SITT TATT BERHAD (55576-A)
INTERIM FINANCIAL REPORT FOR THE FIRST QUARTER ENDED 30 JUNE 2005


Part A – Explanatory Notes Pursuant to FRS134

1
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 March 2005.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 March 2005.

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 2005.

2
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 March 2005 was not qualified.

3
Seasonal or cyclical factors

The Group’s results for the current financial quarter were not materially impacted by any seasonal or cyclical factors.

4
Unusual items due to their nature, size or incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the quarter ended 30 June 2005.

5
Changes in estimates

Not applicable.

6
Debt and equity securities

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

7
Dividends paid

There were no dividends paid during the quarter ended 30 June 2005.

8
Segmental information 

	
	Current quarter

3 months ended

30 June 2005

	By business segments:
	Turnover

RM’000
	Profit/(Loss) before taxation

RM’000

	Semiconductor related industry

Industrial gases and equipment

Industrial chemicals

Labels printing and processing

Investment holding

Elimination of inter-segment sales


	10,212

1,874

752

3,501

1,235

(679)
	1,636

2,071

0

303

(1,350)

-



	
	16,895
	
	2,660


 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 report for the year ended 31 March 2005.

10
Subsequent events

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

11
Changes in composition of the Group


There is no changes in composition of the Group during the reporting 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 2005, except for the corporate guarantees given to banks and financial institutions for credit facilities granted to its subsidiary companies. 

As at 30 June 2005, the amount of the contingent liabilities were as follows:-

	Unsecured:
	RM’000

	 - Utilised
	557

	 - Unutilised
	1,243

	
	1,800


13
Capital commitments

None.

14
Significant Related Party Transactions
	
	3 months ended 30.06.2005

RM’000

	
	

	Management fees charged to associated company

 Air Products STB Sdn Bhd
	675


Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia

15
Review of performance 

In the first quarter ended 30 June 2005, the Group recorded a revenue of RM16.9 million. This represents a drop in revenue of RM4.6 million or 21% as compared to the revenue reported in the corresponding period last year of RM21.5 million.

This is attributed to lower sales in the semi-conductor related business segment as a result of general slowdown in that industry.

The Group net profit of RM1.46 million was lower as compared to RM4.16 million reported in the corresponding period last year. The lower net profit was mainly attributable to lower profit contribution by the Group’s semi-conductor business.

The Group’s manufacturing division in electrode has also shown lower profits due to lower margins during the reporting quarter.

16
Material changes in profit/(loss) before taxation vs. preceding quarter

The Group revenue of RM16.9 million was lower as compared to RM21.8 million achieved in the preceding quarter. However, the Group incurred net profit after minority interest of RM1.46 million as compared to a loss of RM0.89 million in the preceding quarter.  .

17
Prospects

The Directors are of the view that the overall performance of the Group will depend substantially on the performance of the Singapore companies in the semiconductor related industry and the Directors are expecting to maintain the 1st quarter’s profit levels in the remaining period of the financial year ending 31 March 2006 despite the current slow down in the semi-conductor industry. 

18
Variance of actual profit from forecast profit or profit guarantee

Not applicable.

19
Taxation

	
	3 months ended

30.6.2005

RM’000

	Malaysian income tax

Foreign tax

Share of taxation of associated company
	97

                        463

   535

	
	                     1,095


The effective tax rates of the Malaysian operations for the periods presented are higher than the statutory tax rate principally due to certain expenses/provisions that are not deductible for tax purposes.  The effective rates for the Singapore operations approximate the statutory tax rate.  There was a write back of overprovision for taxation in the Singapore companies in the fourth quarter.

20
Sale of unquoted investments and/or properties

There was no sale of any unquoted investments or properties. 
21
Quoted securities

	
	As at 30.6.2005

RM’000

	Investment in quoted securities:

At cost

At carrying value/book value

At market value
	21,803

1,050

873


22
Corporate proposals

(a) Status of corporate proposals

· Proposed Share Split;

· Proposed Amendments To The Memorandum And Articles Of Association Of Sitt Tatt Berhad To Facilitate The Proposed Share Split And Proposed Amendment To The Employees’ Share Option Scheme Bye-Laws;

· Proposed Renounceable Two-Call Rights Issue;

· Proposed Amendments To The Employees’ Share Option Scheme Bye-Laws; and

· Proposed Waiver.

1.
An announcement was made on 21 February 2005 by Avenue Securities Sdn Bhd (“Avenue”), on behalf of Sitt Tatt that the Securities Commission (“SC”) had vide its letter dated 14 February 2005 (which was received on 18 February 2005) approved the following: 

(i) Proposed Share Split; 

(ii)
Proposed Renounceable Two-Call Rights Issue;

(iii)
Listing of and quotation for the Split Shares, Rights Shares, Warrants and the new shares to be issued pursuant to the exercise of the Warrants on the Main Board of Bursa Malaysia Securities Berhad; and

(iv)
An extension of time of six (6) months from the date of the approval letter for the implementation of the Proposed Renounceable Two-Call Rights Issue.

The approval of the SC is subject to the following conditions:

(i)
Full disclosure should be made in the circular to Sitt Tatt shareholders/abridged prospectus with regard to the reason for the change in advisers from Utama Merchant Bank Berhad to Malaysian International Merchant Bank Berhad to Avenue for the proposed rights issue proposal and the difference between the current proposal and the revision to the proposed rights issue approved by the SC on 12 May 2004 as well as the impact on the minority shareholders;

(ii)
The substantial shareholders should submit irrevocable undertakings to the SC to subscribe for their entitlements and confirm to the SC that they have sufficient resources to take up the securities. The confirmation must be verified by an acceptable independent party, preferably Avenue;

(iii)
The remaining rights shares for which there are no undertakings to subscribe, should be underwritten and Avenue should be one of the syndicate of underwriters;

(iv)
Sitt Tatt should disclose the status of the utilisation of proceeds to be raised from the Proposed Renounceable Two-Call Rights Issue in its quarterly and annual reports until the proceeds are fully utilised; and

(v)
Avenue/Sitt Tatt should comply fully with the relevant standard requirements as stipulated in the Policies and Guidelines on Issue/Offer of Securities in relation to the Proposals.

2.
An announcement was made on 8 April 2005 by Avenue that the SC vide its letter dated 29 March 2005 (which was received on 7 April 2005), stated that the Proposed Waiver will only be considered by the SC after the following have been obtained:-

(i) approval of the shareholders of Sitt Tatt for the Proposed Waiver by way of poll in an Extraordinary General Meeting to be convened where all interested parties are required to abstain from voting;

(ii) provision of competent independent advice to the shareholders of Sitt Tatt, whereby the appointment of the Independent Adviser and the contents of the Independent Advice Circular that will be dispatched to Sitt Tatt’s shareholders shall be subject to the prior approval of the SC; and

(iii) declarations from Tan Sri Datuk Dr. Mohan M.K Swami J.P, and Dato’ Pang Wee Pat J.P and parties acting in concert that there are no disqualifying transaction pursuant to Practice Note 2.9.1 (6) of the Malaysian Code on Take-overs and Mergers, 1998. 

Avenue has also announced that PM Securities Sdn Bhd has been appointed as the Independent Adviser to the non-interested shareholders of Sitt Tatt for the Proposed Waiver, subject to the approval of the SC.

3.
An application for the extension of time to 13 November 2005 to complete the Proposed Share Split and Proposed Renounceable Two-Call Rights Issue was sent to the SC on 29 April 2005.  SC has granted its approval to our application vide their letter dated 18 May 2005 (which was received on 19 May 2005).  An announcement on this approval of extension was made to Bursa Malaysia on 20 May 2005.

(b) Status of utilisation of proceeds

Not applicable. 

23
Group borrowings and debt securities

	
	As at 30.6.2005

RM’000

	Short term borrowings:

  Secured

  Unsecured
	2,943

11,127

	
	14,070

	Long term borrowings:

  Secured

  Unsecured
	1,922

-

	
	1,922

	Total
	15,992


	
	S$’000
	RM’000

Equivalent

	Borrowings denominated in foreign currency
	1,269
	2,865


24
Off balance sheet financial instruments

Not applicable.

25
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 25th January 1995 with Dr. Ninian M. Lourdenadin & Martrona D’Cruz a/p Tharsis D’Cruz for the purchase of the entire issued and paid up share capital of Nadin Management Sdn. Bhd. (‘NMSB”) for the 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 25th January 1995 with Ninian for the entire issued and paid up share capital of Nadin Holdings Sdn. Bhd.(“NHSB”) for the 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 25th January 1995, replacing all references to “the date of this Agreement” and “the date hereof” with the date of judgment granted herein;

(b)
Specific performance of both the said Agreements with all consequential accounts or directions or inquiries as the Court deems fit;

(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; 

(e)
Costs; and

(f)
Further and/or other relief deemed fair, just and appropriate by the Courts.

The Defence and Counter Claim for the refund of the RM10.0 million deposit was filed by STB  followed by the Plaintiffs filing their Reply and Defence to the Counter Claim.

On 29 October 2004, the Court allowed the Defendant’s application for an amendment of Defence and Counter Claim. The Plaintiff then filed an appeal against the Court’s decision in allowing the amendment. The Court dismissed the Plaintiff’s appeal and directed the Plaintiff to file its amended Reply and Defence to the Counter Claim. The Plaintiff has filed a Notice to Appeal to this decision to the Court of Appeal.

Current status – The date for the full trial has been fixed for the 10th and 11th  of November 2005

(B).
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 the Sale and Purchase Agreement (“SPA”) dated 19 October 2000 for the sale of shares in a company known as Kwality Textiles (M) Sdn Bhd. 

STC is claiming for the following:

a)
A sum of RM1.5 million for deposit paid,

b)
Agreed liquidated damages of RM1.5 million or such amount of general damages,

c)
Interest of the said deposit at the rate of 8 percent per annum on a daily basis from the date of receipt of deposit (19th October 2000) until the date of full payment,

d)
Alternatively interest on the said deposit at the rate of 4 percent per annum from 2nd August 2002 until date of judgment,

e)
Interest on the RM1.5million (as agreed liquidated damages) at the rate of 8 percent per annum from the date of judgment until the date of full payment,

f)
Costs; and

g)
Other such relief as the Court deems fit. 

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

a) A declaration that the Plaintiff is required to provide the credit facility of RM6.0 million to Kwality Textiles (M) Sdn Bhd .
b) An order of specific performance for the Plaintiff to provide credit facility of RM6.0 million to KTSB .

c) Alternatively, a declaration that the Plaintiff has breached 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 has fixed the matter for trial on 28 November 2005.

(C).
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 the payment of RM1,668,240.83 owed to the Plaintiff in respect of goods sold and delivered, interest at the rate of 8 percent per annum on the outstanding sum from 1st September 2000 until 15th November 2000, interest at the rate of 8 percent per annum from the date of judgment until full payment and costs. 

The Defendant had on 26 February 2003 filed the 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) An order of specific performance for the Plaintiff to provide the credit facility of RM6.0 million to the Defendant.

c) Alternatively, 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’s application to consolidate the suit with the Kuala Lumpur High Court Civil Suit no. S7-22-962-2002 (as mentioned in [B] above) has been struck off by the Court on 23 May 2004. 

On 10 August 2004 , the Court allowed the Defendant’s solicitors’ application to discharge themselves as Solicitors on record as the Defendant is under receivership. On 25 October 2004, Judgment in default of appearance was entered against the Defendant.

Current status - Pending filing of Proof of debts form.

(D).
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”) who executed a guarantee in favour of STM on 12 March 2001. STM is claiming for the payment of RM1,668,240.83 , interest at the rate of 8 percent 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’s application to consolidate the suit with the Kuala Lumpur High Court Civil Suit no. S7-22-962-2002 (as mentioned in [B] above) has been struck off by the Court on 23 May 2004. 

On 10 August 2004, the Court allowed the Defendant’s Solicitors application to discharge themselves as Solicitors on record for the Defendant. 

Current status - The Court has fixed the matter for mention on 28th August 2005.

26
Dividend

The Board of Directors does not recommend the payment of any dividend for the current quarter.

27
Earnings per share

Basic

Basic earnings per share is calculated by dividing the net profit for the period by the weighted average number of shares in issue during the period.

	
	3 months ended

30.6.2005



	Net profit/(loss) for the period (RM’000)

Weighted average number of ordinary shares in issue (‘000)

Basic earnings/(loss) per share (sen)
	1,458

194,590

0.75


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

30.6.2005

	Net profit/(loss) for the period (RM’000)
	             1,458

	After-tax effect of interest on ICPS (RM’000)
	-

	Adjusted net profit/(loss) for the period (RM’000)
	            1,458

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

	Effect of dilution:

   Irredeemable convertible preference shares (‘000)
	34,138

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	228,728

	
	

	Diluted earnings/(loss) per share (sen)
	0.64


28
Authorisation for issue

The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 25 August 2005.
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