NOTES TO THE FINANCIAL STATEMENTS – PERIOD ENDED 31 MARCH 2001

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 for the year ended 31 December 2000.

2. Exceptional Item

There was no exceptional item.

3. Extraordinary Item

There was no extraordinary item.

4. Taxation


Current Quarter

Current Year


RM’000

RM’000

Under provision in prior year
-

-

Current year provision
875

875

Deferred Taxation
120

120

Total
995

995

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) There was no purchase or disposal of quoted securities.

(b) Investments in quoted securities as at 31 March 2001 :


RM’000

Total investment at cost
318

Total investment at carrying value
129

Total investment at market value 
129

8. Changes in The Composition

There were no changes in the composition of the Group for the reporting quarter.

9. Corporate Proposal

Digital Integrated System Sdn. Bhd (DIS)

On 2 August, 2000, the Company (ETHB) entered into a Shares Sale Agreement to acquire 265,000 ordinary shares of RM1.00 each of Digital Integrated System Sdn Bhd  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.

Subsequent to year end, both parties involved have rescinded the Shares Sale Agreement

The total amount of RM8,041,680 arising from the Recission Agreement would be repaid by Mr. Cheah Yew Keat within the year 2001.  Mr. Cheah Yew Keat would also procure the repayment of an advance of RM750,000 given by ETHB to DIS within 6 weeks from the date of the Recission Agreement.  

Mr. Cheah Yew Keat as of to date, had paid RM3,741,680. The advance of RM750,000 had also been repaid by DIS.  The balance of RM4,300,000 would be repaid in due course.

Proposed Employee Share Option Scheme and Proposed Bonus Issue 

On 27 February 2001, the Company announced the following proposal:

(a) A new Employee Share Option Scheme for eligible employees and Executive Directors of the Company and its subsidiaries: and

(b) Bonus issue of up to 26,699,346 new ordinary shares of RM1.00 each to be credited as fully paid up on the basis of one (1) new ordinary share for every two (2) existing ordinary shares held.

The application for the above Proposed Employee Share Option Scheme and Proposed Bonus Issue has been submitted to Securities Commission on 27 April 2001.

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 31/3/2001

(Unit ‘000)

Included in the total borrowings are amounts denominated in foreign currency

(Unit ‘000)


RM



USD


HKD
BAHT


PESO



Secured
10,388






Secured (Foreign Currency)
5,192

84
1,730
47,554
203


15,580

84
1,730
47,554
203









Short Term
8,967






Short Term (Foreign Currency)
1,816

84
1,730
7,554
203

Long Term
1,421






Long Term (Foreign Currency)
3,376



40,000



15,580

84
1,730
47,554
203

13.
Contingent Liabilities
The total contingent liabilities for the Company are corporate guarantees for banking facilities given to subsidiaries of RM10.6 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 
15,834
26,696
6,570
4,802
53,902
(5,783)
48,119

Profit/(Loss) before   

 tax 

   
4,317
5,208
109
(770)
8,864
(4,180)
4,684



Total  assets

  Employed 

  as at 31/3/2001 

   
160,758
74,621
26,576
13,438
275,393
(66,656)
208,737

17.       
Explanatory Comments On The Profit Before Taxation For The Current Quarter As  Compared To   The Preceding Quarter

The group profit before taxation for the reporting quarter was RM4.7 million, a drop of 49% compared to RM9.3 million in the previous quarter. This is following a drop in revenue from RM58.8 million in the 4th quarter FY 2000 to RM48.1 in this reporting quarter. Global demand for computers and peripherals has declined sharply since end of last year. The drop in revenue brought about lower capacity utilisation hence resulting in a steeper drop in profitability.

18.     
Review of The Performance of Earnings/Revenue of The Group
The drop in the revenue and profits for the quarter was the result of the sharp reversal of trend and low demand of the hard disk drive industry. This is on the back of a slowdown in the demand of personal computers and peripheral worldwide. In order to subdue the effects of the lower volume, the group has initiated cost containment exercises throughout its subsidiaries in facing this difficult market situation.

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
The prospects for the ensuing part of the year will largely depend on the on going trend of the overall personal computer market. The visibility is still very short term. It is believe the industry is experiencing a fat “u” curve, hence a slow recovery is expected. Cost containment exercise will be continuously monitored to ensure that the group remain competitive. The group’s Thailand subsidiary has managed to turn around and is expected to contribute profits now on. Barring any unforeseen circumstances, the group expects better performance in the second half of this year.

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


This note is not applicable.


21.
Dividend

There is no interim dividend proposed by the Board .

By Order of the Board

Eng Teknologi Holdings Bhd (234669 M)

KHAW MEI CHING (MAICSA 7035984)

THUM SOOK FUN (MAICSA 7025619)

Secretaries

31 May 2001
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