SITT TATT BERHAD


Explanatory Notes To Financial Statement – For Reporting Period Ended 30 September 2003

MASB 26 – Paragraph 16

A1.      Basis of preparation of Financial Statements 

The current quarter 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 current quarter financial statements as compared with the annual financial statement for the year ended 31 March 2003.

A2.
Details of audit report qualification of financial statement for the year ended 31 March 2003.

The financial statement for financial year ended 31 March 2003 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 no unusual items recorded during the quarter. 

A5.
Changes in estimates which have a material effect on the current interim period. 

There are no changes in estimates which have a material effect on 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 2003.

A8.
Segmental Reporting

The Group operates predominantly in four industry segments as at 30 September 2003 as follows:

(A) Revenue

	
	External

Sales

RM ‘000
	Inter-segment

Sales

RM ‘000
	Total

Sales

RM ‘ 000

	Industrial Gases & Related Equipment
	3,382.6
	202.3
	3,584.9

	Industrial Chemicals
	3,158.6
	3.8
	3,162.4

	Labels Printing & Processing
	6,023.2
	-
	6,023.2

	Semiconductor
	23,250.4
	-
	23,250.4

	Investment Holdings
	1,411.6
	219.7
	1,631.3

	
	37,226.4
	425.8
	37,652.2

	Elimination
	
	
	(425.8)

	Group Revenue
	
	
	37,226.4


( B ) Segment Results

	
	External

Sales

RM ‘000

	Industrial Gases & Related Equipment
	3,090.7

	Industrial Chemicals
	3.6

	Labels Printing & Processing
	714.6

	Semiconductor  
	410.9

	Investment Holdings
	  (567.4)

	Results From Operation
	3,652.4

	Interest Income
	122.3

	Finance Costs
	(915.0)

	Results Before Tax
	2,859.7

	Taxation
	(389.4)

	Results After Tax
	2,470.3


A9.
Valuations of property, plant and equipment

No valuations of property, plant and equipment have been made during the reporting quarter.

A10.
Material events subsequent to the end of the reporting period 


On 20 October 2003 announcement to KLSE - the Company is currently in negotiations with Inno Tech Co. Ltd ("ITCL"), a company incorporated in Korea, with the intention of acquiring the business, equipment and intellectual property rights of the electroplating division of ITCL ("Proposed Acquisition").

The Proposed Acquisition is subject to, inter-alia, the necessary legal and financial due diligence being carried out, mutual agreement on the terms of the Proposed Acquisition, and satisfaction of the relevant legal statutory, regulatory and other requirements of Korea, Malaysia, Singapore and/or other relevant jurisdictions. 
The Proposed Acquisition also includes a contract with the existing management.

Further information on the Proposed Acquisition will be announced in due course.


A11.
Changes in the composition of the Group


No changes in the composition of the Group.

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
	18,055

	 - Unutilised
	  2,795

	Total
	20,850


A13.
Significant Related Party Transaction of The Company For period ended 30 September 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 (Malaysia) Sdn Bhd

Sitt Tatt (Sabah) Sdn Bhd

STB Technologies Pte Ltd

Total


	3,676

  3,610

1,227

3,043

204,511

216,067



	2.Management Fees charged to subsidiary companies

ST Chemicals Sdn Bhd

ST Kobe Welding (Malaysia) Sdn Bhd

Pyramid Labels Industries Sdn Bhd

Total
	23,169

70,186

   126,389

219,744

	3.Management Fees charged to associated companies

Air Products STB Sdn Bhd

( Formerly known as Sitt Tatt Industrial Gases Sdn Bhd )

Total
	1,298,964

1,298,964


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 has increased by 238.3% to RM20.9 million as compared to RM6.2 million in the previous financial year corresponding quarter.

The increase was mainly contributed by the injection of the Semiconductor division from the acquisition of the three Singapore companies which has a turnover of RM14.3 million during the reporting quarter.

The Group recorded a profit before tax of RM2.28 million in this reporting quarter after taking into account amortisation of goodwill of RM1.53 million for the semiconductor division as compared to the previous year’s corresponding quarter profit of RM0.19 million.

This improvement is mainly due to substantial improvement of the associated company in the Industrial Gases division which contributed a profit before tax of RM2.27 million to the Group during the reporting quarter.

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 RM2.28 million for this reporting quarter as compared with the immediate preceding quarter of RM0.57 million.

The associated company in the Industrial Gases division has shown substantial improvement of 177% in profit before tax from RM0.82 million during the immediate preceding quarter to this reporting quarter of RM2.27 million.

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 the current economic climate, the performance for this financial year is expected to improve with the acquisition of a new core business which marks its entry into the semiconductor services industry and is expected to have a favourable long term growth prospects for the Group.

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

            The semiconductor division which the Company acquired in the previous reporting quarter has contributed a profit after tax of RM2.17 million since acquisition, as compared to the profit guarantee of RM4.11 million for the same period resulting in a shortfall of 47% amounting to RM1.94 million due to an adverse market condition.

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)
	278.7
	367.6

	Share of tax in associated companies
	    6.4
	  21.9

	Under/(over) provision of taxation
	115.5
	-

	Deferred taxation
	-
	-

	
	
	

	Total tax expense/(credit)
	400.6
	389.5

	
	
	

	Effective tax rate
	N.A
	N.A


The Group’s current quarter effective tax rate is lower than the statutory tax rate due mainly to unabsorbed tax losses from 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


No transaction during the period.

B7.     Purchases and sales of quoted securities 

(a)
Except for the subscription of an quoted investment’s rights issue during the quarter of 814,200 ordinary shares for RM1.00 per share, there is no other sales & purchases 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
	21,978

	At book value
	   1,610

	At market value
	     750


B8.     Status of corporate proposal announced

  - 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 ” )

Current Status.

With the exception of the Proposed Rights Issue and the Proposed ESOS, the acquisition of Pyramid, CEM and PMI was completed on 3 June 2003.

The Company had obtained approval from the Securities Commission for a further extension of time up to 28th February 2004 to complete the Proposed Rights Issue and the Proposed ESOS.

B9.     Group Borrowings and Debts Securities

Total group borrowings as at 30 September 2003 are as follows:


(a) Secured/Unsecured borrowings
	
	RM’000

	Secured borrowings
	  7,407

	Unsecured borrowings 
	19,564

	Total
	26,971


            (b) Short /Long term borrowings

	
	RM’000

	Short term borrowings
	 23,341

	Long term borrowings
	   3,630

	Total
	26,971


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

Sitt Tatt Berhad (“STB”) entered into a Sale of Shares Agreements dated 25/01/1995 with Dr. Ninian M. Lourdenadin & Anor (“Ninian”) for the purchase of the entire issued and paid up share capital of Nadin Management Sdn. Bhd. (‘NMSB”) for a purchase price of RM212.5 million of which a deposit of RM9.1 million had been paid by STB. STB also entered into another Sale of Shares Agreements dated the same 25/01/1995 with Ninian for the entire issued and paid up share capital of Nadin Holdings Sdn. Bhd.(“NHSB”) for a purchase price of RM21.1 million of which a deposit of RM0.9 Million had been paid by STB. NHSB is the registered owner of two (2) parcels of land known as Ampang Point. 

Dr. Ninian M.Lourdenadin & Anor had on 16 June 1998 filed a suit against STB for the following:-

(a)
rectification of both the said Agreements dated 25/01/1995, replacing all references to “the date of this Agreement” and “the date hereof” with the date of judgement granted;

(b)
specific performance of both the said Agreements;

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

(d)
a date to be fixed for assessment of damages and/or any consequential direction deemed fit by the Courts; and

(e)
costs, further and/or other relief deemed fair, just and appropriate by the Courts.

Defence and counter claim for the refund of the RM10.0 million deposit filed by STB (defendant) and the plaintiffs have filed their reply and defence to the counter-claim.

Current status – at the hearing on 29 October 2003, the Court fixed the matter for full trial on 25 and 26 May 2004.

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

Nadin Holdings Sdn. Bhd.(“NHSB”) 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 land (H.S.(D) 11540 P.T. 15738 and H.S.(M) 25621 P.T. 24371 both in Mukim Ampang District of Ulu Langat, Selangor Darul Ehsan. PDNB filed an application on 13/03/2000 for the withdrawal of the private caveats.
Current status – on 11 August 2003, the Judge adjourned the matter for mention to 1 December 2003 to enable the parties concerned to seek settlement.

     (C).
   ST Chemicals (“STC”) v Sentul Commerce Centre Sdn Bhd (“Sentul”)
A 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 (together with interest at the rate of 8% per annum from the date of receipt of deposit – 19.10.2000 until the date of refund) paid in respect of the purchase of 3 million ordinary shares in a company called Kwality Textiles (M) Sdn Bhd (KT) and for the payment of a further RM1.5 million as agreed liquidated damages, cost and any further relief as the Court deems fit, as a result of Sentul’s non-fulfillment of the conditions precedent set out in the Sale and Purchase Agreement (“SPA”) dated 19 October 2000 entered between the parties.

Sentul had filed the defence and counter claim for the following:

a) A declaration that the plaintiff should provide the credit facility of RM6,000,000 to the defendant in (D) below -  Kwality Textiles (M) Sdn Bhd   (“KTSB” ).
b) A specific performance to be ordered that the plaintiff to provide the above credit facility of RM6,000,000 to KTSB .

c) Alternatively if the above specific performance are not suitable, then a declaration that the plaintiff has breach the SPA and the defendant has the right to forfeit the RM1.5 million deposit.

d) General  damages, cost and any further relief as the Court deems fit .

 Current status – the Court fixed 5 January 2004 as the next hearing date.

(D).
Sitt Tatt Marketing Sdn Bhd (“STM”) v Kwality Textiles (M) Sdn Bhd         (“KTSB”)
A 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. The plaintiff is also claiming the interest, costs and any further relief as the Court deems fit, as a result of the defendant's failure 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 their defence.

The defendant also made counter claims that:

a) A declaration that the plaintiff should provide the credit facility of RM6,000,000 to the defendant.

b) A specific performance to be ordered that the plaintiff to provide the above credit facility of RM6,000,000 to the defendant.

c) Alternatively, if the above specific performance are not suitable, then the plaintiff to bear the loss suffered by the defendant.

d) General damages, cost and any further relief as the Court deems fit.

Current status – at the hearing on 18 August 2003, the defendant had filed an application to consolidate both the suits no. 22-239-2002 (this suit) and 22-252-2002 (as mentioned in (E) below) with the Kuala Lumpur High Court Civil Suit no. S7-22-962-2002 (as mentioned in (C) above).

The plaintiff had filed affidavits in reply on 7 October and 18 November 2003. The application for consolidation is fixed for hearing on 10 February 2004.
(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 had entered appearance and file defence.

Current status – at the hearing on 18 August 2003, the defendant has filed an application to consolidate both the suits no. 22-239-2002 (as mentioned in (D) above) and 22-252-2002 (this suit) with the Kuala Lumpur High Court Civil Suit no. S7-22-962-2002 (as mentioned in (C) above).

The plaintiff had filed an affidavit in reply on 7 October and 18 November 2003. The application for consolidation is fixed for hearing on 10 February 2004.
B12.
Dividend

The Board of Directors does not recommend any dividend for the current quarter      ended 30 September, 2003 (2002: NIL).

B13.
Earnings per share

            Basic Earnings per share

The numerator used in computing the current and year to-date basic EPS is RM1,774,533 & RM2,279,348 respectively and denominator used is RM159,035,781.


Diluted Earnings per share

The numerator used in computing the current and year to-date basic EPS is RM1,774,533 & RM2,279,348 respectively and denominator used is RM183,473,366.
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