SITT TATT BERHAD


Part A - Explanatory Notes Pursuant To MASB 26 

1. 
Basis of Preparation 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 March 2003.

The same accounting policies and methods of computation are followed in the interim financial statements as compared with the financial statements for the year ended 31 March 2003.

2.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 March 2003 was not qualified.

3.
Comments About Seasonal or Cyclical Factors

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

4.
Unusual Items Due to Their Nature, Size or Incidence
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows in the current quarter.

5.
Changes in Estimates 
There were no changes in estimates that have had a material effect in the current quarter results.

6.
Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter.

7.
Dividends Paid


There were no dividends paid during the interim financial period ended 31 March 2004.

8.
Segmental Information

Segment Revenue

	
	3 months ended 31.3.2004

RM’000
	12 months

ended 31.3.2004

RM’000

	Industrial gases & related equipment
	1,962
	7,345

	Industrial chemicals
	881
	5,167

	Labels printing & processing
	2,994
	12,183

	Semiconductor related activities
	16,420
	50,744

	Investment holdings
	537
	2,931

	Total revenue including inter-segment sales
	22,794
	78,370

	Elimination of inter-segment sales
	41
	(519)

	Total revenue
	22,835
	77,851


Segment Results

	
	3 months ended 31.3.2004

RM’000
	12 months

ended 31.3.2004

RM’000

	Industrial gases & related equipment
	246
	185

	Industrial chemicals
	155
	24

	Labels printing & processing
	273
	1,362

	Semiconductor related activities 
	7,017
	7,175

	Investment holdings
	2,994
	  1,904

	Profit from operations
	10,685
	10,650


9.
Carrying Amount of Revalued Assets


The valuations of property, plant and equipment and investment properties have been brought forward without amendment from the financial statements for the financial year ended 31 March 2003 except for the following:-

(a) A revaluation of leasehold land and building was effected in the current quarter. As a result of the revaluation, the leasehold land and building was revalued to RM2.1million based on a valuer’s report by Brook Hillier Parker Sdn Bhd on 6 October 2003. 

The net book value prior to the revaluation was RM1.2million as at 31 March 2004. 

10.
Subsequent Events


There were no material events subsequent to the end of the current quarter.

11.
Changes in Composition of the Group

There were no changes in the composition of the Group during the current quarter.

12.
Changes in Contingent Liabilities and Contingent Assets

There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 March 2003, except for the Company is contingently liable in respect of corporate guarantees given to certain banks and financial institutions for credit facilities granted to its associate company. 

As at 31 March 2004, the amount of the contingent liabilities were as follows:-

	Unsecured:
	RM’000

	 - Utilised
	15,652

	 - Unutilised
	  2,498

	
	18,150


The amount of contingent liabilities remains the same as at 30 April 2004.

13.
Capital Commitments

There were no capital commitments during the current quarter.

13.1
Significant Related Party Transactions
	
	12 months ended 31.3.2004

RM’000

	Company
	

	     Management fees charged to associate company
	

	     Air Products STB Sdn Bhd

      (Formerly known as Sitt Tatt Industrial Gases Sdn Bhd)
	2,496

	
	2,496


Part B - Explanatory Notes Pursuant To Appendix 9B of the Listing Requirement of Bursa Malaysia Securities Berhad
14.      Performance Review

The Group’s revenue for the current financial year ended 31 March 2004 increased to RM77.8million from RM25.6million in the prior financial year ended 31 March 2003 while the profit before taxation increased to RM13.8million from RM1.2million for the respective years. The improvement in the performance for the financial year was mainly due to contribution from three companies in Singapore. These companies were acquired by the Group on 3 June 2003. The contribution from the three companies in Singapore in terms of revenue and profit before taxation for the year to date is RM51million and RM7million respectively. In addition, the vendors of the Group of companies in Singapore, MISL & Associates Sdn Bhd (MISL), has warranted an aggregated profit of RM69.3million for a period from 1 April 2003 to 31 March 2006. For the current quarter, the Company had recognized a deferred asset of RM13million as explained under note 17 below.

The Group’s revenue for the current quarter ended 31 March 2004 increased to RM22.8million from RM6.4million in the quarter ended 31 March 2003 while the profit before taxation increased to RM11.1million from RM0.6million for the respective periods. The improvement was as explained in the preceding paragraph.

15.     Comment on Material Change in Profit Before Taxation 

The Group’s profit before taxation for the current quarter ended 31 March 2004 was RM11.1million as compared with a loss of RM1million in the immediate preceding quarter. This was mainly attributable to the following:-

(a) reversal of amortised goodwill of RM3.6million provided for in the preceding quarters. The reason of the reversal is to be consistent with the Company’s policies with regards to amortisation of goodwill arising from acquisition of subsidiaries made during the year.

In accordance to the Company’s policies for such a situation, the amortisation shall only commence on the first day of the following year.

(b) specific provision of doubtful debt amounting to RM8.3million.

(c) recognition of a deferred asset of RM13million due to the shortfall in profit guaranteed as explained below.

Under the profit guarantee agreement between MISL and Sitt Tatt Bhd (STB), MISL has warranted to STB a total aggregate audited profit of RM69.3million from 1 April 2003 to 31 March 2006. These profits were secured by way of 34.1 million irredeemable convertible preference shares (ICPS) as approved by Securities Commissions (SC) dated 29 October 2002.

16.       Commentary on Prospects
The Directors are of the view that the overall performance of the Group will depend substantially on the performance of the semiconductor related activities in particular the electroplating segment. Barring unforeseen circumstances, the performance for the following financial year is expected to remain favourable.

17.
Profit Forecast or Profit Guarantee

	
	1.4.2003

to

31.3.2004

	Guaranteed profit after taxation for the Group of companies in Singapore for the year ended 31.3.2004
	19.3


6.3

	Actual unaudited profit after taxation for the Group of companies in Singapore for the year ended 31.3.2004
	

	Deferred asset*
	13.0


* STB has acquired the companies in Singapore on 3 June 2003. MISL has warranted an after tax profit of RM69.3million for a period of three years. This translates to a profit after tax of RM19.3million for the first ten (10) months of the current financial year. The shortfall of RM13million is secured in the form of shares. As a result, the Company had recognised a deferred asset of RM13million for the year ending 31 March 2004.

18.
Taxation

	
	3 months 

ended

31.3.2004 

RM’000
	12 months ended 31.3.2004

RM’000

	Income tax:
	
	

	   Malaysian income tax
	71
	365

	   Foreign tax
	363
	931

	
	434
	1,296

	Under/(over) provision of Malaysian income tax in prior years
	-
	-

	
	434
	1,296

	Deferred tax
	-
	-

	Share of taxation of associates
	231
	514

	
	665
	1,810


19.      Sale of Unquoted Investments and Properties

There were no sales of unquoted investments and properties except for the disposal of a property in one of the subsidiary company, which has resulted in a profit of RM0.4million.

20.     Marketable Securities 

Details of purchases and disposals of marketable securities are as follows:








	
	3 months ended 31.3.2004

RM’000
	12 months ended  31.3.2004

RM’000

	Purchase consideration
	-
	814

	Sale proceed
	-
	56

	Gain on disposal
	-
	43


	Investment in quoted securities:
	12 months ended  31.3.2004

RM’000

	At cost
	21,966

	At book value
	 1,174

	At market value
	 1,181


21.     Corporate Proposals 
(a) Status of corporate proposal

There were no corporate proposals announced but not completed as at 25 May 2004 except the following:

(i) On 12 May 2004, the Company was granted an extension of time by Securities Commission for 6 months to complete the proposed renounceable rights issue on the basis of one new rights share for every two existing ordinary shares held.

(b) Status of utilisation of proceeds

Not applicable. 

22.     Borrowings and Debt Securities

	Short Term Borrowings:

	As at 

31.3.2004

RM’000

	Secured
	4,057

	Unsecured
	17,789

	
	21,846


22.     Borrowings and Debt Securities (Cont’d)

	Long Term Borrowings:
	As at 

31.3.2004

RM’000

	Secured
	3,189

	Unsecured
	-

	
	3,189

	Total
	25,035


23.     Off Balance Sheet Financial Instruments
             The Company does not have any off balance sheet financial instruments.

24.
Changes In Material Litigation

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

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

            Kuala Lumpur High Court Civil Suit No: D2-22-1933-98

Sitt Tatt Berhad (“STB”) entered into a Sale of Shares Agreement dated 25/01/1995 with Dr. Ninian M. Lourdenadin & Martona D’Cruz a/p Tharsis D’Cruz (“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 Agreement dated 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 judgment 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 directions 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 – The suit which has been fixed for full trial on 25 and 26 May 2004 is adjourned to 22 June 2004 for mention for the parties to refile the relevant documents.

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

Sitt Tatt Berhad (“STB”) had lodged 2 separate private caveats on 2 pieces of land held under H.S.(D) 11540 P.T. No.15738 and H.S.(M) 25621 P.T. No. 24371 both in Mukim of Ampang District of Ulu Langat, Selangor Darul Ehsan (“the said lands”). The registered proprietor for the said lands is Nadin Holdings Sdn Bhd (“NHSB”).

The said private caveats were lodged by STB on the basis that Nadin Management Sdn Bhd ( “ NMSB “ ), the beneficial owners of 60% of the shares in Nadin Holdings Sdn Bhd ( “ NHSB “ ) is indebted to STB for the sum of RM10.0 million.

NHSB was granted banking facilities by Kwong Yik Bank Berhad ( now known as RHB Bank Berhad [“RHB”] ). RHB has assigned the debt to PDNB. In consideration of PDNB’s agreement to restructure the debt, NHSB has agreed to charge the said lands to PDNB. PDNB is now unable to register the charges at the Land Registry due to the private caveats over the said land. PDNB filed an application on 13/03/2000 for the withdrawal of the private caveats.
Current status – The suit has been fixed for hearing on 28 June 2004.
(C).
ST Chemicals Sdn Bhd (“STC”) v Sentul Commerce Centre Sdn Bhd   (“Sentul”)


Kuala Lumpur High Court Civil Suit No: S7-22-962-2002
A claim by STC against Sentul was filed on 29 August 2002 for a breach of a Sale and Purchase Agreement (“SPA”) dated 19 October 2000 for sale of shares in a company known as Kwality Textiles (M) Sdn Bhd. STC is claiming for a liquidated sum of RM1.5 million for deposit paid, agreed liquidated damages of RM1.5 million or such amount of general damages, interest of the said deposit at the rate of 8% per annum on a daily basis from the date of receipt of deposit (19.10.2000) until the date of full payment, alternatively interest on the said deposit at the rate of 4% per annum from 2.8.2002 until date of judgment, interest on the said deposit of RM1.5million and further RM1.5million (as agreed liquidated damages) at the rate of 8% per annum from the date of judgment until the date of full payment, costs and other such relief the Court deems fit. 

Sentul had filed the Defence and Counter Claim for the following:

a) A declaration that the Plaintiff should provide the credit facility of RM6.0 million to  Kwality Textiles (M) Sdn Bhd   (“KTSB” ).
b) A specific performance to be ordered that the Plaintiff to provide the above credit facility of RM6.0 million to KTSB .

c) Alternatively if the 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 next case management has been fixed for hearing on 6 August 2004 for the parties to finalise the documents and the witness statements.

(D).
Sitt Tatt Marketing Sdn Bhd (“STM”) v Kwality Textiles (M) Sdn Bhd         (“KTSB”)
Alor Star High Court Civil Suit No: 22-239-2002

A claim filed by STM against KTSB on 20 November 2002 for payment of RM1,668,240.83 owed to the Plaintiff in respect of goods sold and delivered, interest at the rate of 8.5% on the outstanding sum from 1.9.2000 until 15.11.2000, interest at the rate of 8% per annum from the date of judgment until full payment and costs. 

The Defendant had on 15 January 2003 entered appearance and filed Defence and Counter Claim for the following:

a) A declaration that the Plaintiff is to provide the credit facility of RM6.0 million to the Defendant.

b) A specific performance to be ordered that the Plaintiff to provide the above credit facility of RM6.0 million to the Defendant.

c) Alternatively, if the specific performance is 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.

The Defendant has filed an application to consolidate the suits with the Kuala Lumpur High Court Civil Suit no. S7-22-962-2002 (as mentioned in [C] above). 

Current status –The following update has yet to be confirmed by Shook Lin & Bok in writing: 

On 23 May 2004, the court struck off the Defendant’s application for consolidation. In the meantime, the Defendant’s solicitor has filed an application to be discharged. Pending a date to be fixed by the court.

(E).
   Sitt Tatt Marketing Sdn Bhd (“STM”) v M. Sathappan Ravi (“Ravi” )
Alor Star High Court Civil Suit No: 22-252-2002

STM had filed a suit on 3 December 2002 against Ravi, a director and guarantor of Kwality Textiles (M) Sdn Bhd (“KTSB”) whom executed a guarantee in favour of STM on 12 March 2001. STM is claiming for the payment of RM1,668,240.83 together with interest on the outstanding sum of RM26,364.74, interest at the rate of 8% per annum from the date of judgment until full payment, costs and any further relief as the Court deems fit, as a result of KTSB’s failure to pay STM for goods sold and delivered by STM. 

The Defendant has filed an application to consolidate the suits with the Kuala Lumpur High Court Civil Suit no. S7-22-962-2002 (as mentioned in (C) above). 

Current status – On the hearing of the Defendant’s application to consolidate the suits on 10 February 2004, the Court directed the parties to file in written submissions and fixed the matter for decision and / or clarification on 23 May 2004. 

Current status - The update has yet to be confirmed by Shook Lin & Bok in writing:

On 23 May 2004, the Defendant’s application for consolidation has been struck off by the court. Pending filing of pre-trial case management notice. 

25.
Dividend Payable

There were no dividends declared during the current quarter ended 31 March 2004.

26.
Earnings Per Share

            ( a) Basic 


Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period, excluding treasury shares held by the Company.

	
	3 months

ended 31.3.2004
	12 months

ended

31.3.2004

	Net profit for the period (RM’000)
	10,245
	11,486

	Weighted average number of ordinary shares in issue (‘000)
	194,590
	176,813

	Basic earnings per share (sen)
	5.26
	6.50


26.
Earnings Per Share (Cont’d)


(b) Diluted 

For the purpose of calculating diluted earnings per share, the net profit for the period and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, i.e. Irredeemable Convertible Preference Shares (“ICPS”).

	           
	3 months

ended 31.3.2004

RM’000
	12 months

ended

31.3.2004

RM’000

	Net profit for the period
	10,245
	11,486

	After-tax effect of interest on Irredeemable Convertible Preference Shares 
	-
	-

	Adjusted net profit for the period
	10,245
	11,486


	
	3 months

ended 31.3.2004

’000
	12 months

ended

31.3.2004

’000

	Weighted average number of ordinary shares in issue
	194,590
	176,813

	Effect of dilution:
	
	

	   Irredeemable convertible preference shares
	34,138
	29,288

	Adjusted weighted average number of ordinary shares in issue and issuable
	228,728
	206,101


	
	3 months

ended 31.3.2004

Sen
	12 months

ended

31.3.2004

Sen

	Diluted earnings per share
	4.48
	5.57


27.
Authorised for Issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 28 May 2004.
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