NOTES TO THE FINANCIAL STATEMENTS – QUARTER AND YEAR ENDED 31 DECEMBER 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 the 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


FY1999


RM’000

Taxation over provided in respect of prior year
(245)

Taxation recoverable
(420)

Foreign tax suffered
989

Deferred Taxation
996

Deferred tax under provided in respect of prior years
406





1,726

5. Pre-acquisition Profits
The amount of pre-acquisition profits for the current financial year to date is RM3,377,054. It is included in item 2(i)(ii) of the consolidated profit and loss account.

6. Sales of Investments and Properties

There were no sales of investments and properties.

7. Purchase or Disposal of Quoted Securities

(a) Purchases and sales of quoted securities for the current financial year to date (1 Jan 1999 to 23 February 2000) :


RM’000

Total purchases
1,876

Total disposals
1,373

Total profit on disposals
102

(b) Investments in quoted securities as at 31 December 1999 :


RM’000

Total investment at cost
      280

Total investment at carrying value
         236

Total investment at market value 
         236

8. Changes in The Composition

During the financial year, the Company implemented a restructuring exercise as follows :
(i) Bonus issue of 17,625,600 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) Acquisition of:-

(a) 22% equity interest in Selekta Inovatif (M) Sdn. Bhd. for a total purchase consideration of RM3.696 million, satisfied partly by cash amounting to RM740,000 and the balance via the issuance of 537,455 ETHB shares at an issue price of RM5.50 per share.

(b) 15% equity interest in Engtek Philippines Inc. for a total purchase consideration of RM27.0 million, satisfied partly by cash amounting to RM5.4 million and the balance via the issuance of 3,927,273 ETHB shares at an issue price of RM5.50 per share;

(c) 9% equity interest in Engtek International Limited for a total purchase consideration of RM4.32 million, satisfied partly by cash amounting to RM864,000 and the balance via the issuance of 628,364 ETHB shares at an issue price of RM5.50 per share.
(iii) 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) Transfer of ETHB to the Main Board of Kuala Lumpur Stock Exchange (KLSE).
The above corporate exercise was approved by the Securities Commission via letter dated August 23, 1999. The corporate exercise was completed on October 13, 1999. ETHB was then transferred to the Main Board of Kuala Lumpur Stock Exchange (KLSE) on December 23, 1999.
The effects of item (i), (ii) and (iii) above on the share capital are further set up in Note 11.

9. Corporate Proposal

There was no corporate proposal other than mentioned in Note 8.

10. Seasonality or Cyclical Operations

The Group is subject to cyclical effects of the hard disk drive 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, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares except for the issuance of equity shares as follow :


RM’000

Ordinary shares at RM1 each :





       Issued and fully paid :


             As at 1 January
28,620

             Bonus issue of 3 for 5
17,626

             Arising on acquisitions
5,093

             Arising on share options exercised
852

             As at 31 December
52,191




12. Borrowings And Debt Securities


Total borrowings as at 31/12/1999

Included in the total borrowings are amounts denominated in

foreign currency









RM’000

HK$’000

US$’000

Secured
3,202





Secured (Foreign Currency)
1,939

1,038

377


5,141

1,038

377








Short Term
1,806





Short Term (Foreign Currency)
1,464

1,038

252

Long Term
1,396





Long Term (Foreign Currency)
475



125


5,141

1,038

377

13.
Contingent Liabilities
The total contingent liabilities for the Company are corporate guarantee for banking facilities given to subsidiaries of RM5.4 million.

The Inland Revenue Board has undertaken a tax review on certain of the Company’s subsidiaries.  Pending the outcome of this review, no additional provision has been made in the accounts.
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
Philip-pines
China/

Hong Kong
Thai-land
Total
Consol Adj.
Consoli-dated

Turnover – FY1999
56,145
136,815
24,125
-
217,085
(31,102)
185,983

Profit/(Loss) before   

 tax – FY 1999

   
19,006
22,312
4,884
(1,573)
44,629
(11,039)
33,590



Total  assets

  employed 

  as at 31/12/1999 

   
142,330
68,035
26,440
4,368
241,173
(59,316)
181,857

17.
Explanatory Comments on The Profit Before Taxation for Current Quarter As Compared to the Preceding Quarter

Profit before taxation for the current quarter was RM7.2m compared to RM6.2m in the previous quarter. The increase of PBT was attributed to increased revenue – RM50.0m for the current quarter (quarter 3 – RM36.3m). Overall market demand for actuators had stabilised in the current quarter and this has paved the way for supply recovery. The margin for the current quarter had dipped to 14.5% from previous quarter of 17.0%. This was mainly due to certain employee benefits declared in the current quarter for employees of good performing subsidiaries.

18.
Review of The Performance of Earnings/Revenue of the Group 


The Group experienced on the overall a volatile year in terms of market supply and demand. The performance for the first and second quarters of FY1999 were relatively good but the shipments for actuators slowed down in the third quarter due to price war between the major hard disk drive manufacturers. The situation improved in the forth quarter with selling price of products stabilising. The Group revenue was RM186.0m for FY1999 (FY1998 – RM151.2m). On the overall the Group achieved a pre-tax margin of 18% for FY1999 (FY1998- 21%). The decrease of margin was mainly due to severe price erosion and demand volatility. Nevertheless the Group managed weather the effects of such by increasing total shipments. The Group has increased its global market share of actuators from 12% to 15% from FY1998 to FY1999. 


The Group EPS improved 9% to 56.6 sen in FY1999 (FY1998 – 52.1 sen as adjusted ex-bonus). The improvement in EPS was mainly due to FY1999 being a tax exempted year and improvement of earnings in quantum.


The directors are not aware of circumstances where the results would be materially affected from the end of the reporting quarter to the date of this report.

19. Future Business Prospects
The Group is confident, barring unforeseen circumstances, of achieving further growth for FY2000 in respect of revenue, profit and expects improvement in overall margin. This is based on the following expectations:

i) continuing strong demand in the hard disk drive and semiconductor industries

ii) increasing market share

iii) enhancing value chain and

iv) broadening of product base

It is also expected that the price erosion in the hard disk sector would not be as severe in FY2000 compared to FY1999. The Group maintains its core activity as a supplier of key precision components and assemblies to the global hard disk drive market and the engineering industries.

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








FY1999


RM millions



Forecast

Actual


Sales




213.5

186.0


Profit before tax



  44.8

  33.6


Profit after tax and minorities

  34.7

  26.9

The actual sales for FY1999 was RM27.5 million lower than the forecast. The lower sales against the forecast was attributed to the volatility of demand, lower than expected volume and revenue growth, price erosion and marginally higher costs.

There was no profit guarantee clause for the corporate exercise of which the forecast was based on.

21.
Dividend

The Board proposed a 10% first and final tax exempt dividend plus an 8% special tax exempt dividend in respect of financial year ended 31 December 1999.  

By Order of the Board

Eng Teknologi Holdings Bhd (234669 M)

KULWANT KAUR A/P TARA SINGH (MAICSA 7011885)

ONG LU SEE (LS006228)

Secretaries

29 February 2000
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