SUCCESS TRANSFORMER CORPORATION BERHAD

(Company No: 636939-W)

Notes on the quarterly report – 31 March 2005



PART A: EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING STANDARD 134    

          (“FRS 134”)

A1. Basis of preparation 

The condensed interim financial statements are unaudited and have been prepared in accordance with FRS134 (Interim Financial Reporting) (formerly known as MASB 26) and Paragraph 9.22 and Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad ("Bursa Securities"). 

The condensed interim financial statements for the first quarter ended 31 March 2005 is the first set of first quarterly consolidated results announced by Success Transformer Corporation Berhad (“STC” or the “Company”), hence, no preceding year corresponding quarter or corresponding period’s results are available for comparison.


The condensed interim financial statement should be read in conjunction with the audited financial statements of STC for the financial period ended 31 December 2004. 

The explanatory notes attached to the condensed 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 STC and its subsidiary companies (“Group”).

The accounting policies and methods of computation adopted by STC in these condensed interim financial statements are consistent with those adopted in the audited financial statements of STC for the financial period ended 31 December 2004.
A2. Qualification of Annual Financial Statements

The latest audited financial statements of STC for the financial period ended 31 December 2004 were not qualified.
A3. Seasonal and cyclical factors

The Group’s business operation results were not materially affected by any major seasonal or cyclical factors.
A4. Unusual nature and amounts of items affecting assets, liabilities, equity, net income or cash flows

There were no items of unusual nature and amounts affecting assets, liabilities, equity, net income or cash flows during the current quarter under review.
A5. Material changes in estimates

There were no material changes in estimates of amounts reported in prior interim period and in prior financial years that will have a material effect in the current quarter under review.
A6. Issuances and repayment of debt and equity securities


There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities in the current quarter under review.
A7. Dividend Declared or Paid


There was no dividend declared or paid by the Company during the current quarter under review. 

A8.
Segment information

The Group is principally engaged in the manufacturing and trading of electrical industrial equipment. Business segmental information has therefore not been prepared as the Group’s revenue, operating profit, assets employed, liabilities, capital expenditure, depreciation and non cash expenses are mainly confined to one business segment and located in Malaysia.

Major segments by geographical location of customers for the first quarter ended 31 March 2005 are as follows:


















	
	Domestic
	Overseas
	Total

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Revenue from external customers
	     11,986
	   4,094
	  16,080

	
	
	
	

	Net Profit for the period
	         -
	        -
	     2,071


No segmental analysis on the results is prepared as it is not feasible to allocate operating expenses as the basis for making these allocations is arbitrary.















             

A9.
Valuation of property, plant and equipment

The Group did not revalue any of its property, plant and equipment for the current quarter and the valuation of property, plant and equipment have been brought forward without amendment from the audited financial statements of STC for the financial period ended 31 December 2004.


	
	
	

	


	


	

	

	

	


	
	
	


	
	
	

	


	


	




	



	




	


	
	
	


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

There were no material events subsequent to the end of the current quarter under review. 
A11.
C
hanges in the composition of the Group



	
	

	
	

	
	

	
	

	
	

	
	

	
	


There were no changes in the composition of the Group during the current quarter under review.
A12.
Changes in contingent liabilities
As at the date of this announcement, there were no material contingent liabilities incurred by the Group which, upon becoming enforceable, may have a material impact on the financial position of the Group. 

      A13.
Condition imposed by the Securities Commission (“SC”) 




(i)
The Group’s landed properties
On 29 September 2004, the Company had submitted the building plans for the properties (bearing P.T. Nos.19964, 19965 and 19957) which have been fitted with steel platforms to the Jabatan Kawalan Bangunan of Majlis Perbandaran Petaling Jaya for approval. The Company is to obtain the approved building plans for unapproved structures within one (1) year of SC’s approval letter dated 13 September 2004. As at the date of this announcement, the application is still pending approval from the relevant authorities.

(ii) The utilisation of the proceeds from the rights issue of 6,507,488 STC shares at an issue price of RM0.74 per STC share

A total of RM4.8 million has been received by STC pursuant to the rights issue implemented by STC.  This gross proceeds has been utilised in the following manner:-

	
	Total Proceeds

RM’000
	Utilisation until 22 April 2005
RM’000
	Balance

RM’000

	Purchase of plant & machinery

Listing expenses
	3,316

1,500
	155

1,528
	3,161

(28)

	Total 
	4,816
	1,683
	3,133


PART B: 
ADDITIONAL INFORMATION REQUIRED BY THE LISTING REQUIREMENTS OF BURSA SECURITIES 

B1.
Review of performance 

The Group achieved revenue of RM16.1 million and profit before tax of RM 2.75 million for the current financial quarter under review. There were no material factors affecting the earnings and/or revenue of the Company and the Group for the current quarter and financial year-to-date.



B2.
Variation of results against preceding quarter 
The Group’s profit before tax increased by approximately 41% from RM 1.95 million in the preceding quarter (audited results) to RM 2.75 million in this quarter (unaudited results). The increase is mainly due to improved turnover and the preceding quarter’s audited results only incorporated two months results of the Group from 1 November 2004 to 31 December 2004 as the Group came into existence on 21 October 2004 with the completion of the acquisition of 100% equity interest in Success Transformer Manufacturer Sdn. Bhd (“STM”). 
B3.

Current year prospects 
Barring any unforeseen circumstances, the Board of Directors of STC opine that the Group will achieve its forecasted financial results for the financial year ending 31 December 2005 (as set out in STC’s prospectus dated 28 December 2004).

B4.
Variance of actual and forecast profit 

The analysis of the variance between actual results and profit forecast will only be applicable when the Group announces the results for the final quarter of the financial year ending 31 December 2005.





B5.
Tax expense

 

   
[image: image2.emf]Current Quarter Financial Year-To-Date

Ended 31/3/2005 Ended 31/3/2005

RM'000 RM'000

Income tax 655                          655                                 

Deferred tax (4)                             (4)                                    

Total 651                          651                                 


The effective tax rates for the current quarter and financial year-to-date were lower than the statutory income tax rate of 28% mainly due to the utilisation of reinvestment allowances by certain subsidiary companies of the Group. 
B6.
Unquoted investments and/or properties 

The Group has not disposed of any unquoted investments and/or properties during the current quarter and the financial year-to-date.
On the other hand, a sale and purchase agreement dated 29 March 2005 was entered into between Omega Metal Industries Sdn Bhd (“OMI”), a 65% owned subsidiary of STM, and Boey Ah Kaw @ Boey Teck Choy and Choo Cheng Im for the purchase of the leasehold land held under H.S. (M) 7545 (P.T. No. 19972), Mukim Sungai Buloh, Daerah Petaling, Negeri Selangor together with a building erected thereon with its postal address known as No. 21, Jalan TSB 6, Taman Industri Sungai Buloh, 47000 Sungai Buloh, Selangor Darul Ehsan by OMI for a cash consideration of RM400,000.00. The said property is currently rent by the OMI for its production activities. The purchase of the said property from the existing owner will ensure smooth running of the production activities of OMI.
B7.
Quoted and marketable investments 

There were no investments made or sold in quoted and marketable securities during the current quarter and the financial year-to-date.

B8.
Status of corporate proposal 

There were no corporate proposals announced but not completed as at the date of this announcement.
The status of utilisation of the proceeds from the rights issue of 6,507,488 STC shares at an issue price of RM0.74 per STC share is disclosed in Note A13, item (ii). 
B9.
Group borrowings 

The Group’s borrowings as at the end of the reporting quarter are as follows:


[image: image3.emf]Payable within Payable after

12 months 12 months

(Secured) (Secured)

RM'000 RM'000

Bank Borrowings 141               610              

Hire purchase creditors 235               184              

Total Borrowing 376               794              


All the borrowings are denominated in Ringgit Malaysia.

B10.
Off balance sheet financial instrument 

There are no off balance sheet financial instruments as at the date of this report that might materially affect the Group’s business position.
B11.
Changes in material litigation 

Save as disclosed below, the Group is not engaged in any material litigation or arbitration, either as plaintiff or defendant, which has a material effect on the financial position of the Group, and the Board is not aware of any proceedings pending or threatened, or of any fact likely to give rise to any proceedings, which might materially and adversely affect the position or business of the Group:- 
Pursuant to the suit filed by Lewden Electric (M) Sdn.Bhd. (‘Lewden’) ( Receivers and Managers appointed) against Cheong Kok Kien, Cheong Kok Meng, Cheong Kok Lam and Chen Khai Voon (‘CKV’) vide Kuala Lumpur High Court Suit No.D8-22-166-2004 and the counterclaim filed by CKV against Lewden and STM, a wholly owned subsidiary of STC, the Board of Directors of STC had on 24 March 2005 announced that CKV’s solicitors have discontinued his counterclaim against STM with no order as to costs on 22 March 2005 and STM has accordingly, withdrawn its appeal to strike out CKV’s counterclaim with no order as to costs. As such, as from the said date, STM is no longer involved in the aforesaid suit.
B12.
Dividend 

No dividend has been declared or paid by the Company during the current quarter under review. 


(a) 





B13.
Earnings per share 


(a)
Basic


The basic earning per share for the current quarter and cumulative financial year to-date are computed as follow:-









Current 

Current Year




         1ST Quarter

    To-Date
                       


 Ended

      Ended

      


     
   31 March 05                    31 March 05
        




Profit after tax & minority interest (RM’000)
  2,071


      2,071


         


Number of ordinary shares


 80,000

     80,000

RM0.50 each in STC in issue (‘000)
                 


           


Basic earning per share (sen)
                      
     2.59
                     2.59





Basic earnings per share

The basic earnings per share of the Group is calculated by dividing the net profit for the period by the number of ordinary shares in issue during the period.

(b)
Diluted

No diluted earnings per share is calculated as there is no potential dilutive ordinary shares.
By order of the Board

Tan Ah Bah @ Tan Ah Ping


Managing Director


24th May 2005
�Pls include segmental information for current quarter (post acquisition) and financial-year-to-date (post acquisition).


�Pls include segmental information for current quarter (post acquisition) & financial year-to-date (post acquisition).


�Pls include segmental information for current quarter (post acquisition) & financial year-to-date (post acquisition).


�MASB 26 states the effect of changes in the composition of the enterprise during the interim period.  Had announced in the 3rd quarter result, should include again?


�Suggest to write the prospects of STC for year 2005, e.g. launching of new products or expectations of performance for yr 2005?


�Pls also include the tax charge for the current quarte


Also agree the figure to Income Statement.
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								Current Quarter		Financial Year-To-Date

								Ended 31/3/2005		Ended 31/3/2005

								RM'000		RM'000

				Income tax				655		655

				Deferred tax				(4)		(4)

				Total				651		651
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										Payable within				Payable after

										12 months				12 months

										(Secured)				(Secured)

										RM'000				RM'000

		Bank Borrowings								141				610

		Hire purchase creditors								235				184

		Total Borrowing								376				794
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						Actual *		Estimate **

						Consolidated		Consolidated

						Results		Results

						2004		2004		Variance

						RM'000		RM'000		RM'000		%

				Consolidated profit before tax ("PBT")		1,612		1,648		(36)		-2%

				Minority Interest ("MI")		(26)		(19)		(7)		37%

				Consolidated PBT after MI		1,586		1,629		(43)		-3%

				Taxation		(271)		(408)		137		-34%

				Consolidated profit after tax and MI		1,315		1,221		94		8%

		Notes:

		*		Prepared in the formate used in the prospectus of STC dated 28 December 2004

		**		As set out in the prospectus of STC dated 28 December 2004






