sapawi.

iii) On 25.08.2004, the Company announced that the Securities Commission has in its letter dated 23.08.2004 approved the following:-

(a) Proposed Restricted Issue up to 25,799,400 new ordinary shares of RM1.00 each in Suremax Group Berhad (“Suremax”) representing not more than thirty percent (30%) of the issued and paid-up capital of Suremax as at the price fixing date of the first tranche of the restricted issue shares to several identified investors;

(b) The listing of and quotation for the new Suremax shares to be issued pursuant to the Proposed Restricted Issue on the Main Board of Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad);

iv) On 19.11.2004 Commerce International Merchant Bank Berhad had announced its resignation as Advisor for the Proposed Restricted Issue, the Proposed Employee Share Option Scheme and the Proposed Amendment to Article 4(ii) of the Articles of Association of Suremax with immediate effect;

v) On 14.01.2005 the Company had announced its decision to abort the Proposed Restricted Issue with immediate effect as the identified investors have decided not to participate in the Proposed Restricted Issue. 

Nevertheless, the Proposed ESOS and Proposed Amendment will continue to be implemented. Currently, the Company is in the process of identifying and appointing a new Advisor to proceed with the Proposed ESOS and the Proposed Amendment.

B9
Group Borrowing And Debt Securities


Amount payable within 12 months

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Bank overdrafts
	4,496
	 7,334
	11,830

	Revolving credits
	-
	 9,675
	  9,675

	Term loans
	2,015
	-
	  2,015

	Bridging loans
	 -
	-
	-

	
	______
	______
	______

	Total
	6,511
	17,009
	23,520

	
	
	
	



Amount payable after 12 months

	
	Secured
	Unsecured
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Revolving credits
	-
	-
	-

	Term loans
	1,279
	-
	  1,279

	
	_____
	_____
	______

	Total
	1,279
	    ----
	  1,279 

	
	
	
	


	Total Borrowings
	7,790
	17,009
	24,799



All the above borrowings are denominated in Ringgit Malaysia.

B10
Off Balance Sheet Financial Instruments


There were no financial instruments with off balance sheet risk as at 25.01.2005, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

B11
Material Litigation


Latest development on four of the legal cases mentioned previously is as follows :-

i) Timbora Sdn Bhd (plaintiff) against Pembinaan Jaya Teknik Sdn Bhd and Suremax Builders Sdn Bhd (defendants)

The Court has fixed 22.02.2005 for further case management of the above action, prior to the trial.

ii) Ling (Liang) Ah Chai and Another against Suremax Land Sdn. Bhd.



Our solicitors informed us that the action is fixed for trial on 16.06.2005.


iii)
Suremax Builders Sdn. Bhd. vs Dominant Equities Sdn. Bhd. 

(Civil Suit No. S3-22-725-04)

Suremax Builders Sdn. Bhd.’s solicitors have filed the Judgment in Default of Appearance and the Certificate of Non Appearance against the Defendant on 21.10.2004. The solicitors have contacted the court on various occasions and personally call upon the relevant officer of the court and were told to wait for the extraction of the Certificate of Non-Appearance and the Default Judgment. Upon extraction, the solicitors will notify the Company.

(iv)    Suremax Marketing Sdn. Bhd. vs Dominant Equities Sdn. Bhd.

(Civil Suit No. S3-22-724-04)

Suremax Marketing Sdn. Bhd.’s solicitors have filed the Judgment in Default of Appearance and the Certificate of Non Appearance against the Defendant on 21.10.2004. The solicitors have contacted the court on various occasions and personally call upon the relevant officer of the court and were told to wait for the extraction of the Certificate of Non-Appearance and the Default Judgment. Upon extraction, the solicitors will notify the Company.

Four new material litigations occurred during the current financial year:-

(i) Suremax Builders Sdn. Bhd. vs Grand Nexus Development Sdn. Bhd.

Suremax Builders Sdn. Bhd. (“SBSB”) is suing Grand Nexus Development Sdn Bhd. (“GND”), a sub-contractor of SBSB, for the sum of RM87,986.41 being over-advance made by SBSB to GND. As GND has failed to respond to the Letter of Demand, SBSB’s solicitors are currently compiling the relevant documents in order to proceed to the next stage of the recovery action.

Full provision has been made in respect of the doubtful debt during the last financial year.

(ii) Suremax Concrete Sdn. Bhd. vs. Grand Nexus Development Sdn. Bhd.

Suremax Concrete Sdn. Bhd. (“SCSB”) is suing Grand Nexus Development Sdn Bhd. (“GND”), a customer of SCSB, for the sum of RM1,034,304.67 being  the supply of mix concrete to GND. As GND has failed to respond to the Letter of Demand, SCSB’s solicitors are currently compiling the relevant documents in order to proceed to the next stage of the recovery action.

Full provision has been made in respect of the doubtful debt during the last financial year.

(iii) Suremax Marketing Sdn. Bhd. vs Grand Nexus Development Sdn. Bhd.

Suremax Marketing Sdn. Bhd. (“SMSB”) is suing Grand Nexus Development Sdn Bhd. (“GND”), a customer of SMSB, for the sum of RM6,228,655.25  being  the supply of building materials to GND. As GND has failed to respond to the Letter of Demand, SMSB’s solicitors are currently compiling the relevant documents in order to proceed to the next stage of the recovery action.

Full provision has been made in respect of the doubtful debt during the last financial year.

(iv) Suremax Land Sdn. Bhd. vs. Grand Nexus Development Sdn. Bhd.

Suremax Land Sdn. Bhd. (“SLSB”) is suing Grand Nexus Development Sdn Bhd. (“GND”), a customer of SMSB, for the sum of RM59,020.43 being amount owing by GND after contra of properties with GND. As GND has failed to respond to the Letter of Demand, SLSB’s solicitors are currently compiling the relevant documents in order to proceed to the next stage of the recovery action.

Full provision has been made in respect of the doubtful debt during the last financial year.

B12
Dividend

The Board of Directors does not recommend any payment of dividend for the current financial quarter ended 30 November, 2004.

B13
Earnings/Loss Per Ordinary Shares

The basic loss per ordinary share of the Group for the current quarter is calculated based on the loss after taxation and minority interest of RM1,075,000 divided by the number of ordinary shares of RM1.00 each in issue of 66,000,000 shares.
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