2

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Interim Financial Report

30 September 2005

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Condensed Consolidated Balance Sheet

As at 30 September 2005

	
	Note
	30 September

2005

RM’000
	
	31 December 2004

RM’000

	
	
	
	
	

	Property, plant and equipment
	3
	211,626
	
	188,774

	Other investments
	
	13
	
	13

	Intangible assets
	4
	88,287
	
	77,836

	Deferred tax assets
	
	3,665
	
	3,665

	Current assets
	
	
	
	

	Inventories
	5
	24,951
	
	31,328

	Trade and other receivables
	
	76,047
	
	71,077

	Tax recoverable
	
	225
	
	91

	Cash and cash equivalents
	
	31,268
	
	35,903

	
	
	132,491
	
	138,399

	Current liabilities
	
	
	
	

	Trade and other payables
	
	53,242
	
	54,836

	Borrowings
	8
	42,217
	
	33,119

	Taxation
	
	178
	
	684

	Provision for warranties
	
	270
	
	359

	Dividend payable
	
	1,474
	
	1,318

	
	
	97,381
	
	90,316

	Net current assets
	
	35,110
	
	48,083

	
	
	338,701
	
	318,371

	Financed by:
	
	
	
	

	Capital and reserves
	
	
	
	

	Share capital
	
	129,817
	
	126,755

	Reserves
	
	59,949
	
	47,197

	Shareholders’ funds
	
	189,766
	
	173,952

	Negative goodwill
	
	7,710
	
	7,710

	Minority shareholders’ interests
	
	17,002
	
	13,459

	Long term and deferred liabilities
	
	
	
	

	Borrowings
	8
	123,155
	
	122,182

	Deferred tax liabilities
	
	1,068
	
	1,068

	
	
	338,701
	
	318,371

	
	
	
	
	

	Net Tangible Assets per share (RM)
	
	0.89
	
	0.86


The condensed consolidated balance sheet should be read in conjunction with the Notes to the Interim Financial Report set out on pages 6 to 9.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Condensed Consolidated Income Statement

For the Period Ended 30 September 2005

	
	Note
	3 months ended

30 September
	
	9 months ended

30 September

	
	
	2005

RM’000
	
	2004

RM’000
	
	2005

RM’000
	
	2004

RM’000

	
	
	
	
	
	
	
	
	

	Revenue
	
	67,982
	
	70,434
	
	215,240
	
	172,060

	
	
	
	
	
	
	
	
	

	Operating profit 
	
	6,421
	
	7,538
	
	16,920
	
	18,285

	Interest expense
	
	(1,675)
	
	(1,458)
	
	(4,529)
	
	(4,352)

	Interest income
	
	43
	
	11
	
	202
	
	119

	Other income
	
	847
	
	1,017
	
	2,895
	
	1,356

	Profit before taxation
	
	5,636
	
	7,108
	
	15,488
	
	15,408

	Tax expense
	5
	(96)
	
	(78)
	
	(268)
	
	(234)

	Profit after taxation
	
	5,540
	
	7,030
	
	15,220
	
	15,174

	Minority interests 
	
	(1,048)
	
	(1,090)
	
	(3,543)
	
	(2,963)

	Net profit for the period
	
	4,492
	
	5,940
	
	11,677
	
	12,211

	
	
	
	
	
	
	
	
	

	Earnings per ordinary share (sen):
	
	
	
	
	
	
	
	

	Basic 
	
	3.68
	
	5.02
	
	9.57
	
	10.71

	Diluted
	
	2.73
	
	3.87
	
	7.11
	
	8.21


The condensed consolidated income statement should be read in conjunction with the Notes to the Interim Financial Report set out on pages 6 to 9.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Condensed Consolidated Statement of Changes in Equity

For the Period Ended 30 September 2005

	
	
	
	Distributable
	

	
	Share capital
	
	reserves
	

	
	Ordinary share
	Financial instruments*
	Non-distributable reserves
	Retained profits/ (accumulated losses)
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	At 1 January 2004
	95,395
	7,656
	45,282
	(5,550)
	142,783

	 Issuance of EPMB ICUPS
	-
	2,721
	10,885
	(11,514)
	2,092

	Conversion into ordinary shares:
	
	
	
	
	

	- EPMB ICUPS
	22,455
	(3,879)
	(15,518)
	-
	3,058

	- EPMB RCSPS
	1,728
	(299)
	(1,195)
	-
	234

	Currency translation differences
	-
	-
	64
	-
	64

	Net profit for the period


	-
	-
	-
	12,211
	12,211



	Preference dividends for EPMB      RCSPS and EPMB ICUPS
	-
	-
	-
	(628)
	(628)

	Dividends – 2003 final
	-
	-
	-
	(3,011)
	(3,011)

	At 30 September 2004
	119,578
	6,199
	39,518
	(8,492)
	156,803

	
	
	
	
	
	

	At 1 January 2005
	120,760
	5,995
	39,781
	7,416
	173,952

	Issuance of EPMB ICUPS
	-
	1,814
	7,255
	-
	9,069

	Conversion into ordinary shares:
	
	
	
	
	

	- EPMB ICUPS
	1,216
	(210)
	(840)
	-
	166

	- EPMB RCSPS 
	293
	(51)
	(202)
	-
	40

	Currency translation differences
	-
	-
	234
	-
	234

	Net profit for the period
	-
	-
	-
	11,677
	11,677

	Preference dividends:
	
	
	
	
	

	- EPMB ICUPS
	-
	-
	-
	(1,068)
	(1,068)

	- EPMB RCSPS
	-
	-
	-
	(27)
	(27)

	Dividends – 2004 final
	-
	-
	-
	(4,277)
	(4,277)

	At 30 September 2005
	122,269
	7,548
	46,228
	13,721
	189,766

	
	
	
	
	
	


* Par value of the equity components of EP Manufacturing Bhd.’s Irredeemable Convertible Unsecured Preference Shares of RM0.10 each (“EPMB ICUPS”) and EP Manufacturing Bhd.’s Redeemable Convertible Secured Preference Shares of RM0.10 each (“EPMB RCSPS”)

The condensed consolidated statement of changes in equity should be read in conjunction with the Notes to the Interim Financial Report set out on pages 6 to 9.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Condensed Consolidated Cash Flow Statement

For the Period Ended 30 September 2005

	
	9 months ended 30 September

	


	2005

RM’000
	
	2004

RM’000

	
	
	
	

	Net cash inflow / (outflow) from operating activities
	27,058
	
	(12,157)

	
	
	
	

	Net cash outflow from investing activities
	(30,627)
	
	(561)

	
	
	
	

	Purchase of property, plant and equipment

Pledged of deposits with licensed banks

Intangible costs capitalised

Proceeds from disposal of property, plant and equipment   

Interest received
	(30,867)

10 

(272)

300

202
	
	(813)

-

(28)

161

119

	
	
	
	

	Net cash (outflow) / inflow from financing activities
	(1,247)
	
	43,103

	
	
	
	

	Net (decrease) / increase in cash and cash equivalents
	(4,816)
	
	30,385

	Cash and cash equivalents at 1 January 
	22,000
	
	(1,587)

	Foreign exchange differences on opening balances
	-
	
	2

	Cash and cash equivalents at 30 September
	17,184
	
	28,800


The condensed consolidated cash flow statement should be read in conjunction with the Notes to the Interim Financial Report set out on pages 6 to 9.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Notes to the Interim Financial Report

1.
Basis of preparation

The interim financial report is unaudited and has been prepared based on the requirements of the Financial Reporting Standards (“FRS”) 134, Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities LR”).

The interim financial report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the financial year ended 31 December 2004.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2004.

2.
Audit qualifications
The audited financial statements of the Group for the financial year ended 31 December 2004 was not subject to any qualification.

3.
Property, plant and equipment

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.

4.
Intangible assets

Goodwill on consolidation amounting to RM79.2 million arising from the acquisition of PEPS-JV (M) Sdn. Bhd. (“PEPS-JV”) has been included in the intangible assets.

5.
Inventories

The valuations of inventories have been brought forward, without amendment from the previous annual report.

6.   Extraordinary items

There were no extraordinary items noted during the financial quarter.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

7. 
Change of accounting estimate

No change of accounting estimate was noted during the financial quarter.

8.
Changes in composition of the Group
Since the end of the last financial quarter, there were no changes in the composition of the Group.

9.
Seasonal or cyclical factors


The Group’s automotive business is not materially affected by seasonal or cyclical demand. Demand for the automotive business is normally higher when approaching the major festive celebrations in the country and demand is normally lower during festive period due to closure of business operations.

10.  Segment information

Segment revenue and results for business segments is not provided as the Group’s activities are predominantly in the manufacturing of automotive parts. Segment analysis by geographical segments is not provided as the activities of the Group are located principally in Malaysia.


11.
Capital commitments

	
	30 September 2005

	
	RM’000

	
	

	Property, plant and equipment
	

	
	

	Authorised but not contracted for
	-

	
	

	Contracted but not provided for in the financial statements
	20,619


12. 
Changes in contingent liabilities

As of the date of this report, there were no changes to the contingent liability of the Group. 

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)
13.  Debt and equity securities


For the current financial quarter, there was no issuance or repayment of debt and equity securities, share buy back, share cancellation, or shares held as treasury shares and resale of treasury shares except for the following:  

· From 1 January 2005 to 30 September 2005, the issued and paid-up ordinary share capital of the Company was increased from 120,760,467 ordinary shares of RM1.00 each to 122,269,004 ordinary shares of RM1.00 each arising from the conversion of 2,432,074 EPMB ICUPS and 585,000 EPMB RCSPS of RM0.10 each at an issue price of RM0.50 per EPMB ICUPS and EPMB RCSPS respectively. The conversion was by way of two (2) EPMB ICUPS or two (2) EPMB RCSPS in exchange for one (1) ordinary share of RM1.00 each. 
· On 13 May 2005, 21,000,000 EPMB ICUPS of RM0.10 each at an issue price of RM0.50 per EPMB ICUPS were allotted to Mutual Concept Sdn. Bhd. (“Mutual Concept”), in which a Director has interest, pursuant to the terms and conditions of the acquisition of PEPS-JV.


14.
Related party transactions


The Group has significant related party transactions with companies in which certain directors of the Company have interests. Related parties are those defined under FRS 124, Related Party Disclosures. Transactions with these related parties have been entered into in the normal course of business and have been established under negotiated terms.

15.  Events subsequent to the balance sheet date


Subsequent to the financial quarter ended 30 September 2005 and up to the date of this announcement:

· On 13 October 2005, 155,600 EPMB RCSPS of RM0.10 each at an issue price of RM0.50 per EPMB RCUPS were converted into 77,800 ordinary shares of RM1.00 each. 

· On 26 October 2005, 60,000 EPMB RCSPS of RM0.10 each at an issue price of RM0.50 per EPMB RCUPS were converted into 30,000 ordinary shares of RM1.00 each. 

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)
16.  Dividends

Since the end of the previous financial year, the company paid a final tax exempt dividend of 3.5% totalling RM4,276,510 in respect of the year ended 31 December 2004 on 27 September 2005.

The first interim tax-exempt dividend recommended by the Directors in respect of financial year ending 31 December 2005 will be payable on 28 November 2005.

The Board of Directors declare a second interim tax-exempt dividend of 1.5 sen per ordinary share in respect of financial year ending 31 December 2005.  The date of dividend payment will be determined at a later date.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)
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EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

Additional information required by the Bursa Securities LR

1.
Review of performance against 2004


The Group recorded total revenue of RM68.0 million for the 3 months period ended 30 September 2005 compared to RM70.4 million achieved in the corresponding period for last financial year, an decrease of 3.4%. The Group’s profit before taxation decreased by 21.1% from RM7.1 million to RM5.6 million mainly due to higher raw material and operating costs.

2.
Variation of results against preceding quarter (Quarter 3, 2005 vs. Quarter 2, 2005)


For the quarter under review, the Group’s revenue remained consistent at RM68.0 million compared to RM73.0 million in the preceding quarter. However, profit before taxation increased from RM4.4 million in the previous quarter to RM5.6 million in the current quarter, mainly attributable to the lower raw material and operating costs as compared to previous quarter.

3.
Current year prospects

The Board of Directors is of the view that the industry will remain challenging despite the increasing trend of market demand for automotive industry.

4.
Profit forecast


Not applicable as no profit forecast was published.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

5.
Tax expense

	
	3 months ended 30 September
	
	9 months ended 30 September

	
	2005

RM’000
	
	2004

RM’000
	
	2005

RM’000
	
	2004

RM’000

	
	
	
	
	
	
	
	

	Current tax expense:
	
	
	
	
	
	
	

	Malaysia – current
	96
	
	78
	
	268
	
	234

	Malaysia – prior year
	-
	
	-
	
	-
	
	-

	
	96
	
	78
	
	268
	
	234


The effective tax rate is lower than the prima-facie tax rate for the current quarter due to tax exemption under pioneer status, utilisation of unabsorbed capital allowances, tax losses and reinvestment allowances. 

6.
Quoted investments

Investments in quoted securities as at 30 September 2005 are as follows:

	
	RM’000

	
	

	Cost
	38

	
	

	Book value
	13

	
	

	Market value
	13



There were no purchases or disposals of quoted investments during the financial quarter under review.

7.
Status of corporate proposals

There are no corporate proposals were announced up to the date of this announcement.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

8.
Borrowing and debt securities


The borrowings as at 30 September 2005 are as follows:

	
	RM’000

	
	

	Current
	

	Secured
	41,816

	Unsecured
	134

	Finance lease liabilities
	267

	
	42,217

	Non-current
	

	Secured
	117,000

	Liability component:
	

	- EPMB ICUPS
	5,725

	- EPMB RCSPS
	225

	Finance lease liabilities
	205

	
	123,155

	
	

	Total
	165,372



The above borrowings are denominated in Ringgit Malaysia.

9.
Off balance sheet financial instruments


There are no off balance sheet risks as at the date of this report that might materially affect the position or business of the Group.
10.
Changes in material litigation


There is no material litigation as at the date of this report.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia)

11.  Earnings per share


(a)
Basic earnings per share

3 months ended 30 September 2005


The calculation of basic earnings per share for the quarter is based on the net profit attributable to ordinary shareholders of RM4,492,000 for the quarter ended 30 September 2005 and the weighted average number of ordinary shares outstanding during the quarter of 122,245,000.

9 months ended 30 September 2005


The calculation of basic earnings per share for the period is based on the net profit attributable to ordinary shareholders of RM11,677,000 for the period ended 30 September 2005 and the weighted average number of ordinary shares outstanding during the period of 122,085,000.


(b)
Diluted earnings per share



3 months ended 30 September 2005


The calculation of diluted earnings per share for the quarter ended 30 September 2005 is based on the net profit attributable to ordinary shareholders of RM4,530,000 for the quarter and the weighted average number of ordinary shares outstanding during the quarter of 165,936,000 calculated as follows.

                  9 months ended 30 September 2005


The calculation of diluted earnings per share for the period ended 30 September 2005 is based on the net profit attributable to ordinary shareholders of RM11,789,000 for the period and the weighted average number of ordinary shares outstanding during the period of 165,776,000 calculated as follows.

EP MANUFACTURING BHD.

(Company No. 390116-T)
(Incorporated in Malaysia) 

	
	3 months
	
	9 months

	
	Ended
	
	ended

	
	30 Sept
	
	30 Sept

	
	2005
	
	2005

	
	
	
	

	Net profit attributable to ordinary shareholders (diluted)
	
	
	

	
	RM’000
	
	RM’000

	Net profit attributable to ordinary shareholders
	4,492
	
	11,677

	After tax effect of notional interest savings
	38
	
	112

	Net profit attributable to ordinary shareholders (diluted)
	4,530
	
	11,789

	
	
	
	

	Weighted average number of ordinary shares (diluted)
	
	
	

	
	‘000
	
	‘000

	Weighted average number of ordinary shares
	122,245
	
	122,085

	Effect of EPMB ICUPS and EPMB RCSPS
	43,691
	
	43,691

	Effect of warrants
	-
	
	-

	Weighted average number of ordinary shares (diluted)
	165,936
	
	165,776

	
	
	
	


