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4.5 Business Overview 
 
Engtex is principally an investment holding company with a wholly-owned subsidiary, ESB, 
which has twelve(12) subsidiaries where, Allpipes, a subsidiary of ESB, in turn has two(2) 
subsidiaries and ELHT, another subsidiary of ESB has one(1) subsidiary.  An overview of the 
Engtex Group’s corporate structure is set out in Section 1.1 of this Prospectus. 

 
The Group’s principal activities can be broadly categorised into two major activities: 
 
• distribution and wholesale of PVF, plumbing materials and general hardware 

products; and  
 
• manufacturing of steel PVF, pipe asphalt/coatings, bitumen products, hydrants, 

manhole covers, welded wire mesh and hard drawn wire. 
 
The core business activities of Engtex can be illustrated as follows: 
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The Group’s core activities have been distribution and wholesale of PVF, plumbing materials 
and general hardware products since ESB was established in 1983.  From 1996, in a move to 
further expand the Group’s activities, the Group integrated backwards and started 
manufacturing steel pipes, bitumen products, welded wire mesh, valves, fittings, hydrants and 
operating a steel service centre which provides shearing services.  However, distribution and 
wholesale of PVF and plumbing materials still remains the principal income contributor for 
the Group.  For the year ended December 2001, Engtex posted a Group’s consolidated 
revenue of RM222.43 million, an increase of 16.6% from the previous year.  The chart below 
illustrates the revenue and PBT of the Group for the past 5 years. 
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The distribution and wholesale division contributed approximately 79% of the Group’s total revenue 
for the financial year ended 31 December 2001 out of which approximately 60% is derived from the 
distribution and wholesale of PVF and plumbing materials.  The table below is a summary of the 
Group’s revenue according to the major type of products: 
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Market Size Estimation and Market Positioning 

 
Based on an independent market research conducted by Researchlink in 2001 on the eleven(11) key 
players in the distribution and wholesale of PVF, Engtex has the largest market share in Malaysia.  For 
this focused sector of distribution and wholesale of PVF, the Group recorded a revenue of 
approximately RM133.7 million in the year 2000 for the PVF industry, representing approximately 
27% of the estimated total revenue of RM498.3 million among the abovementioned 11 key players.  
The Board is confident that it can sustain and even increase its current market share as the Group is 
making continuous efforts and plans to expand and enhance its business activities via inter-alia, the 
increased capacity of its one-stop distribution centre in Putra Industrial Park, the implementation of the 
Enterprise Resource Planning (“ERP”) computer system, emphasis in broadening its customer base by 
targeting lower levels of the distribution chain and expanding the supply chain of its products carried; 
eg. expanding its bathroom and plumbing materials. 
 
In addition, Engtex has its own manufacturing arm, which supports the distribution and wholesale 
activities.  Other players of the same capacity, generally follow a general distribution channel where 
they have to source their products from individual manufacturers and then sell to the re-sellers/end-
users.  The re-sellers are mainly comprised of general hardware stores, hardware dealers/trading 
companies, metal dealers/traders and plumbing materials suppliers.  Most manufacturers do not sell 
directly to the end-users mainly due to its mass production and bulk quantity and need to go through 
the distributor or dealer to reach the end-users.  Engtex, has a competitive advantage where it involves 
not only in distribution, but also in manufacturing activities, where the products manufactured are 
distributed through its own distribution arm, which helps the Group’s overall activities to run more 
efficiently and effectively.  Generally, the distribution and wholesale method is mainly segmented into 
three major levels, as illustrated below.  As such, equipped with its own manufacturing arm, integrated 
warehouse and being a reputable distributor, Engtex is involved in the top two levels of the distribution 
segments.  

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
In terms of product range, based on ResearchLink’s findings, Engtex distributes a wider and more 
complete range of PVF and other related materials mainly for the utilities and infrastructure sector 
compared to other key players.  In addition to that, combined with an integrated, large and well-
equipped warehouse, the Group derives its strength from its ability to supply to a large clientele base.  
The Group offers its customers the convenience of sourcing a variety of PVF of various sizes and 
lengths, to cater to their diverse requirements at one location without having the customers to approach 
different suppliers.  Through its manufacturing and steel service centre, raw materials such as mild 
steel pipes, are sourced from manufacturers in bulk form and in various sizes, Engtex has the facility 
and capability to break the bulk and customise the order in terms of quantity and sizes according to the 
customers’ needs and demands.  Engtex also provides the service as a dealer or a sourcing agent for 
customers who require products, which are not listed under the range of Engtex’s products.    

DISTRIBUTORS 
 
 
 

MANUFACTURER 

HARDWARE SHOPS /  
DEALERS 

Products are sold to end-users 
such as consumers, small 
contractors and sub- 
contractors.     

Products are distributed to 
hardware dealers, general 
hardware stores, sub-dealers, 
state waterworks departments, 
mechanical and electrical 
contractors  

Products are distributed 
through its own distributing 
arm.      
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(Source: ResearchLink) 
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The diagram below illustrates the key components supporting the Group. 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
ii) Extensive Distribution Network 

 
The Group has developed an extensive distribution network in Malaysia as summarized 
in the following table: 

 
Business Division Number of 

customers 
as at 31 May 2002 

  
Distribution and Wholesale Division* 2,371 
Manufacturing Division 152 
 2,523 

  

 
* Approximately 84% of the Group’s customers comprise of general hardware stores, hardware 

dealers/trading companies, metals dealers/ traders, plumbing materials suppliers who are 
also re-sellers for Engtex Group.   

 
The rapid infrastructure development in Malaysia over the past decade has provided the 
Group with the opportunity to capitalize on the public infrastructure, information, 
communication and technology (ICT) systems.  This has enabled the Group to operate 
from its integrated one-stop distribution centre located in the central region and a 
warehouse in the northern region of Peninsular Malaysia, providing an efficient 
distribution of goods to its customers without having to set up warehousing and logistics 
facilities in every state of Malaysia. 

FLEET OF 
TRANSPORTATION 

Types No. of Units 
Lorries 16 
Prime 
movers  
and trailers 

10 

WAREHOUSE 
TRANSPORTATION 

Types No. of 
Units 

Forklifts 8 
Mobile crane 1 
Overhead cranes 8 
Reach trucks 6

� Fully computerised accounting system linked to 
Sales, Purchasing and Inventory Department.   

� Fibre optic cables for networking system 
linking the main office and the distribution 
centre.    

� Category-5 enhanced cablings [Cat-5e] 

structured for head office’s networking system. 

INTEGRATED 
WAREHOUSES 

WITH  A 
TOTAL BUILT-

UP AREA OF 
143,155 

SQUARE FEET 

WAREHOUSE 
TRANSPORTATION 
Types No. of 

Units 
Forklifts 8 
Mobile crane 1 
Overhead cranes 8 
Reach trucks 6 
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The Group derives its strength from being able to distribute to an extensive network of 
customers as it is able to achieve economies of scale, higher efficiency and higher profit 
margins due to lower operation costs i.e. lower warehousing and storage costs, manpower 
and overhead costs as compared to operating from several warehouses in dispersed 
locations.  As a one-stop distribution centre, the Group offers value-added services to its 
customers in all regions, in serving their procurement requirements and providing a more 
effective transport and handling costs as customers’ orders are packaged into a single 
economy order quantity (EOQ) delivery to them, thus minimizing logistics cost.  This, in 
turn translates into a lower cost per unit to the customer and to the Group. Such 
economies of scale in operations would not be enjoyed by smaller scaled distribution 
companies unless these companies have the ability to achieve similar economic order 
quantity and are able to integrate and package their customers’ total procurement 
requirement all-in-one. 

 
The Group’s distribution channels by sectors are illustrated in the following table.  As 
shown in the table below, approximately 84% of the Engtex Group's customers are re-
sellers i.e. general hardware stores, hardware dealers/trading companies, metals 
dealers/traders and plumbing materials suppliers.  They, in turn, distribute to the end-
users and are more exposed to credit risks for sales transacted by way of credit. 
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Distribution Channels - Sectorial

General Hardware Stores
53%

Hardware Dealers & 
Trading Companies

29%

Plumbing Material 
Suppliers

1%

Metal Dealers/ Traders
1%

Overseas
0.28%

Builders, Contractors, 
Waterworks Authorities & 

Others
6%

Plumbing, 
Telecommunication, M&E 

Companies
5%

Factories, Fabricators, 
Manufacturers & Foundries

5%

  
The Group’s nationwide customers by geographical locations are illustrated in the table 
below.  The Group’s customers are from all states in the Peninsular Malaysia with 
majority of them located in the central region of Malaysia, the hub of the country's 
economic activities and development.  
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Customers by Geographical Location
Sabah & Sarawak

6%
East Coast

9%

Southern Region
13%

Central Region
50%

Northern Region
22%

Overseas
0.28%
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