ETI TECH CORPORATION BERHAD (667845-M)

(Incorporated in Malaysia)

QUARTERLY REPORT FOR THE THIRD QUARTER AND THE PERIOD ENDED 31 MAY 2007
PART A - EXPLANATORY NOTES IN COMPLIANCE WITH FINANCIAL REPORTING STANDARD (“FRS”) 134 (INTERIM FINANCIAL REPORTING)
A1.
Basis of preparation
These interim financial statements have not been audited and have been prepared in compliance with FRS 134 (Interim Financial Reporting) and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad (“Securities Exchange”) for the MESDAQ Market.

The accounting principles, methods of computation and bases used for this quarterly financial report are consistent with those previously adopted in the preparation of the financial statements of the ETICB Group.
A2.
Auditors’ report of the preceding annual financial statements 
The preceding year’s annual audited financial statements of the ETICB Group were not subject to any qualification.
A3.
Seasonal or cyclical factors
The ETICB Group’s business operation results were not materially affected by any major seasonal and cyclical factor.

A4.
Unusual nature and amounts of items affecting assets, liabilities, equity, net income and cash flows
There was no item of unusual nature or amount affecting the assets, liabilities, equity, net income or cash flows during the current quarter under review.

A5.
Material changes in estimates
There was no material change in the estimates of amounts reported that have a material effect on the current quarter under review.
A6.
Issuances, cancellations, repurchases, resale and repayments of debt and equity securities
There was no issuance or repayment of debts or equity securities during the current quarter under review and the Company had not engaged in any share buyback scheme or implemented any share cancellation.
A7.
Dividend paid

No dividend was declared or paid during the current quarter under review.
A8.
Segmental information
The ETICB Group operates in one industry and accordingly, only geographical segmental information is presented. Segment results are not available.
	
	Current Quarter

31.05.2007
	Current Year

To Date
31.05.2007

	
	RM’000
	RM’000

	Revenue
	
	

	
	
	

	Export sales
	
	

	- Taiwan
	5,584
	15,281

	- United Arab Emirates
	2,316
	9,126

	- Africa
	97
	106

	- Australia
	1,991
	4,913

	- Singapore
	2,348
	6,957

	- India
	2,645
	5,896

	- Thailand
	1,670
	2,971

	- Europe
	102
	102

	
	
	

	Domestic sales
	3,210
	7,098

	
	
	

	Total
	19,963
	52,450


A9.
Valuation of property, plant and equipment

There was no valuation on any of the ETICB Group’s property, plant and equipment during the current quarter under review.
A10.
Acquisition of property, plant and equipment
There was no material acquisition or disposal of property, plant and equipment of the ETICB Group during the current quarter under review.
A11.
Significant events during the current quarter
There was no significant event reported during the current quarter under review.
A12.
Changes in the composition of the ETICB Group 

There was no change in the composition of the ETICB Group during the current quarter under review.
A13.
Contingent liabilities 

As at the date of this announcement, the Board of Directors of ETICB is not aware of any contingent liability of the ETICB Group.
A14.
Material events subsequent to the end of the interim reporting period

There was no material event subsequent to the end of the current quarter under review.
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD FOR THE MESDAQ MARKET
B1.
Review of performance 
For the nine (9) months ended May 31, 2007, the Group achieved revenue and profit after taxation of RM52.5 million and RM13.6 million respectively, which were contributed mainly from the sales of existing products such as Series 4 Portable Power Pack, Personal Digital Assistant Batteries, Radio Control Batteries, Bluetooth Headset Batteries, Notebook Batteries and Nano Mobile Charger. The increase in revenue and profit compared to the corresponding quarter in the preceding year was due to the increase in demand from existing and new customers.
For the current quarter, the Group has achieved revenue and profit after taxation of RM20.0 million and RM5.1 million respectively. This is mainly due to the increase in sale of abovementioned products. 

B2.
Variation of results against preceding quarter
Compared to the preceding quarter, the Group’s revenue of RM20.0 million (2007 Q2 : RM16.7 million) recorded for the quarter ended 31 May 2007 showed an increase of approximately RM3.3 million or 19.76% which was mainly due to a wider customer base and higher demand from the Group’s existing customers.
In tandem with the higher revenue, the Group achieved a higher profit before taxation of RM5.1 million (2007 Q2 : RM4.3 million) during the quarter under review, representing an increase of approximately RM0.8 million or 18.22% as compared to the preceding quarter.
B3.
Prospects for the financial year ending 31 August 2007
Barring unforeseen circumstances, the Group expects to continue to achieve satisfactory performance for the year ending 
31 August 2007 with its continuous efforts to undertake more new business negotiations, upgrade engineering capabilities and technical know-how as well as to provide more enhanced services to customers. 
ETICB will introduce a new range of mobile chargers under the Yeti brand name to contribute the group’s revenue this year. The new mobile chargers, with 4,100 milli-ampere hour power capacity, are aimed at the new range of 3G and WiMax-enabled mobile phone market.

The Group is currently negotiating with local telecommunication companies for the sale of a new back-up power system, called fuel cell uninterrupted power supply system, for their stations. Currently, the stations are using lead acid batteries. The fuel cell technology uses hydrogen to generate power without having an adverse impact on the environment. The Group had earlier collaborated with P21 GmbH, a German based company which specialises in research of environmental-friendly power systems for the usage of the technology. Some telecommunications companies are currently using the fuel cells on a trial run. 
B4.
Variance on actual and forecast profit

The ETICB Group has not provided any quarterly profit forecast and therefore no variance information is available for presentation.  
B5.
Tax expense
There is no income tax charge on the ETICB Group because the income of its wholly-owned subsidiary ETI TECH is exempted from tax due to pioneer status granted by Multimedia Development Corporation Sdn Bhd. Under this incentive, 100% of ETI TECH’s statutory income derived from the development and commercialisation of the polymer lithium ion Battery Series 1, 2, 3, 4, 6 and 8 is exempted from income tax for a period of five years from 15 July 2003 to 14 July 2008.
B6.
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 and financial year-to-date.


B7.
Purchase or disposal of quoted securities 

There was no purchase or disposal of quoted securities during the current quarter under review and financial year-to-date.

B8.
Status of corporate proposals

On 21 March 2007, ETICB announced that the Company is proposing to undertake the following:
a)
 Proposed increase in the authorised share capital from RM25,000,000 to RM50,000,000 by the creation of 250,000,000 new ordinary shares of RM0.10 each (“Proposed Increase in Authorised Share Capital”); 


b)
 Proposed bonus issue of 113,462,000 new Shares on the basis of one (1) new bonus share for every one (1) existing Share held at an entitlement date to be determined at a later date upon obtaining all relevant approvals (“Proposed Bonus Issue”); and

c)
Proposed amendments to the Memorandum and Articles of Association of ETICB (“Proposed Amendments”). 


Bursa Malaysia Securities Berhad had, vide its letter dated 15 June 2007, approved in-principle the listing of and quotation for up to 113,462,000 bonus shares arising from the Proposed Bonus Issue. 
B9.
ETICB Group borrowings and debt securities

The ETICB Group borrowings at the end of the financial quarter are as follows:
	
	Payable within twelve (12) months
	
	Payable after twelve (12) months

	
	RM’000
	
	RM’000

	Secured
	
	
	

	Hire purchase
	40
	
	63

	Term loan
	273
	
	3,718

	Trade facilities
	2,813
	
	-

	
	3,126
	
	3,781


The ETICB Group does not have any foreign borrowings and debt securities as at the date of this announcement.

B10.
Off balance sheet financial instruments

There are no off balance sheet financial instruments as at the date of this announcement.
B11.
Change in material litigation 
The ETICB Group is not engaged in any material litigation either as plaintiff or defendant and the Board of Directors do not have any knowledge of any proceedings pending or threatened against the ETICB Group as at the date of this announcement.
B12.
Status of utilisation of proceeds 
As at 31 May 2007, the Company has utilised all of the total proceeds raised in the Initial Public Offering. The status of the utilisation of proceeds raised from the public issue as at 31 May 2007 is as follows:

	Purpose
	Allocation of proceeds
	Amount utilised from 28 March 2006 to 31 May 2007
	Amount unutilised

	
	RM'000
	RM'000
	RM'000

	Research and development (R&D) expenditure

	5,125
	5,125
	-

	Part settlement of consideration for lease of land and construction of building

	2,000
	2,000
	-

	Marketing expenditure

	959
	959
	-

	Working capital

	4,713
	4,713
	-

	Estimated listing expenses

	1,500
	1,500
	-

	Total
	14,297
	14,297
	-


B13.
Earnings per share

	
	Current quarter
	Preceding year corresponding quarter
	Current year to date
	Preceding year corresponding period

	
	31.05.2007
	31.05.2006
	31.05.2007
	31.05.2006

	Net profit after tax (RM’000)


	5,126
	1,350
	13,565
	3,977

	Weighted average number of ordinary shares in issue (‘000)


	113,462
	88,750
	113,462
	88,750

	Basic earnings per share (sen)


	4.52
	1.52
	11.96
	4.48

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


The earnings per share for the current quarter to date is calculated by dividing the net profit attributable to shareholders of RM5,126,000 by the weighted average number of shares in issue of 113,462,000 ETICB shares.
