NOTES TO THE FINANCIAL STATEMENTS – PERIOD ENDED 30 SEPTEMBER 2000

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 1999.

2. Exceptional Item

There was no exceptional item.

3. Extraordinary Item

There was no extraordinary item.

4. Taxation


Current Period


RM’000

Under provision in prior year
2,402

Current year provision
2,725

Deferred Taxation
4

Total
5,131

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

(a) Purchases and sales of quoted securities for the current financial year to date (1 January 2000 to 31 September 2000) :


RM’000

Total purchases
1,103

Total disposals
1,067

Total profit on disposals
50

(b) Investments in quoted securities as at 30 September 2000 :


RM’000

Total investment at cost
318

Total investment at carrying value
158

Total investment at market value 
158

8. Changes in The Composition

There were no changes in the composition of the Group for the reporting quarter except as disclosed in Note 9 below.

9. Corporate Proposal

Acquisition of Digital Integrated System Sdn Bhd (DIS)

On August 2, 2000, ETHB entered into a Shares Sale Agreement to acquire 265,000 ordinary shares of RM1.00 each of DIS from Mr Cheah Yew Keat for a cash consideration of RM5,041,680. On execution of this Agreement, ETHB also subscribed to 500,000 new ordinary shares of RM1.00 each of DIS for a cash consideration of RM3,000,000. With the above acquisition and subscription, DIS would be 51% owned by ETHB. The Agreement inter alia provides for Mr Cheah Yew Keat to guarantee a total of RM9.54 million as profit guarantee for a period July 1, 2000 to June 30, 2003.

ETHB has also been given a call option to purchase a further 285,000 ordinary shares of RM1.00 each at RM10.512 per option share from Mr Cheah Yew Keat (or as adjusted in the case of future bonus issue) amounting to RM2,995,920. This call option would be valid for a period of 18 months from the completion of the Agreement. With the subscription this call option, ETHB would own 70% of DIS.

DIS was incorporated on May 3, 1996 and is principally engaged in the design, development and manufacture of modem and computer peripherals based in Penang.

Approval has been obtained from the Foreign Investment Committee (FIC) for the above acquisition via letter dated October 13, 2000.

Entering into Memorandum of Understanding (MOU) with Kobe Steel Limited (KSL) for the acquisition of Kobe Precision (M) Sdn Bhd (KPM)

ETHB has on October 25, 2000 entered into an MOU with KSL for the purchase of 70% equity of KPM. The principal activities of KPM are the manufacturing of actuators, actuator assembly and other precision machining products for the computer data storage and electronics industries. The MOU was to enable both ETHB and KSL to evaluate the feasibility of working together and also to enable ETHB to carry out a due diligence on the business and affairs of KPM before finalising a Shares Sale Agreement.


The Board of ETHB believes that the proposed KPM Acquisition will be synergistic to the current operations of ETHB Group as well as to enable the Group to increase its market share in the production of actuators, being its main core products.

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.

12. Borrowings And Debt Securities


Total borrowings as at 30/09/2000

(Unit ‘000)

Included in the total borrowings are amounts denominated in foreign currency

(Unit ‘000)


RM



USD



PESO



Secured
19,360





Secured (Foreign Currency)
805

206

290


20,165

206

290








Short Term
17,005





Short Term (Foreign Currency)
796

206

181

Long Term
2,355





Long Term (Foreign Currency)
9



109


20,165

206

290

13.
Contingent Liabilities
The total contingent liabilities for the Company are corporate guarantee for banking facilities given to subsidiaries of RM15.9 million.

14.
Financial Instruments With Off Balance Sheet Risk

There were no financial instruments with off balance sheet risk as at 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 
52,403
117,654
25,197
4,139
199,393
(19,056)
180,337

Profit/(Loss) before   

 tax 

   
14,798
25,174
3,423
(2,013)
41,382
(10,510)
30,872

Total  assets

  Employed 

  as at 30/09/2000 

   
180,123
76,113
31,230
13,414
300,880
(64,898)
235,982

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

The Group profit before taxation for the reporting quarter of RM11.5 million was marginally lower than that of the preceding quarter. This was due to the marginally lower sales generated as a result of lower market demand caused by some industry wide component shortages during the period. However the profit before tax margin for the quarter has sustained at 19%, indicating that price erosions has tapered off and better cost management.

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

The cumulative year to date September Group revenue of RM 180.3 million was a 32% increase over the corresponding period. Such revenue growth amidst tough market conditions was mainly attributed to the Group's ability to increase market share in its core products and enhanced product mix activities. Correspondingly the Group profit before tax for the cumulative year to date September was a 17% increase to RM30.9 million, as compared to RM26.4 million for the comparative period. Such profit performance was commendable considering the tremendous price pressure and volatility nature of the market industry the Group is subjected to.

The management has strategized to increase the Group’s product and customer mix as well as seeking new business ventures within its core competency to counter the eroding margin.

The directors are not aware of any circumstances where the results would be materially affected from the end of the reporting quarter to the date of this report
19. Current Year Prospects
Barring unforeseen circumstances, the Group expects continued growth in revenue and profits generated through additional business activities and product mix for the year.

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


This note is not applicable.


21.
Dividend

The directors do not recommend any dividend for the period ended 30 September 2000. 

By Order of the Board

Eng Teknologi Holdings Bhd (234669 M)

KHAW MEI CHING (MAICSA 7035984)

THUM SOOK FUN (MAICSA 7025619)

Secretaries

14 November 2000
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