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 30 JUNE 2004

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 Bursa Malaysia Securities Berhad (“Bursa Malaysia”) Listing Requirement (“LR”).


The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 30 June 2003 except for the adoption of MASB 29-Employee Benefits.


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 except for the adoption of MASB 29-Employee Benefits.

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 April to June. Higher sales were recorded from July to March.

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 30 June 2004.

A7.
Dividend Paid 

There was no dividend paid for the financial quarter ended 30 June 2004.

A8.
Segmental Reporting

Current Year to Date

Turnover

Profit/(Loss) before Taxation


Segment for the Group

RM’000



 RM’000


Speaker Drivers & Systems
    44,323


(6,067)

EMS



  385,727


  7,175

2-Layer Parquet Flooring

    12,185


     224

EG                                                               29                                              (155)

Others                                                                                                            (  44)

                                                              442,264                                           1,133

Consolidation Adjustments

Gain on disposal of subsidiaries                                                                   13,375

Reserve on consolidation –amortisation                                                            195

Amortisation of goodwill                                                                                 (634)

                                                                                                                       14,069

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 23rd August 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

As a result of the Disposal of Dai-Ichi Electronics (M) Sdn Bhd and Dynamic Electronics (M) Sdn Bhd on 29 June 2004 and Disposal of Mastimber Door & Furniture Industries Sdn Bhd on 14 June 2004, the composition of the Group now becomes:

1.
SMT Technologies Sdn Bhd



100% owned

2.
Mastimber Industries Sdn Bhd


84% owned

Subsidiary of SMT Technologies Sdn Bhd

1.
Glisten Knight Sdn Bhd



100% owned

A12.
Contingent Liabilities                Group                                               Company                                     






30 June 2004                                     30 June 2004



               
      RM ‘000                                             RM ‘000 
    


                            

Corporate guarantees given to                            


Financial institutions for banking          


facilities given        

             - to subsidiaries/holding co                      -                                                 11,304

             - to company with common directors   15,721                                           15,721

                                                                           15,721                                            27,025
                                                                     Group                                              Company

                                                               30  June 2003                                         30 June 2003

                                                                 RM ‘000                                                 RM’000

              Corporate guarantees given to 

               Financial institutions for banking       -                                                      -

               f acilities given

-to subsidiaries/holding co




           30,093

               -to company with common directors    -                                                     -                        

                                                                             -                                                  30,093
B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING REQUIREMENTS
B1.
Review of Performance





Current Year 
Preceding Year
Current Year
Preceding Year





Quarter

Corresponding
To Date

Corresponding







Quarter



Period





30.06.2004
30.06.2003
30.06.2004
30.06.2003





(RM‘000)
(RM‘000)
(RM‘000)
(RM‘000)


Revenue


   27,088

    86,767
442,264

200,467


PBT/(LBT)

     8,919

   (3,013)
  14,069

  (3,735)


During the fourth quarter of the current year and also current year to date, the Group’s revenue decreased by RM59.679 million and increased by RM241.797 million from that of the corresponding quarter last year and last year year to date to RM27.088 million and RM442.264 million respectively.  The Group recorded a pre-tax profit of RM8.919 million as compared to the pre-tax loss of RM3.013 million on the same quarter last year.  For the current year to date, the Group recorded a pre-tax profit of RM14.069 million as compared to the pre-tax loss of RM3.735 million for the same period last year.


The decrease in revenue for the current quarter under review was due to a lower sales recorded by EMS division because of the change of business model from turnkey to consignment basis in which only the contribution is recorded as sales without the material cost. The increase in profit was mainly due to the disposal of subsidiaries – Dai-Ichi Electronics (M) Sdn Bhd , Dynamic Electronics (M) Sdn Bhd.and Mastimber Door & Furniture Industries Sdn Bhd.

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 RM8.919 million as compared to the immediate preceding quarter pre-tax profit of RM1.544 million.  The increase in profit was mainly due to the disposal of subsidiaries – Dai-Ichi Electronics (M) Sdn Bhd , Dynamic Electronics (M) Sdn Bhd. and Mastimber Door & Furniture Indusries Sdn Bhd.

B3.
Prospect
Not applicable.

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





  30/06/2004 
    30/06/2003             
  30/06/2004
  30/06/2003



     RM’000                   RM’000 

    RM’000               RM’000

         Taxation

          Current                                           925                         104                                      754                             284

          Deferred
                                                                                                                (6)                               (7)
                                                                                                                                748                          277

       Under provision in prior year      

        -income tax                                  -                           -                                     281                           -

                                                            925                      104                                1,029                       277


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

The profits on sales of unquoted investments during the financial period under review are as follows:

1. Profit from disposal of Dai-Ichi Electronics (M) Sdn Bhd is RM11,222,117

2. Profit from disposal of Dynamic Electronics (M) Sdn Bhd is RM1,876,210

3. Profit from disposal of Mastimber Door and Furniture Industries Sdn Bhd is RM44,748 

Total Gain from the above disposal is RM13,143,075

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:



  10,719.88

Total Cost 





                0

Gain on Disposal




  10,719.88

b) Investment in quoted securities as at 30/06/04 are as follows:

       RM

Total Investment at Cost:



   655,747.79

Total Investment at Carrying Value/Book Value

   164,237.50

(After allowance for impairment loss)


Total Investment at Market Value


   252,490.44

B8.
Status of Uncompleted Corporate Announcement


The followings are the uncompleted corporate announcements at the date of issuance of this quarterly report. 

1. Alliance Merchant Bank Berhad had made the announcement on 20 April 2004 on behalf of EG of the following proposals:

(i)
Proposed private placement of up to 10% of the issued and paid-up share capital of EG or up to a maximum of 5,001,100 new ordinary shares of RM1.00 each in EG; and

(ii) Proposed renounceable rights issue of up to a maximum of RM27,506,084 nominal value of 5-year 5% irredeemable convertible unsecured loan stocks 2004/2009 (“ICULS”) at 100% of its nominal value together with a maximum of 18,337,389 detachable new warrants (“New Warrants”) on the basis of RM3.00 nominal value of ICULS with two (2) New Warrants for every six (6) existing shares held in EG at a date to be determined later.

(iii) Proposed establishment of an Employee Share Option Scheme

The application had been made to the relevant authorities and is pending approval.

B9.
Group Borrowings and Debt Securities


Total Group borrowing as at 30 June 2004 were as follows:









RM’000

(a) Secured :

Term Loan





15,767

 

Revolving credit




  9,000

Bankers Acceptance



     385

Bank Overdraft




     459

Hire Purchase Payable



       47







25,658


(b) Repayment within 12 months


16,889


            
      Repayment after 12 months



  8,769








25,658

B10
Off Balance Sheet Financial Instruments
There were no off balance sheet financial instruments as at 30 June 2004.

B11.
Changes in Material Litigation


There were no material litigation as at 23rd August 2004, a date not earlier than 7 days from the date of issue of this quarterly report.

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 – For current year to date


Earnings per share of 26.49 sen for the current year to date has been computed based on the Group’s net profit for the current year to date of RM13,039 million divided by the weighted average number of ordinary shares outstanding during the current year to date of 49,221,450 as at 30 June 2004.



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 30/06/04:



50,011,067



Weighted Average number of shares as at 30/06/04:
49,221,450

(315 days / 366 days x 1,000,000)+(260 days / 366 days x 1,000,000) + 

(234 days / 366 days x 1,000,000) + 47,011,067 = 49,221,450

Basic Earnings Per Share – For preceding year corresponding period


Earnings per share of –10.34 sen for the preceding year corresponding period ended 30 June 2003 has been computed based on the Group’s net loss for the preceding year corresponding period of RM4.003 million divided by the weighted average number of ordinary shares outstanding during the preceding year corresponding period of 38,002,058 at 30 June 2003.


Computation of Denominator

Share Capital as at 1/7/2002:



19,984,040



Issue of Shares as at 21 October 2002:


27,027,027



Share Capital as at 30/06/03:



47,011,067



Weighted Average number of shares as at 30/06/03:
38,002,058

(243 days / 365 days x 27,027,027) + 19,984,040 = 38,002,058

WHERE

A denotes requirements of MASB 26

B denotes requirement of BURSA MALAYSIA LR

BY ORDER OF THE BOARD

Tai Keik Hock

Chairman/Managing Director

EG Industries Berhad

Date :  30 August 2004

