STRICTLY PRIVATE & CONFIDENTIAL


NOTES TO THE FINANCIAL STATEMENTS – PERIOD ENDED 30 SEPTEMBER

 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
138

1,324

Deferred Taxation
174

86

Total
312

1,410

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  Investment and Properties

There were no sales of  unquoted shares and properties.

6. Purchase or Disposal of Quoted Securities

(a) There was no purchase of quoted securities.  There was disposal of  quoted securities for the current financial year to date (1 January 2001 to 30 September 2001):

RM’000

 
Total  disposals      


      20

              Total loss on disposals


      27

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


RM’000

Total investment at cost
270

Total investment at carrying value
100

Total investment at market value 
100

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  (ESOS)

A total of 8,009,000 shares have been approved under the ESOS. With the implementation of this ESOS, the share capital will be increased from 80,098,038 to 88,107,038. On October 23rd 2001 a total of 5.6 mil shares have been offered to the employees at the price of RM2.26 after a discount of 9.6% to the weighted average market price of the Shares based on the Daily Official List issued by the Kuala Lumpur Stock Exchange for the preceding five (5) market days
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 30/9/2001

(Unit ‘000)

Included in the total borrowings are amounts denominated in foreign currency

(Unit ‘000)


RM



USD


HKD
BAHT


PESO



Secured
10,661






Secured (Foreign Currency)
1,825


238
20,000



12,486


238
20,000










Short Term
5,676






Short Term (Foreign Currency)
1,825


238
20,000


Long Term
4,985






Long Term (Foreign Currency)








12,486


238
20,000


11.
Contingent Liabilities
The total contingent liabilities for the Company are corporate guarantees for banking facilities given to subsidiaries of RM9.0 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 
42,013
66,212
15,356
21,039
144,620
(8,170)
136,450

Profit/(Loss) before   

 tax 

   
7,682
9,756
(843)
1,003
17,598
(4,703)
12,895



Total  assets

  Employed 

  as at 30/9/2001 

   
155,890
66,443
22,200
20,728
265,261
(66,947)
198,314

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 RM 1.25 million compared to RM 7.0 million in the preceding quarter, a drop of RM5.75 million. The sharp drop in the Group profit before taxation was primarily attributed to lower revenue, inventory write offs in line with some product obsolescence, unfavourable currency fluctuations particularly the Philippine Peso and asset disposal losses incurred on plant and machinery as a result of operation rightsizing.
16.
Review Of The Performance of Earnings/Revenue Of The Group
Group revenue for the reporting quarter was at RM 40.8 million compared to RM 47.5 million in the preceding quarter, a drop of 14%. Comparing to the corresponding quarter last year the Group revenue was down by 32%. The overall market demand for the technology sector that the Group is involved in remained sluggish. Compounded with some specific customer's product strategy changes, the Group's revenue and earnings performance have been affected correspondingly.
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

On October 31, 2001, ETHB entered into agreement with 7 employees of its subsidiary, Engtek International Limited (ETIL) to purchase 600,000 shares of ETIL for cash consideration of HK815,100. The shares that were held by the employees were issued to them by ETIL through the Employees Share Scheme (ESS) as part of employees’ incentives. Now that ETHB has implemented its ESOS group wide, the ESS shares are sold to ETHB at cost to be replaced by the ETHB ESOS shares. With this ETHB would have 60% shareholding of ETIL.

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

The continuing difficult market conditions has affected the current year’s financial performance and it is significantly lower than that of last year. The management is taking various actions including intensifying marketing efforts and implementing cost rightsizing strategies. Consequently the Group expects the fourth quarter to remain profitable barring unforeseen circumstances.

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 .

.
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