SITT TATT BERHAD


Explanatory Notes To Financial Statement – For Reporting Period Ended 30 September, 2002

MASB 26 – Paragraph 16

A1       Basis of preparation of Financial Statements 


The interim financial report has been prepared in accordance with MASB 26 Interim  

Financial Reporting and Chapter 9 part K of the Listing Requirements of Kuala Lumpur Stock Exchange. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statement for the year ended 31 March 2002.

A2
Details of audit report qualification of financial statement for the year ended 31 March 2002.

Not applicable.

A3
Seasonal or Cyclical Factors of interim operations

There is no seasonality or cyclical operations affecting the performance of the Group’s interim operations.

A4
Unusual items.

This is reported under item A11 - Changes in the composition of the Group . 

A5
Changes in estimates which materially effect the current interim period. 


There are no changes in estimates which materially effect the current interim period.

A6
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities.


There is no issuances, cancellations, repurchases, resale and repayments of debt and equity securities.

A7
Dividend paid

There were no dividends paid during the interim financial period ended 30 September, 2002.

A8
Segmental Reporting

The Group operates predominantly in three industry segments as at 30 September 2002  as follows :

	
	Revenue

( Rm’000 )
	PBT

( Rm’000 )

	Manufacturing


	6,196
	2,770

	Trading


	5,391
	-47

	Others


	1,071
	-2,369

	Total
	12,658
	354


Note : The Holding company results are included in the “ Others ” column. 

A9
Valuations of property, plant and equipment

Valuations of property, plant and equipment have been brought forward, without amendments from the previous annual financial statements as at 31 March, 2002. 

A10
Material events subsequent to the end of the reporting period 

Not applicable except what is mentioned in Note B8 below.

A11
Changes in the composition of the Group


During the interim period, the Company had made the following changes in the Group composition :

The financial effect on the changes in the composition of the Group for the interim period ended 30 September, 2002 and financial year to-date are as follows :

Acquisition of subsidiary company – Pyramid Labels Industries Sdn. Bhd.



                                                                         RM’000


Effect on : 
Cash flow




 ( 3,500 )




 NTA





   2,037



Disposal of subsidiary company



RM’000


Sitt Tatt Industries Sdn. Bhd.

Effect on : 
Cash flow




   3,600 



 NTA




                  977

Disposal of associated company                                              RM’000
Ismeta Next Sdn. Bhd.


Effect on : 
Cash flow




       50


   



 NTA





  (1,050)

A12
Contingent Liabilities

The Company is contingently liable in respect of corporate guarantees given to certain banks and financial institutions for credit facilities granted to its associate companies.

	Unsecured :
	RM’000

	 - Utilised
	23,576

	 - Unutilised
	  2,674

	Total
	26,250


A13
Significant Related Party Transaction of The Company For period ended 30 September 2002 , with the related party ( of which the directors have no equity interest ) :

	
	Amt ( RM )

	1.Rechargeable expenses to subsidiary   companies

Sitt Tatt Marketing Sdn Bhd

ST Chemicals Sdn Bhd

ST Kobe Welding (M) Sdn Bhd

Sitt Tatt ( Sabah ) Sdn Bhd

Total
	45,089

  3,999

74,929

47,565

171,583

	2.Management Fees charged to subsidiary companies

ST Chemicals Sdn Bhd

ST Kobe Welding (M) Sdn Bhd

Total
	39,346

86,460

125,806

	3.Management Fees charged to associated companies

Sitt Tatt Industrial Gases Sdn Bhd

Sariteknik Sdn Bhd

Total
	923,970

14,453

938,423


KLSE Revised Listing Requirements

B1
Review of performance of the Company and its subsidiaries for the current quarter

The turnover of the Group for this reporting quarter reduced by 15.1% to RM6.2 million as  compared to RM7.3 million in the previous financial year corresponding period .The Group also recorded a loss before investing results of RM0.74 million in this reporting quarter as compared to the previous year corresponding quarter loss of RM0.81 million. 

This was mainly due to the reduction in trading sector sales by 60.3% from the previous year corresponding quarter of RM5.8 million to this reporting quarter of RM2.3 million as the Group had disposed-off one of the subsidiary company in the trading division business end April 2002 .

However , due to the acquisition of a subsidiary in the manufacturing division in May  2002 , the increase of the sales from this sector reduced the above shortfall by 73% . 

B2.  Material changes in the  profit before taxation for the reporting quarter as compared to the immediate preceding quarter.

The Group reported a profit before tax of RM0.19 million for the current quarter as compared with the preceding quarter profit  before tax of RM0.16 million.

This was mainly due to higher contribution from the manufacturing division in the current quarter as compared to preceding quarter.


B3.       Prospects of the Company for the remaining period of the financial year

The Directors of the Company are of the view that barring unforeseen circumstances and taking into consideration of the current economic climate ,  the performance for the remaining period of the current financial year is expected to be relatively consistent with the 1st half of the financial year .

B4.
Variance of Actual Results From Forecast Profit and Shortfall in Profit Guarantee

            Not Applicable .
B5.      Taxation

The taxation figure for the Group does not include any under/(over) provision of  taxation in respect of prior years .


The breakdown of the tax charge are :

	
	RM’000

	Taxation during the period
	     0

	Share of associated companies taxation
	     4.9

	Total
	     4.9


The variance between the effective and statutory tax rate for the current quarter and financial year-to-date are not applicable as there is no provision of taxation for the  Group .

B6      Purchases and sales of unquoted securities

a.) The Company had acquired  510,000 ordinary shares of Pyramid Labels Industries Sdn Bhd ( “ PLI ” ) through its wholly owned subsidiary company Sitt Tatt Marketing Sdn Bhd on 1 May 2002 which has resulted in PLI becoming a subsidiary of the Company .
b.) The Company had disposed-off  2 ordinary shares of   Sitt Tatt Industries Sdn Bhd ( “ STI ” ) which has resulted in STI ceased to be a subsidiary of the Company .
B7.     Purchases and sales of quoted securities 

(a)
No purchase and sales of quoted securities for the current quarter and financial year-to-date.

(b)
Investment in quoted shares as at end of the reporting period:

	
	RM’000

	At cost
	20,955

	At book value
	     742

	At market value
	     636


B8.     Status of corporate proposal announced

I)- Proposed acquisitions of the entire issued  and  paid-up capital  of Pyramid   

     Manufacturing Industries Pte Ltd, Singapore ("Pyramid"), CEM Machinery Pte    

     Ltd, Singapore ("CEM") and PMI Plating Services Pte Ltd, Singapore ("PMI")  

     from MISL& Associates Sdn Bhd . ( “ Proposed Acquisitions ” )

              - Proposed  Rights  Issue  on  the basis of one (1) new ordinary share for every  

     two (2) existing ordinary shares held ; ( “ Proposed Rights Issue ” )

  - Proposed  Employees' Share Options Scheme of up to 10% of the issued and paid-   up capital of the Company ; ( “ Proposed ESOS ” )

· Proposed  Increase  in  Authorised  Share  Capital ( IASC ) of the Company ; 
  ( “ Proposed IASC ” )

· Proposed  Waiver  for  MISL  &  Associates  Sdn  Bhd ( “ MISL ” ) and  Concerted  Parties from having  to   extend   a   mandatory   offer   for  the   remaining  shares in the Company after the Proposed Acquisitions ; ( “ Proposed Waiver ” ).

With reference to the above , the Ministry of International Trade and Industry(MITI ) had on 13 July 2002 approved the Proposals .

The Company had on 12 August 2002 entered into a Second Supplementary Agreement with MISL , the Shareholders , the acquiree companies and the guarantors to principally vary the Proposed Acquisitions such that the consideration 

for the Proposed Acquisitions is financed entirely through the direct issuance of new securities .

The Securities Commission ( SC ) and Foreign Investment Committee ( FIC ) had approved the Proposals on  29 October 2002  and 7 October 2002 respectively except for the revision by the SC to the purchase consideration for the Proposed Acquisitions from RM219,450,000 as proposed by the Company , to a revised purchase consideration of RM184,288,000 to be satisfied by  issuance of 125,125,000 new ordinary shares of RM1.00 each at an issue price of RM1.20 per share and RM34,138,000 nominal value of Irredeemable Convertible Preference Shares .

The Company and the Vendor has accepted the revised purchase consideration for the Proposed Acquisitions and also all the other conditions as imposed by the SC .

The Proposals are pending the shareholders’ approval at an EGM to be convened .

B9.     Group Borrowings and Debts Securities

Total group borrowings as at 30 September 2002 are as follows :


(a) Secured/Unsecured borrowings
	
	RM’000

	Secured borrowings
	  1,405

	Unsecured borrowings 
	22,559

	Total
	23,964


           (b) Short /Long term borrowings

	
	RM’000

	Short term borrowings
	 23,179

	Long term borrowings
	     785

	Total
	23,964


B10.     A summary of off balance sheet financial instruments
             The Company does not have any off balance sheet financial instruments .

B11.
Changes in Material litigation

As at the date of reporting, the following material litigation of the Group is still pending. 

(A).
Dr. Ninian Lourdenadin & Anor (“Ninian”) v Sitt Tatt Berhad (“STB”)

   Kuala Lumpur High Court D2-22-1933-98

Ninian Lourdenadin & Anor had on 16/06/1998 filed a suit against STB mainly on the followings: -

(1).
specific performance of both the said Agreements;

(2).
damages for breach of contracts with interest, in lieu of or in addition to specific performance;

Defence and Counter-Claim for the refund of the RM10.0 Million deposits filed by STB (Defendant) and the Plaintiffs have filed their Reply and Defence to the Counter-Claim.

Current Status – on the 27/08/2002 case management date, the Court fixed the matter for further case management on 29/10/2002. Messrs Shook Lin & Bok (“SLB”) was appointed on 15/10/2002 to take over the conduct of the case from Messrs Cheang & Ariff. We filed our first bundle of documents on 29/10/2002. SLB attended court on 29/10/2002 but the Judge handling the matter was on leave and the Interpreter in-charge fixed 18/02/2003 as the further case management date.

(B).
Pengurusan Danaharta Nasional Berhad (“PDNB”) v Sitt Tatt Berhad
   Shah Alam High Court O/S No: MT4-24-815-2000

Nadin was granted banking facilities by Kwong Yik Bank Berhad which was acquired by PDNB. PDNB is now unable to register the charges at the Land Registry due to the private caveats over the said lands H.S.(D) 11540 P.T. 15738 and H.S.(M) 25621 P.T. 24371 both on Mukim Ampang District of Ulu Langat - refer to item (A) above. PDNB filed an application on 13/03/2000 for the withdrawal of the private caveats.

Current Status – Messrs Lee Swee Seng was appointed on 3 July 2002 to take over the conduct of the case from Messrs Cheang & Ariff .
On the 03/09/2002 hearing, the Court fixed the matter for mention on 19 November 2002. Amicable settlement pending.

(C).
ST Chemicals (“ STC”) v Sentul Commerce Centre Sdn Bhd ( “ Sentul ” )
Claim in Kuala Lumpur High Court Suit No.S-22-962-2002 by STC against Sentul was filed on 29 August 2002 for the refund of RM1.5 million deposit and for the payment of a further RM1.5 million as agreed liquidated damages , interest , cost and any further relief as the Court deems fit , as a result of Sentul’s non-fulfillment of the condition precedents and termination of the Sale and Purchase Agreement ( “ SPA ” ) dated 19 October 2000 entered between the parties . 

Sentul had filed the defence and counterclaim .Currently , pending filing of STC’s reply/rebuttal to the Sentul’s defence and counterclaim .
B12.
Dividend

The Board of Directors does not recommend any dividend for the current quarter      ended 30 September 2002 . ( 2001 : NIL ) .

B13.
Earnings per share

            Basic Earnings per share

The numerator used in computing the above is RM283,474 ( Profit after tax ) and denominator used is RM69,465,426 .


Diluted Earnings per share

The numerator used in computing the above is RM283,474 ( Profit after tax ) and denominator used is RM69,465,426 .
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