STS TECNIC BERHAD (302675-A)
NOTES TO THE QUARTERLY REPORT

1. ACCOUNTING POLICIES

The quarterly financial statements have been prepared using the same accounting policies and methods of computation as compared with the most recent annual audited accounts for the year ended 31 December 2001.

2. EXCEPTIONAL ITEM

There was no exceptional item for the current quarter and financial year-to-date.  

3. EXTRAORDINARY ITEM

There was no extraordinary item for the current quarter and financial year-to-date.

4. TAXATION

No provision for taxation was made during the financial year-to-date. No deferred taxation and adjustment for under or over provision in respect of taxes in the prior years.

5. PROFIT/(LOSS) ON SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES

	Current Quarter
	Current year-to-date

	RM’000
	RM’000

	NIL
	NIL

	
	


6. PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There were no purchase or disposal of quoted securities for the current quarter and financial year-to-date.

7. CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the Group for the current quarter and financial year-to-date.

8. STATUS OF CORPORATE PROPOSALS

a) Commerce International Merchant Bankers Berhad ("CIMB") had on 6    November, 2000 made the announcement on behalf of the Company of the following proposals to be undertaken by the Company:-
(i) a private placement of up to 1,990,000 new ordinary shares of RM1.00 each ("Placement Shares"), representing up to 10% of the existing issued and paid-up share capital of STS to placees yet to be identified;

(ii) a rights issue of up to 21,890,000 new ordinary shares of RM1.00 each ("Rights Shares") on the basis of 1 Rights Share for every 1 existing ordinary share of RM1.00 each in STS ("STS Share(s)") held after the Proposed Private Placement;
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(iii) an employees' share option scheme for employees and Executive Directors of STS and its subsidiaries ("STS Group") who meet the criteria of eligibility for participation in the Proposed ESOS ("Eligible Employees"); and

(iv) an increase in the authorised share capital of STS from RM25,000,000 comprising 25,000,000 STS Shares to RM100,000,000 comprising 100,000,000 STS Shares ("Proposed Increase In Authorised Share Capital").             

The submission of the Proposed Private Placement, Proposed Rights Issue and Proposed ESOS to the SC was made on 22 December 2000.

STS has obtained conditional approval from SC on 19 November 2001 for the Proposed Private Placement and Proposed ESOS. STS has on 16 May 2002 announced that SC had approved the extension of time up to 30 June 2002 for the implementation of the Proposed Private Placement.     

On behalf of the Company, CIMB had also on 23 November 2001 announced that the Board of Directors of STS has decided to defer the Proposed Rights Issue until such time they deemed appropriate in view of the prevailing volatile market conditions. 

b) The Company had on 2 November 2001 announced its intention to seek a shareholders’ ratification/mandate for recurrent related party transactions of a revenue or trading nature at EGM to be convened by the Company before 31 January 2002.

c) On 26 November 2001, on behalf of the Board of Directors of STS, CIMB announced that STS proposed to amend the existing Memorandum and Articles of Association of the Company primarily to comply with the new Listing Requirements of KLSE and to include provisions for the Company to purchase its own shares.

d) On 20 December 2001, on behalf of the Board of Directors of STS, CIMB announced that the KLSE, via its letter dated 13 December 2001, approved an extension of time up to 31 May 2002 to enable STS to procure shareholders’ mandate for the recurrent related party transactions of a revenue and trading nature and amend its Articles and Association. 

e) On 19 February 2002, the Company announced that SC had approved an extension of time up to 30 September 2002 for the implementation of the Proposed ESOS.
Save as disclosed above, there were no corporate proposals announced but not completed as at the date of this quarterly report.
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9. DEBT AND EQUITY SECURITIES

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for current financial year-to-date.

10. GROUP BORROWINGS

Total Group borrowings as at 31 March 2002: -

	        
	
	RM’000

	
	
	

	Short-term – secured
	
	   31,622

	                  – unsecured
	
	6,450

	
	
	

	Long-term – secured
	
	6,348

	
	
	-----------

	
	
	44,420

	
	
	=======


           There were no borrowings in foreign currency.    

11. CONTINGENT LIABILITIES

Contingent liabilities of the Company as at 28th May 2002 (the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report) comprise corporate guarantees of RM44.1 million for banking and hire-purchase facilities granted to subsidiaries. 

12. OFF BALANCE SHEET RISK

There were no financial instruments with off balance sheet risk as at the date of this quarterly report.

13. MATERIAL LITIGATION

There were no material litigations as at the date of this quarterly report.

14. SEGMENTAL INFORMATION

No segmental analysis was prepared as the Group is primarily engaged in the manufacturing business in Malaysia.

15. QUARTERLY RESULTS COMPARISON

The Group recorded a revenue of RM13.01million and a loss before income tax, minority interests and extraordinary items of RM1.13 million for the current quarter as compared with revenue of RM17.79 million and RM0.58 million profit recorded in the preceding quarter ended 31 December 2001. 

The loss was mainly due to decline in revenue of 26.9% for the current quarter as compared with the preceding quarter.  
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16. REVIEW OF THE PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

The Group recorded a revenue of RM13.01 million and a loss before income tax, minority interests and extraordinary items of RM1.13 million in the current quarter as compared with revenue of RM14.75 million and RM0.696 million loss recorded in preceding year corresponding quarter. 

The declined performance was mainly due to decrease in revenue of 11.8% for the current quarter compared with the preceding year corresponding quarter. The decline in revenue was mainly due to lesser orders by customers as compared with preceding year corresponding quarter.

17. MATERIAL SUBSEQUENT EVENTS

On 5 April 2002, the Company disposed of its 65% equity interest in M/s Allied Pacific Motor (M) Sdn Bhd, which comprises of 65,000 ordinary shares of RM1 each, for a sale consideration of RM500,000. The disposal will give rise to a gain on disposal of approximately RM61,000 to the Group but a nil effect at Company’s level.

On 20 May 2002, the Company announced that its wholly-owned subsidiary, M/s Plastictecnic (m) Sdn Berhad had signed a Sale and Purchase Agreement with Madam Wong Keok Fong’s nominee, M/s Paradigm Precision Machining Sdn Bhd to dispose its long-term leasehold land and buildings, for a cash consideration of RM1,800,000.    

Save as disclosed, there were no other items, transactions and events of a material and unusual nature that have not been reflected in the financial statements in the interval between the end of the current quarter and the date of this report. 

18. SEASONAL OR CYCLICAL FACTORS

The business operations of the Group are not materially affected by any seasonal and cyclical factors.

19. PROSPECT FOR THE CURRENT YEAR

Barring unforeseen circumstances, the Board expects the Group to perform satisfactorily in Year 2002. 

20. VARIANCE OF ACTAUL PROFIT FROM THE FORECAST PROFIT AND PROFIT GUARANTEE

Not applicable.

21. DIVIDEND

The Board did not recommend the payment of interim dividend for the current financial period. 

By Order of the Board

Ho Meng Chan

Chan Sow Leng

Company Secretaries

Petaling Jaya

30 May 2002
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