STS TECNIC BERHAD                                                         

(Company no: 302675-A)


Condensed Consolidated Income Statements for the quarter ended 31 March 2005

(The figures have not been audited)

	
	Individual Quarter
	
	Cumulative Quarter



	
	Current

year

Quarter 

31/3/05
	
	Preceding

year

corresponding

quarter

31/3/04
	
	Current

year

to date 

31/3/05
	
	Preceding

year

corresponding

period

31/3/04

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

	Revenue
	27,676
	
	16,705
	
	27,676
	
	16,705

	Cost of sales
	        (22,940)
	
	        (14,701)
	
	     (22,940)
	
	     (14,701)

	
	
	
	
	
	
	
	

	Gross profit
	            4,736
	
	            2,004
	
	         4,736
	
	          2,004

	Other operating income 
	                163
	
	                 10
	
	            163
	
	               10

	Operating expenses
	          (3,518)
	
	          (3,096)
	
	        (3,518)
	
	          (3,096)

	
	
	
	
	
	
	
	

	Profit/(loss) from operations
	           1,381
	
	           (1,082)
	
	         1,381
	
	        (1,082)

	Finance costs
	             (594)
	
	             (609)
	
	           (594)
	
	           (609)

	
	
	
	
	
	
	
	

	Profit / (loss) before taxation
	             787
	
	           (1,691)
	
	           787
	
	         (1,691)

	Taxation
	               (25)
	
	                  -
	
	             (25)
	 
	                  -

	
	
	
	
	
	
	
	

	Profit/(loss) after taxation 
	               762       
	
	           (1,691)
	
	           762       
	
	        (1,691)

	Minority interest
	               (10)
	
	                 (7)
	
	           (10)
	
	               (7)

	
	
	
	
	
	
	
	

	Profit/(loss) for the period
	                752
	
	            (1,698)
	
	           752
	
	        (1,698)

	
	
	
	
	
	
	
	

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

	Basic 
	3.4
	
	(7.8)
	
	            3.4
	
	            (7.8)

	Diluted
	                 3.2
	
	                 N/A
	
	           3.2
	
	              N/A


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

  Financial Report for the year ended 31 December 2004)
Condensed Consolidated Balance Sheets
	
	
	Unaudited 

as at
	
	Audited

as at

	
	
	31.3.2005
	
	31.12.2004

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	Property, plant and equipment
	
	43,513
	
	44,730

	Long term investments
	
	208
	
	208

	
	
	43,721
	
	44,938

	Current Assets
	
	
	
	

	   Inventories
	
	10,087
	
	10,476

	   Receivables, deposits and prepayments
	
	29,294
	
	28,282

	   Deposits, bank and cash balances
	
	2,133
	
	1,656

	
	
	41,514
	
	40,414

	
	
	
	
	

	Current Liabilities
	
	
	
	

	  Payables
	
	18,618
	
	18,947

	  Borrowings -bank overdrafts
	
	10,181
	
	10,399

	                     - others
	
	26,300
	
	26,206

	Current tax liabilities
	
	18
	
	18

	
	
	55,117
	
	           55,570

	
	
	
	
	

	Net Current Liabilities
	
	     (13,603)
	
	           (15,156)

	
	
	
	
	

	Non current liabilities
	
	
	
	

	   Deferred tax liabilities
	
	              1,305
	
	               1,305

	   Borrowings 
	
	              3,047
	
	               3,473

	
	
	(4,352)
	
	             (4,778)

	
	
	            25,766
	
	25,004

	
	
	
	
	

	
	
	
	
	

	Shareholders’ fund
	
	
	
	

	   Share capital
	
	21,915
	
	21,915

	   Reserves
	
	3,689
	
	2,937

	
	
	25,604
	
	24,852

	
	
	
	
	

	Minority interest
	
	162
	
	152

	
	
	25,766
	
	25,004

	
	
	
	
	

	Net tangible assets per share (RM)
	
	1.17
	
	1.14


(The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

Condensed Consolidated Cash Flow Statements for the quarter ended 31 March 2005
	
	
	2005
	
	2004

	
	
	3 months ended
	
	3 months ended

	
	
	31 March
	
	31 March

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	Profit / (Loss) before taxation
	
	                      752
	
	                  (1,698)

	Adjustments for:-
	
	
	
	

	Depreciation
	
	                   1,521
	
	                   1,722

	Interest expense
	
	                      594
	
	                      609

	Minority interest
	
	                         10
	
	                         7

	Gain on disposal of property, plant and equipment
	
	                       -
	
	                       10

	Others
	
	                       33
	
	                       -

	
	
	                   2,158
	
	                   2,348

	   
	
	
	
	

	Profit before working capital changes 
	
	                  2,910
	
	                       650

	
	
	
	
	

	Changes in working capital
	
	
	
	

	Inventories
	
	                     389
	
	                     451

	Debtors
	
	                  (1,011)
	
	                     (746)

	Creditors
	
	                     (329)
	
	                     995

	
	
	                        (951)
	
	                        700

	Cash flows generated from operating activities
	
	                  1,959
	
	                  1,350

	
	
	
	
	

	Tax paid
	
	                      (25)
	
	                       -

	Interest paid
	
	                     (594)
	
	                    (609)

	
	
	
	
	

	Net cash generated from operating activities
	
	                   1,340
	
	                    741

	
	
	
	
	

	Investing activities
	
	
	
	

	
	
	
	
	

	Proceeds from disposal of property, plant and equipment
	
	                      -
	
	                      12

	Purchase of property, plant and equipment
	
	                      (90)
	
	                  (1,057)

	Interest received
	
	                         -
	
	                         -

	Net cash used in investing activities
	
	                      (90)
	
	                  (1,045)

	
	
	
	
	

	Financing activities
	
	
	
	

	
	
	
	
	

	Repayment of term loans
	
	                     (337)
	
	                     (333)

	Repayment of hire purchase creditors
	
	                     (318)
	
	                     (292)

	Repayments/receipts of short term borrowings
	
	                     101
	
	                     383

	Proceeds from issue of shares
	
	                         -
	
	                         -

	Net cash used in financing activities
	
	                     (554)
	
	                     (242)

	
	
	
	
	

	Net change in cash and cash equivalents
	
	                    696
	
	                    (546)

	
	
	
	
	

	Cash and cash equivalents at beginning of financial period
	
	                  (8,743)
	
	                  (8,237)

	
	
	
	
	

	Cash and cash equivalents at end of the financial period
	
	                  (8,047)
	
	                  (8,783)

	
	
	
	
	


(The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)
Condensed Consolidated Statements of Changes in Equity for the quarter ended 

31 March 2005
	
	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 2005
	21,915
	4,939
	2,059
	(6,369)
	          2,308
	      24,852

	
	
	
	
	
	
	

	Net Profit for the period
	        -
	             -
	                    -
	                -
	             752
	           752

	
	
	
	
	
	
	

	Balance as at 31 March 2005
	21,915
	     4,939
	2,059
	(6,369)
	         3,060
	       25,604

	
	
	
	
	
	
	

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

	
	
	
	
	
	
	

	Net loss for the period
	-
	-
	-
	-
	         (1,698)
	        (1,698)

	
	
	
	
	
	
	

	Balance as at 31 March 2004
	21,902
	       4,939
	2,059
	(6,369)
	         6,964
	       29,495


(The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004)

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 Listing 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 2004 

2. Declaration of audit qualification

The annual audit report of the financial statements for the year ended 31 December 2004 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
	        18,838
	    6,458
	2,380
	           -
	               -
	        27,676

	Internal Sales
	                 -
	       328
	-
	           -
	(328)
	                 -

	Total Revenue
	        18,838
	    6,786
	2,380
	           -
	(328)
	        27,676

	
	
	
	
	
	
	

	Segment result
	        1,055
	         428
	73
	(278)
	           103
	         1,381

	Financing cost
	
	
	
	
	               
	            (594)

	Loss before tax
	
	
	
	
	
	            787

	
	
	
	
	
	
	

	Other Information
	
	
	
	
	
	

	Segment Assets
	58,974
	19,070
	7,073
	22
	(435)
	84,704

	Unallocated Assets
	210
	249
	72
	-
	-
	531

	Total assets
	
	
	
	
	
	85,235

	
	
	
	
	
	
	

	Segment Liabilities
	44,394
	10,103
	1,656
	493
	1,499
	58,145

	Unallocated Liabilities
	-
	1,190
	134
	-
	-
	1,324

	Total liabilities
	
	
	
	
	
	59,469


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 31 March 2005 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 profit before income tax of RM0.79 million and a revenue of RM27.68 million in the current quarter as compared with a loss before income tax of RM1.70 million and revenue of RM16.71 million recorded in the preceding quarter. The much improved performance was mainly due to the increase in revenue by approximately 66% and also increase in new products sales with improved gross margin.

14. Quarterly results comparison

The Group recorded a revenue of RM27.68 million and a profit before income tax of RM0.79 million for the current quarter as compared with revenue of RM26.87 million and RM1.94 million loss recorded in the immediate preceding quarter. The loss for preceding quarter was mainly due to the provision for doubtful debts amounting to RM1.76 million. The increase in revenue by approximately 3% was mainly due to the increase in orders by customers.

15. Prospects for the current year

Barring unforeseen circumstances, the Board expects the Group to perform satisfactorily for the financial year ending 31 December 2005.

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
	25
	25

	Deferred Tax
	-
	-

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

	
	25
	25

	Under provision in prior year
	-
	-

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

	
	25
	25

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


Notes to the interim financial reports (cont’d)
The reconciliation of tax expenses and accounting profit for the quarter ended 31.3.2005 is as follow:

	
	
	RM’000

	Accounting loss before tax
	
	  752

	
	
	======

	
	
	

	Tax at the applicable tax rate of 28%
	
	      211

	Expenses not deductible for tax purposes
	
	      431

	Deferred tax benefits not recognized
	
	       77

	Income not subject to tax
	
	     (694)

	
	
	----------

	Tax expense for the quarter
	
	        25

	
	
	======


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. 

On 14 March 2005, on behalf on the Board of Directors of STS, K & N Kenanga Bhd (“Kenanga”) announced that the Company decided to abort the Proposed rights issue and proposed to implement the followings (“Proposals”):

i) A bonus issue of up to a maximum of 4,758,800 new shares in STS on the basis of one (1) new Share for every five (5) existing Shares held in STS on entitlement date to be determined (“Proposed Bonus Issue”),

ii) A private placement of 4,000,000 new Shares in STS to public investors to be identified (“Proposed Placement”); and 

iii) A special issue of up to 10,905,000 new Shares in STS to Bumiputera investors to be identified (“Proposed Special Issue”).

The utilisation of proceeds to be raised from the Proposed Placement and Proposed Special Rights are set out as follows:-

	
	
	RM’000

	
	
	

	Repayment of bank borrowings
	
	14,405

	Estimated Expenses
	
	     500

	
	
	---------

	
	
	14,905

	
	
	======


None of the proceeds will be utilised for working capital purposes.

Notes to the interim financial reports (cont’d)
Bursa Securities Berhad, vide its letter dated 8 April 2005, approved in-principle the listing and quotation of up to 4,758,800 new ordinary shares of RM1.00 each to be issued pursuant to the Proposed Bonus Issue. 

On 30 March 2005 and 25 April 2005, Kenanga, on behalf of STS, announced that the Company submitted an application to seek Bursa Securities’ approval for extension of time to comply with the Minimum Capital Requirement of RM 40.0 million. On 28 April 2005, Bursa Securities via its letter dated 27 April 2005, granted an extension of time:-

a) until all the relevant authorities’ decision in respect of the Proposed Bonus Issue, Proposed Placement and Proposed Special Issue have been obtained by STS; and

b) in the event the approvals of the relevant authorities are obtained, the Proposals are to be implemented within the time frames or extended time frames stipulated by the relevant authorities. 

On 11 May 2005, on behalf on the Board, Kenanga announced that the Securities Commission and Foreign Investment Committee had approved the Proposed Placement and Proposed Special Issue. The Proposals are pending the approval of the Company’s shareholders at an Extraordinary General Meeting to be convened. 

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

21. Group borrowings

Total Group borrowings as at 31 March 2005: -

	        
	
	RM’000

	
	
	

	Short-term – secured
	
	36,481

	Long-term – secured
	
	3,047

	
	
	-----------

	
	
	39,528

	
	
	=======


             There were no borrowings in foreign currency.    

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

31.3.2005
	Preceding year corresponding quarter

31.3.2004
	
	Current year to date 31.3.2005
	Preceding year corresponding period 31.3.2004

	Profit/(loss) for the period (RM’000)
	          752
	             (1,698)
	
	           752
	            (1,698)


Notes to the interim financial reports (cont’d)
	a) Basic earning/(loss) per share (sen)


	Issued ordinary shares at the beginning of the period
	21,915,000
	21,902,000
	
	21,915,000
	21,902,000

	Effect of shares issued
	-
	-
	
	-
	-

	Weighted average no. of ordinary shares
	21,915,000
	21,902,000
	
	21,915,000
	21,902,000


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


	Weighted average no. of ordinary shares
	21,915,000
	21,902,000
	
	21,915,000
	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)
	23,807,000
	23,794,000
	
	23,807,000
	23,794,000


No dilution in loss per share for preceding quarter 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

26 May 2005
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