STS TECNIC BERHAD                                                         

(Company no: 302675-A)


Condensed Consolidated Income Statements for the quarter ended 31 December 2006

(The figures have not been audited)

	
	Individual Quarter
	
	Cumulative Quarter



	
	Current

year

Quarter 

31/12/06
	
	Preceding

year

corresponding

quarter

31/12/05
	
	Current

year

to date 

31/12/06
	
	Preceding

year

corresponding

period

31/12/05

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

	
	(Unaudited)
	
	(Unaudited)
	
	(Unaudited)
	
	(Audited)

	Revenue
	     14,795
	
	23,314
	
	74,992
	
	101,742

	Cost of sales
	          (11,403)
	
	           (19,011)
	
	         (61,605)
	
	          (85,029)

	
	
	
	
	
	
	
	

	Gross profit
	              3,392
	
	               4,303
	
	          13,387
	
	            16,713

	Other operating income 
	              1,824
	
	                  92
	
	            2,760
	
	                 997

	Operating expenses
	            (1,974)
	
	             (2,785)
	
	          (9,795)
	
	         (12,880)

	
	
	
	
	
	
	
	

	Profit from operations
	             3,242
	
	             1,610
	
	           6,352
	
	            4,830

	Finance costs
	              (304)
	
	             (716)
	
	          (1,664)
	
	           (2,422)

	
	
	
	
	
	
	
	

	Profit before taxation
	              2,938
	
	                 894
	
	             4,688
	
	             2,408

	Taxation
	               (354)
	
	                  (48)
	
	              (453)
	 
	               (23)

	
	
	
	
	
	
	
	

	Profit for the year
	              2,584
	
	                 846
	
	          4,235
	
	              2,385

	
	
	
	
	
	
	
	

	Attributable to:
	
	
	
	
	
	
	

	Equity holders of the parent
	            2,601
	
	826
	
	          4,215
	
	2,335

	Minority Interest
	  (17)
	
	20
	
	20
	
	50

	
	2,584
	
	846
	
	4,235
	
	2,385

	
	
	
	
	
	
	
	

	Earning per share attributable to 
	
	
	
	
	
	
	

	equity holders of the parent (sen):
	
	
	
	
	
	
	

	Basic 
	8.58
	
	3.14
	
	            13.91 
	
	               8.88

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


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

  financial statements for the year ended 31 December 2005)
Condensed Consolidated Balance Sheets
	
	
	Unaudited 

as at
	
	Audited

as at

	
	
	31.12.2006
	
	31.12.2005

	
	
	RM'000
	
	RM'000

	
	
	
	
	

	Property, plant and equipment
	
	32.769
	
	38,261

	Investment properties
	
	                       -    
	
	2,157

	Long term investments
	
	112
	
	129

	
	
	32,881
	
	40,547

	Current Assets
	
	
	
	

	   Inventories
	
	4,777
	
	7,811

	   Receivables, deposits and prepayments
	
	22,931
	
	30,636

	   Deposits, bank and cash balances
	
	4,454
	
	3,836

	
	
	32,162
	
	42,283

	
	
	
	
	

	Current Liabilities
	
	
	
	

	  Payables
	
	10,868
	
	18,429

	  Borrowings -bank overdrafts
	
	5,218
	
	8,774

	                     - others
	
	11,762
	
	25,420

	Current tax liabilities
	
	87
	
	68

	
	
	27,935
	
	           52,691

	
	
	
	
	

	Net Current Assets/(Liabilities)
	
	     4,227
	
	           (10,408)

	
	
	
	
	

	Non current liabilities
	
	
	
	

	   Deferred tax liabilities
	
	                1,293
	
	               1,131

	   Borrowings 
	
	                1,214
	
	               1,850

	
	
	(2,507)
	
	             (2,981)

	
	
	            34,601
	
	27,158

	
	
	
	
	

	
	
	
	
	

	Shareholders’ fund
	
	
	
	

	   Share capital
	
	30,298
	
	26,298

	   Reserves
	
	4,081
	
	658

	
	
	34,379
	
	26,956

	
	
	
	
	

	Minority interest
	
	222
	
	202

	
	
	34,601
	
	27,158

	
	
	
	
	

	Net assets per share (RM)
	
	1.13
	
	1.03


(The Condensed Consolidated Balance Sheets should be read in conjunction with the audited financial statements for the year ended 31 December 2005)

Condensed Consolidated Cash Flow Statements for the quarter ended 31 December 2006
	
	
	2006
	
	2005

	
	
	12 months ended
	
	12 months ended 

	
	
	31 December
	
	31 December

	
	
	RM'000
	
	RM'000

	
	
	(Unaudited)
	
	(Audited)

	
	
	
	
	

	Net Profit for the year
	
	                    4,215
	
	                    2,335

	Adjustments for:-
	
	
	
	

	Depreciation
	
	                    4,848
	
	                    6,319

	Interest expense
	
	                    1,664          
	
	                    2,422

	Interest income
	
	                      (53)
	
	                       (40)

	Minority interest
	
	                         20
	
	                         50

	Gain on disposal of property, plant and equipment
	
	                  (2,262)          
	
	                     (364)

	Others
	
	                    660
	
	                       467

	
	
	                    4,877
	
	                    8,854

	   
	
	
	
	

	Profit before working capital changes 
	
	                    9,092
	
	                  11,189

	
	
	
	
	

	Changes in working capital
	
	
	
	

	Inventories
	
	                    2,309
	
	                   2,665

	Debtors
	
	                 (1,617)
	
	                  (2,412)

	Creditors
	
	                    2,713               
	
	                     (519)

	
	
	                        3,405          
	
	                         (266)

	Cash flows generated from operating activities
	
	                  12,497            
	
	                  10,923

	
	
	
	
	

	Tax paid
	
	                       (62)
	
	                     (133)

	Interest paid
	
	                  (1,664)
	
	                  (2,422)

	
	
	
	
	

	Net cash generated from operating activities
	
	                  10,771
	
	                    8,368

	
	
	
	
	

	Investing activities
	
	
	
	

	
	
	
	
	

	Proceeds from disposal of property, plant and equipment
	
	                    5,654
	
	                       551

	Purchase of property, plant and equipment
	
	                  (3,000)
	
	                  (1,916)

	     Interest received
	
	                         53
	
	                       40

	Net cash generated from/(used in) investing activities
	
	                  2,707
	
	                  (1,325)

	
	
	
	
	

	Financing activities
	
	
	
	

	
	
	
	
	

	Repayment of term loans
	
	                  (1,998)
	
	                  (1,410)

	Receipts/(Repayment) of hire purchase creditors
	
	                       68
	
	                  (1,108)

	      Repayments of short term borrowings
	
	                (11,892)            
	   
	                     (490)

	Proceeds form issue of shares
	
	                    4,000
	
	                         -

	     Proceeds from disposal of investment
	
	                       651
	
	                     -

	     Corporate exercise expenses paid
	
	                     (133)
	
	                     (230)

	Net cash used in financing activities
	
	                  (9,304)
	
	                  (3,238)           

	
	
	
	
	

	Net change in cash and cash equivalents
	
	                    4,174
	
	                    3,805

	
	
	
	
	

	Cash and cash equivalents at beginning of financial year
	
	                  (4,938)
	
	                  (8,743)

	
	
	
	
	

	Cash and cash equivalents at end of the financial year
	
	                     (764)
	
	                  (4,938)

	
	
	
	
	


(The Condensed Consolidated Cash Flow Statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005)
Condensed Consolidated Statements of Changes in Equity for the quarter ended 

31 December 2006
	
	Share capital
	Share premium
	Revaluation reserves
	Merger reserve
	Retained profits
	Minority Interest
	Total equity

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

	
	
	
	
	
	
	
	

	Balance as at 1 January 2006
	26,298
	327
	2,059
	(6,370)
	           4,642
	202
	       27,158

	Private Placement
	4,000
	-
	                   -                     
	-
	             -   
	        -
	       4,000     

	Corporate exercise expenses
	-
	(133)
	-
	-
	-
	-
	(133)

	Reversal of merger debit
	-
	-
	-
	273
	-
	-
	273

	Reversal of post acquisition profit
	-
	-
	-
	-
	           (932)
	-
	(932)

	Reversal of unutilised revaluation reserves to retained profit
	-
	-
	(54)
	-
	54
	-
	-

	Net Profit for the year
	        -
	             -
	-                 
	               -
	           4,215
	            20 
	          4,235

	
	
	
	
	
	
	
	

	Balance as at 

31 December 2006
	30,298
	194
	2,005
	(6,097)
	          7,979
	222

        
	       34,601

	
	
	
	
	
	
	
	

	Balance as at 1 January 2005
	21,915
	         4,940
	2,059
	      (6,370)
	          2,307
	152
	       25,003

	Bonus issue of 1 for 5
	4,383
	(4,383)
	-  
	-
	-
	-
	-

	Share issue expenses
	-
	(230)
	-
	-
	-
	-
	(230)

	Net Profit for the year
	-
	-
	-
	-
	  2,335         
	50
	      2,385

	
	
	
	
	
	
	
	

	Balance as at 

31 December 2005
	26,298
	            327
	2,059
	(6,370)
	          4,642
	202
	      27,158


(The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the audited financial statements for the year ended 31 December 2005)

Notes to the interim financial reports
1. Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 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 year ended 31 December 2005.

The accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) that are relevant to the Group’s operations effective for financial period beginning 1 January 2006:

FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 101

Presentation of Financial Statements

FRS 102

Inventories

FRS 108

Accounting Policies, Changes in Estimates and Errors

FRS 110

Events after the Balance Sheet Date

FRS 116

Property, Plant and Equipment

FRS 127

Consolidated and Separate Financial Statements

FRS 128

Investments in Associates

FRS 132

Financial Instruments: Disclosure and Presentation

FRS 133

Earnings Per Share

FRS 136

Impairment of Assets

FRS 138

Intangible Assets

FRS 140

Investment Property

The adoption of these FRS does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

Notes to the interim financial reports (cont’d)

1. Basis of Preparation (cont’d)

(b) FRS 140: Investment Property

The adoption of this new FRS has resulted in a change in accounting policy for investment properties. Properties held for rental or for capital appreciation or both are classified as investment properties. Investment properties are stated at cost less accumulated depreciation and impairment losses, if any. There is no gain or loss arising from such adoption during this quarter under review. 


In accordance with the transitional provisions of FRS 140, the Group has applied the new accounting policy prospectively from 1 January 2006. Therefore, the change has had no impact on amounts reported for 2005 or prior periods other than a reclassification as disclosed below:

Comparatives


The following amounts as at 31 December 2005 have been reclassified due to the adoption of FRS 140 (Note 1(b) ):

	       
	Previously 

stated
	Reclassification
	Restated



	
	RM’000
	RM’000
	RM’000

	Property, plant and equipment
	40,418
	(2,157)
	38,261

	Investment properties
	-
	2,157
	   2,157


(c)
FRS 2: Share-based Payment

This FRS requires an entity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instrument of the Company.

The Company operates an equity-settled, share based compensation plan for the employees of the Group, the STS Tecnic Berhad’s Employee Share Options Scheme (“ESOS”).
Prior to 1 January 2006, no compensation expense was recognized in the income statement for share options granted to employees of the Group. Upon the adoption of FRS 2, where the Group pays for services of its employees using share options, the fair value of the transaction is recognized as an expense in the income statement over the vesting periods of the grants, with a corresponding increase in equity. The total amount to be recognized as compensation expense is determined by reference to the fair value of the share option at the date of the grant and the number of share options to be vested by vesting date. At balance sheet date, the Group revises its estimate of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in the income statement and a corresponding adjustment to equity over the remaining vesting period.

Under the transitional provisions of FRS 2, this FRS will apply to share options which were granted after 31 December 2004 and which had not yet vested on 1 January 2006. The adoption of this FRS has not resulted in any financial impact to the Group as new share options granted by the Group after 31 December 2004 as a result of adjustment for bonus issue, were vested before 1 January 2006. 

Notes to the interim financial reports (cont’d)

2. Declaration of audit qualification

The annual audit report of the financial statements for the year ended 31 December 2005 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.......................................>

	
	Injection  Moulding

RM’000
	Mould

Making

RM’000
	Chemicals

RM’000
	Elimination

RM’000
	Consolidation

RM’000

	External Sales
	        51,778
	     16,389
	6,825
	               -
	     74,992

	Internal Sales
	                 -
	        1,221
	-
	(1,221)
	                 -

	Total Revenue
	        51,778
	      17,610
	6,825
	(1,221)
	     74,992

	
	
	
	
	
	

	Segment result
	          4,812
	     1,335
	170
	        (1,874)
	         4,443

	Unallocated cost
	
	
	
	
	          1,909

	Profit from operations
	
	
	
	
	          6,352

	Financing cost
	
	
	
	               
	         (1,664)

	Profit before tax
	
	
	
	
	            4,688

	
	
	
	
	
	

	Other Information
	
	
	
	
	

	Segment Assets
	46,513
	15,240
	-
	-
	61,753

	Unallocated Assets
	-
	-
	-
	-
	3,290

	Total assets
	
	
	
	
	65,043

	
	
	
	
	
	

	Segment Liabilities
	25,019
	3,814
	-
	-
	28,833

	Unallocated Liabilities
	-
	-
	-
	-
	1,609

	Total liabilities
	
	
	
	
	30,442


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.

Notes to the interim financial reports (cont’d)
10. Subsequent events

Save as disclose under Note 22, there were no material events subsequent to 31 December 2006 at the date of this quarterly report.

11. Changes in the composition of the Group

There were no changes in composition of the Group other than the disposal of a subsidiary, Winyield Corporation Sdn Bhd as disclosed in Note 22 (a) (iv).

12. Changes in contingent liabilities 

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

13. Capital commitment

There were no capital commitment as at the date of this report.

14. Significant related party transactions

Transactions that have been entered into are in the normal course of business and have been established under mutually agreed terms that are not materially different from those obtainable in transactions with unrelated parties.

.

15. Review of performance

The Group registered a profit before income tax of RM4.688 million and a revenue of RM74.992 million in the current quarter to date as compared with a profit before income tax of RM2.408 million and revenue of RM101.742 million recorded in the preceding year’s corresponding period. Revenue was lower mainly due to selective of sales based on quality customers. However, profit before tax was higher mainly due to reduction in financial cost in the current year and gain on disposal of properties and a subsidiary company.

16. Quarterly results comparison

The Group recorded revenue of RM14.795 million and profit before income tax of RM2.938 million for the current quarter as compared with revenue of RM20.545 million and RM0.818 million profit recorded in the immediate preceding quarter. Higher profit registered for the current quarter is contributed by gain on disposal of properties and a subsidiary company.

17. Prospects for the current year

The new financial year prospects will remain challenging. The Group will however focus on expanding its customer base, establishing new products and improving on its overall efficiency and quality to maintain its competitive edge.

The Board expects the Group to perform satisfactorily for the financial year ending 31 December 2007.

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

Not applicable as no profit forecast was published.

Notes to the interim financial reports (cont’d)
19. Taxation

	
	Current Quarter
	Current year-to-date

	
	RM’000
	RM’000

	
	
	

	Income Tax
	120
	219

	Deferred Tax
	395
	395

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

	
	515
	614

	Under provision in prior year
	(161)
	(161)

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

	
	354
	453

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


The effective tax rate of the Group for the current quarter and financial year-to-date is lower than the statutory tax rate due to the utilisation of unabsorbed losses brought forward and capital allowances and reinvestment allowances of subsidiaries.

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

There was no sale of unquoted investments and/or properties during the current quarter under review.

21. Purchase or disposal of unquoted securities

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

22. (a)  Status of corporate proposals

(i) Proposed bonus issue, private placement and special issue to Bumiputera investors

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”):

· 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”),

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

· 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)

22. (a)  Status of corporate proposals (cont’d)

Bursa Malaysia 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 above Proposals had been approved by the Company’s shareholders at an Extraordinary General Meeting held on 24 June 2005. 

On 22 July 2005, Kenanga, on behalf of STS, announced that the issue price for the shares to be issued in relation to the Proposed Placement and Proposed Special Issue had been fixed by the Board of Directors of STS at RM1.00 per share.

The Bonus Issue had been fully completed on 1 August 2005 and announcement was made to Bursa Malaysia Securities Berhad.

On 21 October 2005, an application was submitted to the Securities Commission seeking for  6 months’ extension to complete the Proposals by 5 May 2006. On 18 November 2005, we  obtained the approval from the Securities Commission for the extension of time to complete the Proposals. 

The Private Placement had been fully completed on 3 April 2006 and announcement was made to Bursa Malaysia Securities Berhad.

On 21 April 2006, an application was submitted to the Securities Commission seeking for 6 months’ extension to complete the Proposals by 5 November 2006. On 5 May 2006, we obtained the approval from the Securities Commission for the extension of time to complete the Proposals. However, the Proposals has lapsed with immediate effect from 6 November 2006.

(ii) Proposed rights issue

As announced on 2 November 2006, the Company will now comply with the minimum capital requirements of RM40.0 million ("Minimum Capital Requirements") pursuant to paragraph 8.16A of the Listing Requirements of Bursa Malaysia Securities Berhad ("Bursa Securities") via its proposed rights issue on the basis of one (1) rights share of RM1.00 each in STS ("Share") for every three (3) existing Shares held on an entitlement date to be determined later at an indicative issue price of RM1.00 per rights Share ("Proposed Rights Issue").

Notes to the interim financial reports (cont’d)
a. Proposed rights issue (cont’d)

The Proposed Rights Issue will replace the existing proposed special issue of up to 10,905,000 new Shares to Bumiputera investors approved by the Ministry of International Trade and Industry ("MITI") to be identified ("Proposed Special Issue") in order for the Company to comply with the minimum capital requirements of RM40.0 million pursuant to paragraph 8.16A of the Listing Requirements ("Minimum Capital Requirements"). The Proposed Special Issue was approved by the Securities Commission ("SC") on 6 May 2005 and the deadline for STS to complete the Proposed Special Issue as approved by the SC is 5 November 2006. As at to-date, STS has not managed to obtain Bumiputera investors approved by MITI to subscribe

for the new Shares under the Proposed Special Issue.


In conjunction with the Proposed Rights Issue, Dato' Gan Kim Huat, a substantial shareholder of STS, will also provide an irrevocable undertaking to subscribe for his entitlement to the Rights Shares under the Proposed Rights Issue and any remaining Rights Shares not subscribed for pursuant to the Proposed Rights Issue ("Irrevocable Undertaking"). 

In view of the Irrevocable Undertaking, the resultant collective shareholdings of Dato' Gan Kim Huat together with certain persons acting in concert with him ("Persons Acting In Concert") in STS may exceed the 33% threshold to trigger a general offer under the Malaysian Code on Take-Overs and Mergers 1998 ("Code"). In the event thereof and pursuant to the requirements of the Code, Dato' Gan Kim Huat and the Persons Acting In Concert will be obliged to extend a mandatory offer for the remaining Shares not already owned by them after the completion of the Proposed Rights Issue. In this regard, Dato' Gan Kim Huat and the Persons Acting in Concert will seek an exemption from the SC from having to undertake a mandatory offer on STS Shares pursuant to Practice Note 2.9.1 of the Code.

As announced by Kenanga on 6 November 2006, the approval of the SC for the Proposed Special Issue, which was due for completion on 5 November 2006, has lapsed with immediate effect from 6 November 2006. An application to Bursa Securities was made on 3 November 2006 for an extension time to comply with the Minimum Capital Requirement until the due date to complete the Proposed Rights Issue as stipulated by the SC.

On behalf of STS, Kenanga has announced on 21 December 2006 that Bursa Securities has on 20 December 2006 granted an extension of time until 31 December 2006 for the Company to submit the Proposed Rights Issue.

Kenanga announced that on 29 December 2006, an application has been submitted to the SC to seek its approval for the Proposed Rights Issue. On 15 January 2007, Kenanga has announced that the SC had approved the Proposed Rights Issue, subject to certain terms and conditions to be fulfilled.

On 7 February 2007, Kenanga has announced that the SC had confirmed via its letter dated 6 February 2007, that it will only consider the application for the Proposed Exemption to Dato’ Gan Kim Huat and Persons Acting in Concert from the obligation to undertake a mandatory offer for all the remaining shares in STS not held by them pursuant to Practice Note 2.9.1 of the Malaysian Code on Take-Overs and Mergers 1998, subject to the fulfilment of certain conditions.

(iii) Disposal of property

On 7 February 2006, the Board of Directors of STS had announced that a wholly-owned subsidiary, namely Plastictecnic (M) Sdn Berhad, had on 7 February 2006 entered into a Sale and Purchase Agreement with Southern Nissha Sdn Bhd for disposal of three (3) parcels of adjoining/contiguous leasehold lands together with the buildings erected thereon held under three (3) separate individual Issue Documents of Title, all held in Daerah Hulu Langat, Negeri Selangor for an aggregate cash consideration of Ringgit Malaysia Three Million Seven Hundred and Fifty Thousand (RM3,750,000) only. The disposal has been fully completed.

Notes to the interim financial reports (cont’d)
(iv) Disposal of a subsidiary company

On 17 August 2006, the Board of Directors of  STS had announced that STS had on 17 August 2006 entered into a Share Sale Agreement with Mr. Goh Bong Hiang for the disposal of its entire interest in Winyield Corporation Sdn Bhd for a total consideration of RM3,350,000. 

To-date, full payment had been received and the corporate guarantee of STS for securing banking facilities is in the process of being redeemed. 

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

(b) Utilisation of Proceeds

The utilisation of proceeds from the Private Placement of 4,000,000 new ordinary shares of RM1.00 each at an issue price of RM1.00 was as follows:

	
	As proposed
	
	Utilised
	
	Balance

	
	RM’000
	
	RM’000
	
	RM’000

	Repayment of Bank Borrowings
	3,860
	
	3,860
	
	-

	Expenses for corporate exercise
	140
	
	140
	
	-

	
	4,000
	
	4,000
	
	-


23. Group borrowings

Total Group borrowings as at 31 December 2006: -

	        
	
	RM’000

	
	
	

	Short-term – secured
	
	16,980

	Long-term – secured
	
	1,214

	
	
	-----------

	
	
	18,194

	
	
	=======



There were no borrowings in foreign currency.    

24. Off balance sheet financial instruments

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

25. Changes in material litigation

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

26. Dividend

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

Notes to the interim financial reports (cont’d)
27. Earning/(loss) per shares

The Group’s earnings per share are calculated as follows:

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year

Quarter

31.12.2006

RM’000
	Preceding year corresponding quarter

31.12.2005

RM’000
	
	Current year to date 31.12.2006

RM’000
	Preceding year corresponding period 31.12.2005

RM’000

	Net profit for the year attributable to equity holders of the parent
	          2,601
	             826
	
	           4,215
	            2,335


	a) Basic 


	Issued ordinary shares at the beginning of the period
	30,298,000
	26,298,000
	
	30,298,000
	26,298,000

	Effect of shares issued
	-
	-
	
	-
	-

	Weighted average no. of ordinary shares
	30,298,000
	26,298,000
	
	30,298,000
	26,298,000


	Basic earnings/(loss) per share (sen)
	8.58
	3.14
	
	13.91
	8.88


	b) Diluted 


	Weighted average no. of ordinary shares
	30,298,000
	26,298,000
	
	 30,298,000
	26,298,000

	Effect of shares options
	N/A
	 N/A     
	
	            N/A
	   N/A

	Weighted average no. of ordinary shares(diluted)
	N/A
	  N/A   
	
	            N/A
	     N/A


	Diluted earnings/(loss) per share (sen)
	N/A  
	N/A
	
	             N/A
	            N/A


There is no diluted earnings per share as there was no dilutive potential ordinary shares.

By Order of the Board

Ho Meng Chan

Wu Siew Hong

Company Secretaries

Petaling Jaya

28 February 2007
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