EG INDUSTRIES BERHAD

(Previously known as EG.Com Berhad)

(Company No : 222897-W)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FINANCIAL QUARTER ENDED 31 DECEMBER 2003

A.
MASB 26 – Paragraph 16

A1.
Accounting Policies


The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Paragraph 9.22 and Appendix 9B of the Kuala Lumpur Stock Exchange (“KLSE”) Listing Requirement.


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2003.


The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted by the Group in the audited financial statements for the year ended 30 June 2003.

A2.
Audit Report

The auditors’ report of the Group’s preceding annual financial statements was not subject to any qualification.

A3.
Seasonal/Cyclical Factors

The Group’s sales were lower for the month of January to March. Higher sales were recorded from April to December.

A4.
Exceptional Item

There was no exceptional item for the financial period under review.

A5.
Changes in Estimation

There were no changes in estimates of amount reported in prior interim period of the current financial year, or changes in estimates of amounts reported in prior financial years, that have a material effect in the current financial quarter.

A6.
Issuance of Equity or Debt Securities
There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the financial quarter ended 31 December 2003 save for the following:

The issuance of 2,000,000 new EG.Com Berhad shares at RM1.00 per share on 15 October 2003 (one million shares) and 10 November 2003 (one million shares) as a result of the Proposed Special Issue.  The new shares have been listed on 27 October 2003 and 19 November 2003.

A7.
Dividend Paid 

There was no dividend paid for the financial quarter ended 31 December 2003.

A8.
Segmental Reporting

Current Year to Date

Turnover

Profit/(Loss) before Taxation


Segment for the Group

RM’000



 RM’000


Speaker Drivers & Speaker
    23,042


(1,923)




Systems


2-Layer Parquet Flooring

      5,708


    200

EMS



  263,466


 5,179



Others


                         -__       


    150             




Total


                 292,216

                3,606


A9.
Valuation of Property, Plant and Equipment


There were no valuation of property, plant and equipment during the financial quarter under review.

A10.
Material Subsequent Events

In the opinion of the Directors, no material events have arisen between the end of the reporting period and 20th February 2004, which is not earlier than 7 days from the date of issuance of this quarter report, which will substantially affect the results of the Group.

A11.
Effect of Changes in Composition of the Group

There were no change in the composition of the Group for the financial quarter under review.

A12.
Contingent Liabilities








As at


     As at






        31/12/2003

31/12/2002







          RM’000


  RM’000

Corporate guarantees given to


Financial institutions for banking


facilities given to the subsidiaries
           27,081


   29,731
B.
ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS
B1.
Review of Performance





Current Year 
Preceding Year
Current Year
Preceding Year





Quarter

Corresponding
To Date

Corresponding







Quarter



Period





31.12.2003
31.12.2002
31.12.2003
31.12.2002





(RM‘000)
(RM‘000)
(RM‘000)
(RM‘000)


Revenue


147,178

77,836

292,216

94,533


PBT/(LBT)

    2,543

     207

    3,606

  (130)


During the second quarter of the current year and also current year to date, the Group’s revenue increased by RM69.342 million and RM197.683 million from that of the corresponding quarter last year and last year year to date to RM147.178 million and RM292.216 million respectively.  The Group recorded a pre-tax profit of RM2.543 million as compared to the pre-tax profit of RM0.207 million on the same quarter last year.  For the current year to date, the Group recorded a pre-tax profit of RM3.606 million as compared to the pre-tax loss of RM0.130 million for the same period last year.


The increase in revenue and improvement in profit was mainly due to the increase in sales as a result of the better market condition. 

B2.
Material Changes in the Profit Before Taxation for the Quarter Reported On as Compared with the Immediate Preceding Quarter

For the quarter under review, the Group recorded a pre-tax profit of RM2.543 million as compared to the immediate preceding quarter pre-tax profit of RM1.063 million.  The improvement in result was mainly due to the better performance of EMS division and parquet flooring division. 

B3.
Prospect
The Directors anticipate the results for the financial year ending 30 June 2004 to be satisfactory as a result of the improving performance of the parquet flooring division and also the improvement of the Electrical and Electronics industry.

B4.
Variance on Forecast Profit / Shortfall in Profit Guarantee

Not applicable.
B5.
Taxation




Current Year          Preceding Year

Current Year
Preceding Year





    Quarter        Corresponding Quarter        
    To Date        Corresponding Period





  31/12/2003 
    31/12/2002             
  31/12/2003
  31/12/2002



     RM’000                   RM’000 

    RM’000                   RM’000

Taxation

 


- Current period
              
          38 

67

    72                                75         




          38 

67

    72     

           75                                              

The effective tax rate of the Group is lower than the statutory income tax rate due to a reinvestment allowance claimed by a subsidiary.

B6.
Profits/(Losses) on Sale of Unquoted Investments and /or Properties

There were no sales of unquoted investments or properties during the financial period under review.

B7.
Purchase or Disposal of Quoted Securities Other Than Securities in Existing Subsidiaries and Associated Company

a) During the financial period under review, the gain from disposal of quoted securities are as follows:

       RM

Total Disposal Proceeds:



463,119.31

Total Cost 





351,071.46

Gain on Disposal




112,047.85

b) Investment in quoted securities as at 31/12/03 are as follows:

       RM

Total Investment at Cost:



1,000,346.28

Total Investment at Carrying Value/Book Value

   461,046.02

(after allowance for impairment loss)


Total Investment at Market Value


   461,046.02

B8.
a)
Status of Uncompleted Corporate Announcement


There is no uncompleted corporate announcement at the date of issuance of this quarterly report. 

b) Status of utilisation of proceeds of RM3 million raised from the three million special issues of EG.Com shares at the date of issuance of this quarterly report.

The RM3 million raised from the special issues has been fully utilized as follows:








     


   RM

i) Payment of expenses in relation to the Proposed Acquisition

940,000

of SMT Technologies Sdn Bhd and Proposed Special Issues



ii) Payment for statutory and legal processing fees related to the bank
260,000

Borrowing



iii)
Repayment of bank borrowing




          1,400,000



iv)
Working capital







400,000


 Total







          3,000,000


B9.
Group Borrowings and Debt Securities


Total Group borrowing as at 31 December 2003 were as follows:









RM’000

(a) Secured :

Term Loan





  3,905

 

Revolving credit




10,297

Bankers Acceptance



16,340

Bank Overdraft




14,776

Letter of Credit




     346








45,664


(b) Repayment within 12 months


36,366


            
      Repayment after 12 months



  9,298








45,664

B10
Off Balance Sheet Financial Instruments
There were no off balance sheet financial instruments as at 31 December 2003.

B11.
Changes in Material Litigation


Save as disclosed below, there were no changes in material litigation since the last annual balance sheet date ie. 30/06/03 up to 20th February 2004, being a date not earlier than 7 days from the date of issue of this quarterly report.


(a)
In the matter of DESB vs. Tenaga Nasional Berhad (Guaman No. 22-198-1995), DESB has initiated the aforesaid suit against Tenaga Nasional Berhad (“TNB”) in 1995 for 2 bills issued for RM247,943.27 and RM2,000, respectively, being special bills for electricity allegedly stolen by DESB.  The aforesaid amount was paid under protest by DESB to prevent any disruption or conflict with TNB. The matter has proceeded to full trial whereby DESB is seeking a declaration that TNB is not entitled to issue and demand payment of the 2 bills and an injunction to restrain TNB from disconnecting the electricity supply to DESB's factory.  The Solicitor is of the opinion that DESB’s chances of winning the case is better than average.  In the worst scenario, i.e., should TNB succeed and the Court awards costs to TNB., then DESB would have to bear additional expenses in taxed legal costs estimated to be in the region of RM50,000.00.  The above matter has now been transferred to Kuala Lumpur High Court as the judge Y.A. Dato’ Tee Ah Sing has been transferred to Kuala Lumpur High Court.  DESB is now waiting for the Court to fix the Hearing date. 

(b) In the matter of Dynamic Electronics vs. YKS Resources Sdn Bhd (Summons No. 22-155-1998), Dynamic Electronics initiated a claim amounting to US323,486.36 against YKS Resources Sdn Bhd (“YKS”) in 1998 for failure of YKS to pay for goods supplied by Dynamic Electronics to YKS. YKS had filed a counterclaim of RM1,023,805.90 for freight charges and RM6,324,000.00 for general damages and for loss of reputation.  The solicitors of Dynamic Electronics is of the opinion that Dynamic Electronics has good prospects of succeeding in this case as Dynamic Electronics has documentary proof of the amount claimed for goods supplied and  YKS did not substantiate this claim with any documentary proof that it has suffered actual loss and its claim for loss of reputation is remote. The matter has been fixed for hearing on 28th and 29th June 2004.

B12.
Dividend

The Board of Directors does not recommend any dividend for the current financial quarter.

B13.
Earnings Per Share
i) Basic Earnings Per Share


Earnings per share of 7.23 sen for the current year to date has been computed based on the Group’s net profit for the current year to date of RM3.502 million divided by the weighted average number of ordinary shares outstanding during the current year to date of 48,440,415 as at 31 December 2003.



Computation of Denominator

Share Capital as at 1/7/2003:



47,011,067



Issue of Shares as at 21 August 2003:


  1,000,000



Issue of Shares as at 15 October 2003:


  1,000,000



Issue of Shares as at 10 November 2003:


  1,000,000



Share Capital as at 31/12/03:



50,011,067



Weighted Average number of shares as at 31/12/03:
48,440,415

(133 days / 184 days x 1,000,000)+(78 days / 184 days x 1,000,000) + 

(52 days / 184 days x 1,000,000) + 47,011,067 = 48,440,415

ii) Fully Diluted Earnings Per Share

Not Applicable.

WHERE

A denotes requirements of MASB 26

B denotes requirement of KLSE LR

BY ORDER OF THE BOARD

Tai Keik Hock

Chairman/Managing Director

Sungai Petani

Date :  27 February 2004

