STS TECNIC BERHAD                                                                    

(Company no: 302675-A)


Condensed Consolidated Income Statements for the quarter ended 30 September 2004

(The figures have not been audited)

	
	Individual Quarter
	
	Cumulative Quarter



	
	Current

year

Quarter 

30/9/04
	
	Preceding

year

corresponding

quarter

30/9/03
	
	Current

year

to date 

30/9/04
	
	Preceding

year

corresponding

period

30/9/03

	
	RM '000
	
	RM '000
	
	RM '000
	
	RM '000

	Revenue
	21,328
	
	20,462
	
	56,591
	
	54,805

	Cost of sales
	        (18,234)
	
	         (16,859)
	
	     (49,343)
	
	        (45,097)

	
	
	
	
	
	
	
	

	Gross profit
	            3,094
	
	            3,603
	
	          7,248
	
	            9,708

	Other operating income
	               184
	
	               122
	
	             251
	
	                427

	Operating expenses
	          (3,137)
	
	           (3,144)
	
	      (9,898)
	
	           (9,155)

	
	
	
	
	
	
	
	

	Profit/(loss) from operations
	             141
	
	               581
	
	        (2,399)
	
	               980

	Finance costs
	             (613)
	
	              (644)
	
	        (1,826)
	
	           (1,972)

	
	
	
	
	
	
	
	

	Loss before taxation
	             (472)
	
	                (63)
	
	       (4,225)
	
	              (992)

	Taxation
	                (19)
	
	                 (25)
	
	            (19)
	 
	                (86)

	
	
	
	
	
	
	
	

	Loss after taxation 
	               (491)
	
	                (88)
	
	        (4,244)
	
	           (1,078)

	Minority interest
	               (10)
	
	                  (2)
	
	             (30)
	
	               (18)

	
	
	
	
	
	
	
	

	Loss for the period
	               (501)
	
	                (90)
	
	        (4,274)
	
	           (1,096)

	
	
	
	
	
	
	
	

	Earning/(Loss) per share (sen):-
	
	
	
	
	
	
	

	Basic 
	(2.3)
	
	(0.4)
	
	          (19.5)
	
	             (5.0)

	Diluted
	                 N/A
	
	                N/A
	
	              N/A
	
	              N/A


(The Condensed Consolidated Income Statements should be read in conjunction with the Annual    

  Financial Report for the year ended 31 December 2003)
Condensed Consolidated Balance Sheets
	
	
	Unaudited 

as at
	
	Audited

as at

	
	
	30.9.2004
	
	31.12.2003

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	Property, plant and equipment
	
	45,044
	
	46,345

	Long term investments
	
	208
	
	208

	
	
	45,252
	
	46,553

	Current Assets
	
	
	
	

	   Inventories
	
	10,723
	
	12,331

	   Receivables, deposits and prepayments
	
	25,449
	
	25,686

	   Deposits, bank and cash balances
	
	1,316
	
	1,053

	
	
	37,488
	
	39,070

	
	
	
	
	

	Current Liabilities
	
	
	
	

	   Payables
	
	14,260
	
	12,451

	  Borrowings -bank overdrafts
	
	10,770
	
	9,290

	                     - others
	
	25,728
	
	26,353

	Current tax liabilities
	
	5
	
	5

	
	
	50,763
	
	            48,099

	
	
	
	
	

	Net Current Liabilities
	
	         (13,275)
	
	             (9,029)

	
	
	
	
	

	Non current liabilities
	
	
	
	

	   Deferred tax liabilities
	
	              1,265
	
	           1,265

	   Borrowings 
	
	              3,652
	
	            4,953

	
	
	              (4,917)
	
	           (6,218)

	
	
	            27,060
	
	31,306

	
	
	
	
	

	
	
	
	
	

	Shareholders’ fund
	
	
	
	

	   Share capital
	
	21,902
	
	21,902

	   Reserves
	
	5,017
	
	9,291

	
	
	26,919
	
	31,193

	
	
	
	
	

	Minority interest
	
	141
	
	113

	
	
	27,060
	
	31,306

	
	
	
	
	

	Net tangible assets per share (RM)
	
	1.23
	
	1.42


(The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003)

Condensed Consolidated Cash Flow Statements for the quarter ended 30 September 2004
	
	
	2004
	
	2003

	
	
	9 months ended
	
	9 months ended

	
	
	30 September
	
	30 September

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	Loss before taxation
	
	                  (4,274)
	
	                 (1,096)

	Adjustments for:-
	
	
	
	

	Depreciation
	
	                   5,048
	
	                 5,587

	Interest expense
	
	                   1,826
	
	                 1,972

	Minority interest
	
	                        30
	
	                      18

	Gain on disposal of property, plant and equipment
	
	                       (56)
	
	                    (135)

	Non-cash items
	
	                     670          
	
	                      86

	
	
	                   7,518
	
	                  7,528

	   
	
	
	
	

	Profit before working capital changes 
	
	                  3,244
	
	                  6,432

	
	
	
	
	

	Changes in working capital
	
	
	
	

	Inventories
	
	                     957
	
	                 (1,186)

	Debtors
	
	                     275
	
	                   (973)

	Creditors
	
	                  1,805
	
	                   3,153

	
	
	                      3,037
	
	                        994

	Cash flows generated from operating activities
	
	                  6,281
	
	                  7,426

	
	
	
	
	

	Tax paid
	
	                      (19)
	
	                      (86)

	Interest paid
	
	                 (1,826)
	
	                 (1,972)

	
	
	
	
	

	Net cash generated from operating activities
	
	                  4,436
	
	                 5,368

	
	
	
	
	

	Investing activities
	
	
	
	

	
	
	
	
	

	Proceeds from disposal of property, plant and equipment
	
	                       83
	
	                    441

	Purchase of property, plant and equipment
	
	                  (2,592)
	
	                (2,540)

	Net cash used in investing activities
	
	                  (2,509)
	
	                 (2,099)

	
	
	
	
	

	Financing activities
	
	
	
	

	
	
	
	
	

	Repayment of term loans
	
	                 (1,027)
	
	                   (930)

	Repayment of hire purchase creditors
	
	                 (1,677)
	
	                   (882)

	Repayments/receipts of short term borrowings
	
	                    (439)
	
	                         -

	Proceeds from disposal of investment
	
	
	
	                        2

	Proceeds from issue of shares
	
	                         -
	
	                       12

	Net cash used in financing activities
	
	                  (3,143)
	
	                 (1,798)

	
	
	
	
	

	Net change in cash and cash equivalents
	
	                  (1,216)
	
	                  1,471

	
	
	
	
	

	Cash and cash equivalents at beginning of financial period
	
	                  (8,237)
	
	               (11,236)

	
	
	
	
	

	Cash and cash equivalents at end of the financial period
	
	                (9,453)
	
	                 (9,765)

	
	
	
	
	


(The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003)
Condensed Consolidated Statements of Changes in Equity for the quarter ended 

30 September 2004
	
	Share capital
	Share premium
	Revaluation reserves
	Merger reserve
	Retained profits
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	

	Balance as at 1 January 2004
	21,902
	4,939
	2,059
	(6,369)
	        8,662
	      31,193

	
	
	
	
	
	
	

	Net Loss for the period
	        -
	             -
	                    -
	                -
	        (4,274)
	       (4,274)

	
	
	
	
	
	
	

	Balance as at 30 September 2004
	21,902
	     4,939
	2,059
	(6,369)
	         4,388
	       26,919

	
	
	
	
	
	
	

	Balance as at 1 January 2003
	21,890
	         4,939
	2,815
	       (6,369)
	           7,751
	        31,026

	
	
	
	
	
	
	

	Exercise of ESOS
	12
	-
	-
	-
	-
	               12

	
	
	
	
	
	
	

	Net loss for the period
	-
	-
	-
	-
	         (1,096)
	        (1,096)

	
	
	
	
	
	
	

	Balance as at 30 September 2003
	21,902
	       4,939
	2,815
	(6,369)
	         6,655
	       29,942


(The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003)

Notes to the interim financial reports
1. Accounting polices

The interim financial report has been prepared in compliance with MASB 26, Interim Financial Report and Charter 9 part K of the Bursa Malaysia Requirements. The same accounting policies and methods of computation are followed in the interim financial statements as compared with the annual financial statements for the year ended 31 December 2003 

2. Declaration of audit qualification

The annual audit report of the financial statements for the year ended 31 December 2003 was not qualified.  

3. Seasonal or cyclical factors

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

4. Nature and amount of unusual items

There were no unusual items for the current interim period.

5. Nature and amount of changes in estimates

There were no significant changes in estimates of amounts which have a material effect in the current interim period.

6. Debt and equity securities

There were no issuances, cancellation, repurchases, resale and repayments of debts and equity securities.

7. Dividend 

There were no dividends paid during the current interim period. 

8. Segmental information

	
	<................................................Financial year- to- date........................................................>

	
	Plasticwares

RM’000
	Moulds

RM’000
	Chemicals

RM’000
	Others

RM’000
	Elimination

RM’000
	Consolidation

RM’000

	External Sales
	        36,821
	    13,490
	6,280
	           -
	               -
	        56,591

	Internal Sales
	                 -
	      1,470
	-
	           -
	(1,470)
	                 -

	Total Revenue
	        36,821
	    14,960
	6,280
	           -
	(909)
	        56,591

	
	
	
	
	
	
	

	Segment result
	        (2,908)
	         753
	(165)
	(38)
	             (41)
	         (2,399)

	Financing cost
	
	
	
	
	               
	         (1,826)

	Loss before tax
	
	
	
	
	
	         (4,225) 

	
	
	
	
	
	
	

	Other Information
	
	
	
	
	
	

	Segment Assets
	59,288
	16,752
	6,714
	9
	(548)
	82,215

	Unallocated Assets
	210
	255
	60
	-
	-
	525

	Total assets
	
	
	
	
	
	82,740

	
	
	
	
	
	
	

	Segment Liabilities
	43,663
	8,872
	1,764
	364
	(254)
	54,409

	Unallocated Liabilities
	-
	1,150
	176
	-
	(55)
	1,271

	Total liabilities
	
	
	
	
	
	55,680


Notes to the interim financial reports (cont’d)

9. Valuation of property, plant and equipment

The valuation of property plant and equipment have been brought forward and without amendment from the previous annual financial statements.

10. Subsequent events

There were no material events subsequent to 30 September 2004 at the date of this quarterly report.

11. Changes in the composition of the Group

There were no changes in the composition of the Group for the current interim period.

12. Changes in contingent liabilities 

There were no contingent liabilities for the Group for the current financial period to date. 

13. Review of performance

The Group registered a loss before income tax of RM4.23 million and a revenue of RM56.60 million in the current cumulative quarter as compared with a loss before income tax of RM0.99 million and revenue of RM54.81 million recorded in the preceding cumulative quarter. The higher loss was mainly due to the increase in raw material prices and written off for obsolete stock amounting to approximately RM0.65 million into the operating expenses. The increase in revenue by 3.3% was mainly due to the increase in orders by customers.

14. Quarterly results comparison

The Group recorded a revenue of RM21.33 million and a loss before income tax of RM0.47 million for the current quarter as compared with revenue of RM18.56 million and RM2.06 million loss recorded in the immediate preceding quarter. The improved performance was mainly due to the increase in revenue by 14.9%. The increase in revenue by 14.9% was mainly due to the increase in orders by customers and also the increase in selling prices. 

15. Prospects for the current year

Barring unforeseen circumstances, the Board does not expect significant changes in the Group’s performance for the remaining quarter. 

16. Variance of actual profit from the profit forecast and profit guarantee

Not applicable as no profit forecast was published.

17. Taxation

	
	Current Quarter
	Current year-to-date

	
	RM’000
	RM’000

	
	
	

	Income Tax
	19
	19

	Deferred Tax
	-
	

	
	-------------
	-----------

	
	19
	19

	Under provision in prior year
	-
	-

	
	-------------
	-----------

	
	19
	19

	
	========
	=======


Notes to the interim financial reports (cont’d)
The reconciliation of tax expenses and accounting profit for the quarter ended 30.9.2004 is as follow:

	
	
	RM’000

	Accounting loss before tax
	
	  (4,274)

	
	
	======

	Tax at the applicable tax rate of 28%
	
	  (1,197)

	Expenses not deductible for tax purposes
	
	   1,341

	Income not subject to tax
	
	(462)

	Deferred tax benefits not recognized
	
	     337

	
	
	----------

	Tax expense for the period
	
	       19

	
	
	======


18. Profit/(loss) on sale of unquoted investments and/or properties

	Current Quarter
	Current year-to-date

	RM’000
	RM’000

	-
	-


19. Purchase or disposal of unquoted securities

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

20. Status of corporate proposals

On 6 November 2000, on behalf of the Board of Directors of STS, Commerce International Merchant Bankers Berhad announced, amongst others, that the Company proposed to implement a rights issue of up to 21,890,000 new STS Shares on the basis of 1 new STS Share for every 1 existing STS Share. 

The submission which includes, inter-alia, the Proposed Rights Issue was made to the Securities Commission on 22 December 2000. Subsequently, on 23 November 2001 the Board announced that, in view of the prevailing volatile market conditions, the Board of Directors has decided to defer the Proposed Rights Issue until such time they deemed appropriate.   

Save as disclosed above, there were no other corporate proposals announced and have not completed as at the date of this quarterly report. 

The Board has been continuously attempting to identify suitable business opportunities that would contribute to the future growth of the Company and fulfil the Securities Commission’s minimum RM 40 million paid up share capital requirement but has not been successful to date. The Board is hopeful that a suitable opportunity will be identified soon. The Board is also aware that pursuant to new Paragraph 8.16A of Bursa Malaysia Securities Berhad, the Company has 6 months from 28 October 2004 or such extension of time has been granted by the Securities Commission to comply with the Minimum Capital Requirements.

21. Group borrowings

Total Group borrowings as at 30 September 2004: -

	        
	
	RM’000

	Short-term – secured
	
	36,498

	Long-term – secured
	
	3,652

	
	
	-----------

	
	
	40,150

	
	
	=======


             There were no borrowings in foreign currency.    

Notes to the interim financial reports (cont’d)

22. Off balance sheet financial instruments

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

23. Changes in material litigation

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

24. Dividend

The Board has not recommended any dividend for the current financial quarter. 

25. Earning/(Loss) per shares

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year

Quarter

30.9.2004
	Preceding year corresponding quarter

30.9.2003
	
	Current year to date 30.9.2004
	Preceding year corresponding period 30.9.2003

	Loss for the period (RM’000)
	          (501)
	                   (90)
	
	           (4,274)
	            (1,096)


	a) Basic earning/(loss) per share (sen)


	Issued ordinary shares at the beginning of the period
	21,902,000
	21,890,000
	
	21,902,000
	21,890,000

	Effect of shares issued
	-
	12,000
	
	-
	12,000

	Weighted average no. of ordinary shares
	21,902,000
	21,902,000
	
	21,902,000
	21,902,000


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


	Weighted average no. of ordinary shares
	21,902,000
	21,902,000
	
	21,902,000
	21,902,000

	Effect of shares options
	1,892,000
	1,892,000
	
	1,892,000
	1,892,000

	Weighted average no. of ordinary shares(diluted)
	23,794,000
	23,794,000
	
	23,794,000
	23,794,000


No dilution in loss per share as a result of the ESOS as the diluted loss per share is less than the basic loss per share.

By Order of the Board

Ho Meng Chan

Wu Siew Hong

Company Secretaries

Petaling Jaya

30 November 2004
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