 EG INDUSTRIES BERHAD

 (Company No : 222897-W)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FINANCIAL QUARTER ENDED 31st DECEMBER 2010

A.
FRS134 – Interim Financial Reporting

A1.
Accounting Policies


The interim financial report is unaudited and has been prepared in accordance with Financial Reporting Standards (“FRS”) 134, 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 2010.

The accounting policies and the methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 30 June 2010 other than the below:

	FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2010

	· FRS 7, Financial Instruments: Disclosures

	· FRS 101, Presentation of Financial Statements (revised)

	· FRS 123, Borrowing Costs (revised)

	· FRS 139, Financial Instruments: Recognition and Measurement

	· Amendments to FRS 1, First-time Adoption of Financial Reporting Standards 

	· Amendments to FRS 7, Financial Instruments: Disclosures 

	· Amendments to FRS 127, Consolidated and Separate Financial Statements: Cost of an Investment   in a Subsidiary, Jointly Controlled Entity or Associate

	· Improvements to FRSs (2009)

	· IC Interpretation 9, Reassessment of Embedded Derivatives

	· IC Interpretation 10, Interim Financial Reporting and Impairment

	· IC Interpretation 11, FRS 2 – Group and Treasury Share Transactions 

	

	FRSs, Interpretations and amendments effective for annual periods beginning on or after 1 July , 2010

	· FRS 1, First-time Adoption of Financial Reporting Standards (revised)

	· FRS 3, Business Combinations (revised)

· FRS 127, Consolidated and Separate Financial Statements (revised)

· Amendments to IC Interpretation 9, Reassessment of Embedded Derivatives


The adoption of these FRSs and interpretation is not expected to have a significant financial impact to the Group and the Company.
A2.
Audit Report

The auditors’ report of the Group’s financial statements for the year ended 30 June 2010 was not subject to any qualification.

A3.
Seasonal/Cyclical Factors

The business operations of the Group are subject to seasonal or cyclical factors that are common in the industry in which the Group operates in. 

A4.
Unusual and Exceptional Items


There were no unusual or exceptional items for the current financial quarter.

A5.
Changes in Estimates

There were no changes in estimates that have a material effect in the current financial quarter and financial year-to-date results.

A6.
Issuance of Equity or Debt Securities

There were no issuance, cancellation, repurchase and repayment of debt and equity securities for the financial quarter ended 31 December 2010. 

A7.
Dividend Paid 

There was no dividend paid for the financial quarter ended 31 December 2010.

A8.
Segmental Reporting
	Current Year to Date
	Turnover
	Profit/(Loss) before Taxation

	Segment for the Group
	RM’000
	RM’000

	EMS
	423,863
	3,027        

	2-Layer Parquet Flooring
	

1,817
	(912) 

	Others
	104                 
	(20)        

	Total
	425,784
	2,095


A9.
Valuation of Property, Plant and Equipment


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

A10.
Material Subsequent Events

There were no material subsequent events during the financial quarter under review.
A11.
Effect of Changes in Composition of the Group

There were no change in composition of the group during the financial quarter under review.
A12.
Contingent Liabilities


There were no material contingent liabilities as at the date of the interim financial statement.
B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA LISTING REQUIREMENTS
B1.
Review of Performance

	
	Current Year Quarter

31/12/2010

RM’000
	Preceding Year Quarter

31/12/2009
RM’000
	Current Year 

To Date

31/12/2010

RM’000
	Preceding Year 

To Date

31/12/2009

RM’000

	Revenue
	240,797
	160,207
	425,784
	288,926

	Profit/ (Loss) Before Tax 
	1,457
	1,304
	2,094
	1,915



The Group has recorded history high revenue of RM240.8 million and RM425.8 million for the current quarter and year to date respectively.  The incremental revenues were RM80.6 million for the current quarter and RM136.9 for the year to date respectively.  The Group recorded a pre-tax profit of RM1.5 million for the current quarter and RM 2.1 million for the year to date as compared to the pre-tax profit of RM1.3 million on the same quarter a year ago and RM1.9 million for year to date last year. 
The increase in revenue for the current quarter under review was due to the increase in sales recorded by the EMS division at Malaysia plant as well as Thailand plant. The increase in pre-tax profit was mainly due to the higher sales.

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 RM 1.45 million (sales: RM241 million) as compared to the immediate preceding quarter pre-tax profit of RM 0.65 million (sales: RM185 million).  The improvement in profit was mainly attributed to higher sales and profit recorded by EMS division at Malaysia plant.
B3.
Prospect
The Group will strive to ensure that it achieve satisfactory result by taking prudent measures and improving operational efficiency.

B4.
Variance on Forecast Profit / Shortfall in Profit Guarantee

Not applicable.
B5.
Taxation
	
	Current Year Quarter

31/12/2010

RM’000
	Preceding Year Quarter

31/12/2009

RM’000
	Current Year 

To Date

31/12/2010
RM’000
	Preceding Year 

To Date

31/12/2009

RM’000

	Current
	(53)
	(97)
	(86)
	(162)

	Deferred
	-
	-
	-
	-

	
	(53)
	(97)
	(86)
	(162)



The effective tax rate of the Group for the current quarter and year to date is lower than the statutory income tax rate mainly due to the availability of reinvestment allowance by a subsidiary and a foreign subsidiary who has been granted tax holiday.

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

There was no gain from disposal of quoted securities during the financial period under review.

B8.
Status of Uncompleted Corporate Announcement

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

B9.
Group Borrowings and Debt Securities


Total Group borrowings as at 31 December 2010 were as follows:

	
	RM’000

	(a) Secured:
	

	Term Loan
	# 2,647

	Revolving Credit
	 # 23,463

	Banker Acceptance
	# 49,763

	Bank Overdraft
	# 2,377

	Hire Purchase Payable
	# 8,835 

	Trust receipt
	# 5,215

	
	

	
	92,300

	
	

	(b) Repayment within 12 months
	85,096

	      Repayment after 12 months
	7,204

	
	92,300

	# The borrowings of RM13,666,210 were denominated in Thai Baht.


B10
Off Balance Sheet Financial Instruments
There were no off balance sheet financial instruments as at 31 December 2010.

B11.
Changes in Material Litigation


There was no material litigation as at 18th February 2011, 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 Earning Per Share – For current year to date


Earning per share of 2.80 sen for the current year to date has been computed based on the Group’s net profit for the current year to date of RM2.1 million divided by the weighted average number of ordinary shares outstanding during the current year to date of 74,947,948 as at 31st December 2010.


ii)
         Basic Earning Per Share – For preceding year corresponding period 


Earning per share of 3.61 sen for the preceding year corresponding period has been computed based on the Group’s net profit for the preceding year corresponding period of RM1.9 million divided by the weighted average number of ordinary shares outstanding during the preceding year corresponding period of 51,630,313 as at 31st December 2009.
B14.
Realised or Unrealised Profit and Losses of the Group

	
	
	Current quarter 

31.12.2010

	
	
	RM’000

	Realised profits
	
	11,743

	Unrealised profits
	
	-

	  Total retained profits
	
	11,743


BY ORDER OF THE BOARD

Tai Keik Hock

Executive Chairman

Date :  25 February 2011
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