
NOTES TO THE FINANCIAL STATEMENTS – PERIOD ENDED 30 JUNE 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 for the current quarter and financial year to date.

3. Extraordinary Item

There was no extraordinary item for the current quarter  and financial year to date.

4. Taxation


Current Quarter

Current Year


RM’000

RM’000

Under provision in prior year
-

-

Current year provision
311

1,186

Deferred Taxation
(208)

(88)

Total
103

1,098

The effective tax rate on the Group’s profit is lower than the statutory tax rate applicable due  principally to tax incentive enjoyed by certain subsidiaries under the Income Tax Act, 1967.

5. Sales of Unquoted Shares and Properties

There were no sales of unquoted shares and properties.

6. Purchase or Disposal of Quoted Securities

(a) There was no purchase or disposal of quoted securities.

(b) Investments in quoted securities as at 30 June 2001 :


RM’000

Total investment at cost
318

Total investment at carrying value
118

Total investment at market value 
118

7. Changes in The Composition

There were no changes in the composition of the Group for the reporting quarter and financial year to date

8.
 Corporate Proposal
Employee Stock Option Scheme and Bonus Issue

The following corporate proposals were approved by the Securities Commission on 26 June  2001:-

1) A new Employee Stock Option Scheme for eligible employees and Executive Directors of the Company and its subsidiaries; and

2) 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.

These proposals were subsequently approved by the shareholders at an Extraordinary General Meeting convened on 9 August, 2001. 

9.
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.

10.
Borrowings And Debt Securities

Total borrowings as at 30/6/2001

(Unit ‘000)

Included in the total borrowings are amounts denominated in foreign currency

(Unit ‘000)


RM



USD


HKD
BAHT


PESO



Secured
8,090






Secured (Foreign Currency)
3,930

21
992
40,000
175


12,020

21
992
40,000
175









Short Term
6,485






Short Term (Foreign Currency)
2,085

21
992
18,000
175

Long Term
1,605






Long Term (Foreign Currency)
1,845



22,000



12,020

21
992
40,000
175

11.
Contingent Liabilities
The total contingent liabilities for the Company are corporate guarantees for banking facilities given to subsidiaries of RM8.5 million.

12.
Financial Instruments With Off Balance Sheet Risk

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

13.
Material Litigation
There was no pending litigation.

14.
Segmental Analysis
RM’000


Malaysia
Philip-pines
China/

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

Turnover 
29,551
50,085
11,610
11,337
102,583
(6,959)
95,624

Profit/(Loss) before   

 tax 

   
5,862
10,180
80
(35)
16,087
(4,442)
11,645



Total  assets

  Employed 

  as at 30/6/2001 

   
159,960
69,541
23,628
15,017
268,146
(64,631)
203,515

15. 
Explanatory Comments On The Profit Before Taxation For The Quarter As Compared To The     Preceding Quarter

The Group profit before taxation for this reporting quarter was at RM 7.0m, up 49% as compared to RM 4.7m in Quarter 1, 2001. This was commendable improvement amidst flat revenue growth , while the global demand for the group's products and services remained sluggish.The improved profitability was primarily due to  additional profit contributions from the group's Thailand subsidiary, various cost containment measures implemented, and in addition, the effects of foreign exchange gains from its overseas subsidiaries.

16.
Review Of The Performance of Earnings/Revenue Of The Group
Group revenue remained flat at RM47.5m as compared with previous quarter, while as compared to the corresponding quarter of preceding year  there was a 24% decline. The overall demand from the sectors where the Group is involved in, namely the computer data storage and hard disk drives, the semiconductor industry and other engineering industries have not shown signs of improvement whereas there are trends indicating further decline for quarters to come. To mitigate the slowdown effects, the Group has curtailed capex spending and will continue to further contain costs, while increasing marketing efforts regionally to further enhance its capacity utilisation.

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.

17. Material  Subsequent Event

There was no material event subsequent to the end of the period reported on that have not been reflected in the financial statements for the said period.

18. Seasonality or Cyclical Operations

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

19.
Current Year Prospects
As the global technology product demand remains weak and  has not shown major signs of recovery, compounded with the recently announced exit from the desk top hard disk drive production by one of  the Group's key customers – Fujitsu Limited, it is anticipated that the revenue and earnings of the Group for the ensuing periods and hence for the year will be impacted significantly and  may perform below forecasted expectation.

Fujitsu on August 20, 2001 announced, that as part of their group wide structural reform, their hard disk drive (HDD) sector for desk top computers would cease operations in Philippines, Thailand and Vietnam. As Eng Group of Companies in Philippines and Thailand are substantial suppliers to Fujitsu in those locations, it is envisaged that business would be materially affected as a result of this. The operation of hard disk drive for server (high end) and mobile models would however be continued by Fujitsu.

However the management is confident that with the immediate implementation of cost reduction exercise and intensifying efforts on marketing, the Group, barring unforeseen circumstances, will remain profitable during the 2nd half of FY2001.
The Group is confident that, with its sound financial position, minimal inventory exposure, cost reduction plans and intensified management efforts to maximise revenue sources, it will return to profit growth once the demand trend is reversed and improved.
20.
Explanatory Notes on Variance of Actual Profit from Forecast Profit and Shortfall in Profit Guarantee


This note is not applicable for current quarter.


21.
Dividend

There is no interim dividend proposed by the Board .

22.
Financial Assistance
There was no financial assistance provided within the Group for this reporting quarter.

By Order of the Board

Eng Teknologi Holdings Bhd (234669 M)

THUM SOOK FUN (MAICSA 7025619)

KHAW MEI CHING (MAICSA 7035984)
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