SITT TATT BERHAD


Explanatory Notes To Financial Statement – For Reporting Period Ended 31 March 2003

MASB 26 – Paragraph 16

A1       Basis of preparation of Financial Statements 

The year end 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 year end 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.

The financial statement for financial year ended 31 March 2002 was not qualified by the auditor.

A3
Seasonal or Cyclical Factors in operations

The Group operations are generally not affected by any seasonal factors but are in tandem with the country’s economic situation.

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 31 March 2003.

A8
Segmental Reporting

The Group operates predominantly in four industry segments as at 31 March , 2003  as follows :

(A) Revenue

	
	External

Sales

RM ‘000
	Inter-segment

Sales

RM ‘000
	Total

Sales

RM ‘ 000

	Industrial Gases & Related Equipment
	6,624.0
	1,136.7
	7,760.7

	Industrial Chemicals
	7,675.5
	-
	7,675.5

	Labels Printing & Processing
	9,008.8
	-
	9,008.8

	Investment Holdings
	2,315.5
	366.9
	2,682.4

	
	25,623.8
	1,503.6
	27,127.4


Elimination







                  (1,503.6 )
Group Revenue







       25,623.8
( B ) Segment Results

	
	External

Sales

RM ‘000

	Industrial Gases & Related Equipment
	4,647.0

	Industrial Chemicals
	237.9

	Labels Printing & Processing
	626.9

	Investment Holdings
	  ( 2,996.5 )

	Results From Operation


	2,515.3

	Interest Income
	384.4

	Finance Costs
	( 1,686.5 )

	Results Before Tax


	1,213.2

	Taxation
	( 41.7 )

	Results After Tax
	1,171.5


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 

(A)
The Company has on 6 May 2003, entered into a Share Sale Agreement ("SSA") with Abu Zarim bin Malik and Norhayati bt Mohamad Hasim ("the Purchaser") wherein the Company has agreed to sell its entire stake of 100,000 shares in Sariteknik Sdn Bhd ("SSB") to the Purchaser, representing 40% of the entire issued and paid-up capital of SSB, for a total cash consideration of RM646,000.



Upon signing of SSA, 10% deposit was paid and the balance to be paid on completion on or by 31 May 2003.



(B) The Company's wholly-owned subsidiary, Sitt Tatt Marketing Sdn Bhd ("STM"), has on 21 March 2003, entered into a Sale & Purchase Agreement with W.Y. Leong Art Sdn Bhd ("WYL") wherein STM has agreed to sell its land held under H.S. (D) 1030 P.T. No. 7959, Mukim Kuala Kuantan, Daerah Kuantan, Negeri Pahang measuring approximately 2,809.7 sq. metres in area together with a single storey open sided detached factory with a single storey office annexed erected thereon with its postal address at Lots 8 & 9, Semambu Industrial Estate, 25350 Kuantan, Pahang ( referred to as the "Property") to WYL for a total cash consideration of RM650,000 and subject to all conditions of title and restrictions in interest therein whether express or implied imposed upon or relating to or affecting the Property and subject to the terms and conditions as contained therein.

WYL is a company incorporated in Malaysia and having its address at Lots 5 & 6, Kawasan MIEL, Padang Lallang, 25050 Kuantan, Pahang. The sale consideration of RM650,000 for the Property is based on current market value and on a willing buyer -willing seller basis.

A11
Changes in the composition of the Group

(A)
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 31 March, 2003 and financial year to-date are as follows :

On 20 May 2002, Sitt Tatt Marketing Sdn. Bhd. “STM” a wholly owned subsidiary of Sitt Tatt Berhad ("STB") had executed a Sale and Purchase Agreement with Mr Lim Hang Boo on 22 February 2002 wherein STM would acquire 510,000 ordinary shares of RM1.00 each in Pyramid Labels Industries Sdn Bhd ("PLI") which is equivalent to 51% of the entire issued and paid-up share capital of PLI, for a total cash consideration of RM3.5 million.


The principal activity of PLI is manufacturing of stickers and labels especially for electronics industry.

Acquisition of subsidiary company – Pyramid Labels Industries Sdn. Bhd. at acquisition date



                                                                           

                            






 RM’000

Effect on Group
:  Cash flow




 ( 3,500 )




 
   NTA





   2,037



(B) Sitt Tatt Berhad had transferred its existing issued and paid-up capital of RM2.00 divided into 2 ordinary shares of RM1.00 each of Sitt Tatt Industries Sdn. Bhd. “STI” to Kuantan Industrial Gases Sdn. Bhd “KIG” at par value on 14 May 2002 and the Subscrption of Shares by KIG has been completed on 15 May 2002. The business activities of STI are the marketing of industrial gases, welding products, industrial equipment and machinery.

Disposal of subsidiary company-Sitt Tatt Industries Sdn. Bhd. at disposal date :

RM’000
      Effect on Group : 
Cash flow




   3,600 



 
NTA




                  977

         ( C )
Sitt Tatt Berhad had on 21 May 2002, entered into a Share Sale and Purchase Agreement ("SPA") with MSE-Com(I) Pvt Ltd ("MSE") wherein the Company has agreed to sell its entire stake of 250,000 shares in Ismeta Next Sdn Bhd ("INSB") to MSE for a total consideration of RM200,000 to be satisfied as follows:-


cash of RM50,000 to be paid upon execution of the SPA; and
a sum of RM150,000 in the form of the provision of consultancy and information technology development services by MSE to the Company and any of its subsidiary or associated companies as may be notified by the Company.

Disposal of associated company - Ismeta Next Sdn. Bhd. at disposal date : 

RM’000

      Effect on Group : 
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
	21,878

	 - Unutilised
	  2,872

	Total
	24,750


A13
Significant Related Party Transaction of The Company For period ended 31 March 2003 , 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
	190,064

  8,158

21,197

48,117

267,536



	2.Management Fees charged to subsidiary companies

ST Chemicals Sdn Bhd

ST Kobe Welding (M) Sdn Bhd

Pyramid Labels Industries Sdn Bhd

Total
	86,161

126,190

   142,565

354,916

	3.Management Fees charged to associated companies

Sitt Tatt Industrial Gases Sdn Bhd

Sariteknik Sdn Bhd

Total
	2,160,145

29,382

2,189,527


KLSE Revised Listing Requirements

B1
Review of performance of the Company and its subsidiaries for the current quarter and financial year to date

The turnover of the Group for this reporting quarter reduced marginally by 7.3% to RM6.3 million as compared to RM6.8 million in the previous financial year corresponding quarter.

For the financial year to date, the Group recorded a turnover of RM25.7 million which is a decrease of 13% compared to RM29.5 million achieved for the previous financial year end. The reduction in the turnover was mainly due to the reduction in turnover contributed by the industrial gases and its related equipment division by 66% since the Group had disposed off one of its subsidiary in this division end April 2002.However, due to the acquisition of a subsidiary in the Labels printing and processing division in May 2002, the increase in the sales of this division reduced the above shortfall by 70%.

The Group however recorded a loss before investing results of RM0.94 million in this reporting quarter as compared to the previous year corresponding quarter profit of RM0.03 million. The Group also recorded a loss before investing results of RM3.2 million in this reporting financial year end as compared to the previous year end loss of RM2.9 million. This is mainly due to the unavailability of a core business at Sitt Tatt Berhad to sustain its operational expenses. 

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 RM0.62 million for the current quarter as compared with the immediate preceding quarter profit before tax of RM0.24 million.

This was mainly due to better performance in the Labels Printing and Processing division during the current quarter as compared to immediate 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 next financial year is expected to improve after Sitt Tatt Berhad’s acquisitions under its corporate exercise is completed which marks its entry into the semiconductor services industry and is perceived to have a favourable long term growth prospects for the Group.

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

            Not Applicable.
B5.
Taxation

The taxation figure for the Group includes under/(over) provision of taxation in respect of prior years.


The breakdown of the tax charge is as follows:

	
	Current Year Quarter

RM’000
	Current Year To Date

RM’000

	Current taxation expense/(credit)
	-
	142.1

	Share of tax in associated companies
	5.3
	29.2

	Under/(over) provision of taxation
	(154.5)
	(136.6)

	Deferred taxation
	7.0
	7.0

	
	
	

	Total tax expense/(credit)
	(142.2)
	41.7

	
	
	

	Effective tax rate
	(23%)
	3.4%


The Group’s current quarter effective tax rate is lower than the statutory tax rate due mainly to over provision of prior year tax of a subsidiary, unabsorbed tax losses for its parent company and subsidiaries as well as utilization of capital allowances and reinvestment allowances brought forward for its associate company.

The Group’s effective tax rate for the current financial year-to-date is lower than the statutory tax rate due mainly to over provision of prior year tax of a subsidiary, unabsorbed tax losses for its parent company and subsidiaries as well as utilization of capital allowances and reinvestment allowances brought forward for its associate company.

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”) on 15 May 2002, hence STI ceased to be a subsidiary of the Company thereon.
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
	     627


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”).

Current Status.

The Securities Commission ("SC") had vide its letter dated 16 December 2002 approved the utilisation of RM11.5 million held by the Company in an interest bearing fixed deposit account for working capital utilisation as follows: -

	
	RM

	· Sitt Tatt Group*
	5,500,000

	· Acquiree Companies **
	6,000,000

	TOTAL
	11,500,000



* To be utilised to finance the working capital of the Sitt Tatt Group, which will be applied towards financial and operating expenses including advisory fees. This utilisation is intended to improve the Group's liquidity and reduce its reliance on borrowings to fund daily operations.

** To be utilised for the working capital of Pyramid Manufacturing Industries Pte Ltd, CEM Machinery Pte Ltd and PMI Plating Services Pte Ltd which are in the process of being acquired by the Company. 


The SC's approval for the Proposal to utilise the RM6,000,000 earmarked for the working capital of Pyramid Manufacturing Industries Pte Ltd, CEM Machinery Pte Ltd and PMI Plating Services Pte Ltd is subject to the condition upon completion of the acquisition of Pyramid Manufacturing Industries Pte Ltd, CEM Machinery Pte Ltd and PMI Plating Services Pte Ltd by the Company.

The Company had on 11 April 2003, applied to the SC to extend the last date to complete the abovementioned Proposals of 28 April 2003 for a further period of four (4) months to 28 August 2003 (“Proposed Extension”) and SC had in its letter dated 6 May 2003 approved the Proposed Extension.

The Circular to the Shareholders and Independent Advice Circular were dispatched to the shareholders on 31 March 2003 and 17 April 2003 respectively. The Extraordinary General Meeting of the Company was held on 23 April 2003 and the shareholders have approved all the Ordinary Resolutions and Special Resolutions as per the Notice of Meeting.

The Board of Directors had on 23 April 2003, approved the issuance and allotment of the 125,125,000 new Ordinary Shares and 34,138,000 Irredeemable Convertible Preference Shares (“ICPS”) in respect of the Proposed Acquisitions subject to the approval-in-principle for the listing and quotation of the said securities from the Kuala Lumpur Stock Exchange and the approval of the MISL & Associates Sdn Bhd's waiver application by the SC. 

The SC had vide its letter dated 7 May 2003 approved the Proposed Waiver.

The Board of Directors has also determined 8 May 2003 as the Price Fixing Date to determine the issue price for the Rights Shares pursuant to the Proposed Rights Issue and conversion price for the ICPS to be issued pursuant to the Proposed Acquisitions.


Accordingly, the Company has fixed the issue price of the Rights Shares and conversion price of the ICPS at RM1.00 per share.

B9.     Group Borrowings and Debts Securities

Total group borrowings as at 31 March 2003 are as follows :


(a) Secured/Unsecured borrowings
	
	RM’000

	Secured borrowings
	  1,848

	Unsecured borrowings 
	21,410

	Total
	23,258


            (b) Short /Long term borrowings

	
	RM’000

	Short term borrowings
	 22,037

	Long term borrowings
	    1,221

	Total
	23,258


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 June 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 12 May 2003 case management, the Court fixed the matter for final case management on 20 August 2003.

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

Banking facilities granted to Nadin was acquired by PDNB. PDNB was unable to register the charge at the Land Registry due to the private caveats over the said land, H.S.(D) 11540 P.T. 15738 and H.S.(M) 25621 P.T. 24371 in Mukim Ampang, District of Ulu Langat, Selangor Darul Ehsan. PDNB filed an application on 13 March 2000 for the withdrawal of the private caveats.

Current Status – The Court has fixed the matter for mention on 11 August 2003. Amicable settlement between the two parties, pending.
     (C).
   ST Chemicals (“STC”) v Sentul Commerce Centre Sdn Bhd (“Sentul”)
Claim in Kuala Lumpur High Court (Suit No.S7-22-962-2002) 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 counter claim.

Current Status – Our solicitors, Messrs Shook Lin & Bok (“SLB”) had on 20 November 2002 filed STC’s reply and defence to Sentul’s defence and counter claim. The Court had fixed the matter for case management on 14 April 2003. On the 14 April 2003 case management, the Court fixed 20 August 2003 as the next case management date pending the parties’ compliance with the Court’s directions to file the bundle of pleadings and the bundles of documents.

(D).
Sitt Tatt Marketing Sdn Bhd (“STM”) v Kwality Textiles (M) Sdn Bhd         (“KTSB”)
Claim filed in Alor Star High Court (Civil Suit No. 22-239-2002) by STM (Plaintiff) against KTSB (Defendant) on 20 November 2002 by Messrs. Shook Lin & Bok (“SLB”), for payment of RM1,668,240.83 owed to the Plaintiff in respect of raw materials purchased and delivered, interest, costs and any further relief as the Court deems fit, as a result of the Defendant's breach to pay the Plaintiff. The Defendant’s solicitors Messrs Amin-Tan & Co. had on 15 January 2003 entered appearance on behalf of KTSB and filed the defence and counter claim.

Current Status – Our solicitors, Messrs Shook Lin & Bok (“SLB”) had on 22 March 2003 proceeded to file STM’s reply and defence to KTSB’s defence and counter claim. SLB is currently preparing the notice for case management.

    (E).
   Sitt Tatt Marketing Sdn Bhd (“STM”) v M. Sathappan Ravi (“Ravi” )
Our solicitors, Messrs. Shook Lin & Bok (“SLB”) had on 3 December 2002 filed a further suit on behalf of STM (Plaintiff) at the Alor Star High Court (Suit No. 22-252-2002) against Ravi (“Defendant”), a director and guarantor for Kwality Textiles (M) Sdn Bhd (“KTSB”) for the payment of RM1,668,240.83 together with interest, costs and any further relief as the Court deems fit, as a result of KTSB’s failure to pay STM for raw materials purchased and delivered by STM. The Defendant’s solicitors Messrs Amin-Tan & Co. had entered appearance and had on 17 April 2003 served the Defendant’s defence on SLB.

Current Status – SLB has on 30 April 2003 proceeded to file STM’s reply to the Defendant’s defence at the Alor Star High Court.

B12.
Dividend

The Board of Directors does not recommend any dividend for the current quarter      ended 31 March , 2003. ( 2002 : NIL ) .

B13.
Earnings per share

            Basic Earnings per share

The numerator used in computing the year to-date basic EPS is RM939,164 (Profit after tax ) and denominator used is RM69,465,426 .

The numerator used in computing the current quarter basic EPS is RM503,264 (Profit after tax ) and denominator used is RM69,465,426 .


Diluted Earnings per share

Not applicable.
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