NOTES TO THE FINANCIAL STATEMENTS – PERIOD ENDED 30 SEPTEMBER 1999

1. Accounting Policies and Methods

There have been no changes in the accounting policies and the methods of computation used in the preparation of this financial statements compared with the audited financial statements of 31 December 1998.

2. Exceptional Item

There was no exceptional item.

3. Extraordinary Item

There was no extraordinary item.

4. Taxation


RM’000

Taxation over provided in respect of prior year
(327)

Taxation recoverable
(420)

Foreign tax suffered
736

Deferred Taxation
389

Deferred  tax provided in respect of prior years
411





789

5. Pre-acquisition Profits
There were no pre-acquisition profits.

6. Sales of Investments and Properties

There were no sales of investments and properties.

7. Purchase or Disposal of Quoted Securities

There was no purchase or disposal of quoted securities.

8. Changes in The Composition

There were no changes in the composition of the Group.
9. Corporate Proposals

On 18 December 1998, Commerce International Merchant Bankers Berhad announced, on behalf of the Board, that the Company proposed to implement the following:-
(i) Proposed bonus issue of up to 18,120,000 new ordinary shares of RM1.00 each on the basis of three (3) new ordinary shares of RM1.00 each for every five (5) existing ordinary shares of RM1.00 each held in Eng Teknologi Holdings Bhd. (ETHB).

(ii) Proposed acquisitions of:-

(a) 22% equity interest in Selekta Inovatif (M) Sdn. Bhd. for a total purchase consideration of RM3.696 million;

(b) 15% equity interest in Engtek Philippines Inc. for a total purchase consideration of RM27.0 million;

(c) 9% equity interest in Engtek International Limited for a total purchase consideration of RM4.32 million;
(iii) Proposed increase in the authorised share capital of ETHB from RM50,000,000 comprising 50,000,000 ordinary shares of RM1.00 each to RM100,000,000 comprising 100,000,000 ordinary shares of RM1.00 each; and

(iv) Proposed transfer of ETHB to the Main Board of Kuala Lumpur Stock Exchange (KLSE).
Subsequent to the approval of the Securities Commission of Malaysia (SC) vide letter dated August 23, 1999, the following have taken place in respect of the above exercise since:









         Date

Approval of the Shareholders (Extraordinary General Meeting)
October 12, 1999

Passing of consideration of the acquisitions



October 13, 1999


Bonus issue - ex-date





November 10, 1999


Bonus issue  - entitlement date




November 16, 1999


Closure of books 






November 17 & 18, 1999


Further to the above, the following are due to be completed as such:










 Due completed on


Listing of bonus and newly issued shares



November 30, 1999


Submit application upgrade




December 1, 1999


Upgrade to the Main Board of the KLSE



Mid December 1999

10. Seasonality or Cyclical Operations

The Group is subject to cyclical effects of the hard disk drives and semi-conductor industries as a result of the volatility of demand.

11. Issuance and Repayment of Debt and Equity Securities, Share Buy-backs, Share Cancellations, Shares Held As Treasury and Resale of Treasury Shares

There was no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares.

12. Borrowings And Debt Securities


RM’000

HK$’000

US$’000

Secured
3,717

-

-

Secured (Foreign Currency)
2,557

1,886

433


6,274

1,886

433








Short Term
1,580

-

-

Short Term (Foreign Currency)
1,781

1,886

227

Long Term
2,137

-

-

Long Term (Foreign Currency)
776

-

206


6,274

1,886

433

13.
Contingent Liabilities
The total contingent liabilities for the Company are corporate guarantee for banking facilities given to subsidiaries of RM5.3 million.

14.
Financial Instruments With Off Balance Sheet Risk

There were no financial instruments with off balance sheet risk on the reporting date.

15. Material Litigation

There was no pending litigation.

16. Segmental Analysis

RM’000


Malaysia
Philippines
China/

Hong Kong
Thailand
Total
Consol Adj.
Consolidated

Turnover
41,528
101,770
16,242
-
159,540
(23,544)
135,996

Profit After Tax 

   and Minority

   Interests
13,510
17,192
3,903
-
34,605
(13,717)
20,888

Gross Assets   
111,823
54,900
21,844
4,291
192,858
(49,472)
143,386

17&18.
Explanatory Comments on The Profit Before Taxation for Current Quarter and Review of The Performance of Group Affecting Earnings/Revenue and Changes in Profit Before Taxation 

The Profit Before Taxation of RM6.2 million achieved for the 3rd quarter  of FY1999 was below expectations. This was primarily due to lower revenue caused by the delay in the introduction of new product models, price erosion and demand volatility.

19. Current Year Prospects
Although 3rd quarter was below expectations, the Board of Directors, barring any unforeseen circumstances arising, is confident of achieving full year growth for FY1999 compared to FY1998 based on strong 4th quarter outlook.

The Group maintains its core activities as a supplier of key precision components and assemblies to the global hard disk drive market and engineering industries.

20.
Explanatory Notes on Variance of Actual Profit from Forecast Profit and Shortfall in Profit Guarantee


This note is meant for final quarter reporting, hence not applicable.

21.
Dividend


There is no interim dividend proposed by the Board. However, there is an adjustment for under provision of dividend amounting to RM100,080 in respect of prior year.

22. Y2K Compliance
Based on its Y2K review programme, the Group has completed tests on its internal systems and reviewed the systems of all its business partners by August 1999. The results show no major issues of concern. Furthermore, contingency plans with (amongst others) simulation of non-performance of systems, countermeasures for utilities and logistics failures when year 2000 comes are in progress group wide. With this, the Board of Directors is confident that there would be no major interruptions of the operations as a result of the Y2K bug.

By Order of the Board

Eng Teknologi Holdings Bhd (234669 M)

KULWANT KAUR A/P TARA SINGH (MAICSA 7011885)

ONG LU SEE (LS006228)

Secretaries

23 November 1999
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