EP MANUFACTURING BHD.

(Company No. 390116-T)

For the Financial Quarter Ended 31 March 2007


A
Explanatory Notes Pursuant to Financial Reporting Standards (“FRS”) 134

A1.
Basis of preparation

This interim financial report is unaudited and has been prepared in accordance with the applicable disclosure provisions of the Listing Requirements of The Bursa Malaysia Securities Berhad, including compliance with Financial Reporting Standard (FRS) 1342004, Interim Financial Reporting, issued by the Malaysian Accounting Standards Board (MASB), and should be read in conjunction with the Group’s annual audited financial statements for the financial year ended 31 December 2006.

A2. 
Accounting policies



The accounting policies and methods of computation followed in this interim financial report are consistent with those adopted in the most recent annual audited financial statements for the financial year ended 31 December 2006.

A3.

Audit qualifications 



The audited financial statements of the Group for the financial year ended 31 December 2006 in their report dated 30 April 2007 was not subject to any qualification.

A4.
Property, plant and equipment


(a) 
Acquisitions and disposals



During the three months ended 31 March 2007, the Group acquired items of plant and machineries with a cost of RM2,137,471 (three months ended 31 March 2006: RM nil). There is no disposal of plant and machineries for the three months period ended 31 March 2007 and the same for last year’s corresponding period.

(b) Valuation

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

A5.
Inventories

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

A6.   Unusual items due to their nature, size or incidence

There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the current quarter and financial period-to-date.

A7. 
Change of accounting estimate

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

A8.
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter.
A9.
Seasonal or cyclical factors


The business operations of the Group were not affected by any seasonal or cyclical factors.

A10.
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.

A11.
Capital commitments

	
	31.03.2007

	
	RM’000

	Property, plant and equipment
	

	
	

	Authorised but not contracted for
	-

	Contracted but not provided for in the financial statements
	12,547


A12. 
Changes in contingent liabilities

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

A13. Debt and equity securities
For the current financial quarter, there were no issuance, cancellation, repurchases, resale and repayment of debt and equity securities except for the following:-

· From 19 January 2007 to 9 February 2007, 34,000 EPMB ICUPS of RM0.10 each at an issue price of RM0.50 per EPMB ICUPS and 21,000 EPMB RCSPS of RM0.10 each at an issue price of RM0.50 per EPMB RCSPS were converted into 17,000 and 10,500 ordinary shares of RM1.00 each respectively.  

· Repurchase of shares

On 1 June 2006, the shareholders of the Company gave their approval for the Company’s plan to repurchase its own ordinary shares.  During the financial period ended 31 March 2007, the Company repurchased 1,463,100 of its issued ordinary shares from the open market at average price of RM0.59 per share.  The repurchase transactions were financed by internally generated funds and are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act, 1965.

A14.
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.

A15. Events subsequent to the balance sheet date

Subsequent to the financial quarter ended 31 March 2007 and up to the date of this announcement:

· On 11 May 2007, 11,000 EPMB ICUPS of RM0.10 each at an issue price of RM0.50 per EPMB ICUPS and 3,800 EPMB RCSPS of RM0.10 each at an issue price of RM0.50 per EPMB RCSPS were converted into 5,500 and 1,900 ordinary shares of RM1.00 each respectively.  

· On 9 May 2007, the Company announced that it’s wholly-owned subsidiary, EP Polymers Sdn Bhd had entered into a Shareholders Agreement with Teck See Plastic Sdn Bhd and Elite Simfoni Sdn Bhd to form a joint venture company.  The objective of this joint venture is to secure new automotive businesses covering both domestics and overseas market and to develop expertise as a modular system supplier for engineering plastic components.

· On 27 April 2007, the Company announced that it had entered into a sales and purchase agreement (“SPA”) with Hamidon bin Abdullah (being a related party), Ahmad Kamaruzaman bin Mohamed Baria and Anthony Buxton Dix for the acquisition of the entire issued and paid up share capital of Circle Ring Network Sdn Bhd representing 1,250,000 ordinary shares of RM1.00 each for a total cash consideration of RM38,500,000.

A16. Dividends

No interim dividend is recommended for the quarter under review.

B.
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

B1.
Review of the performance 



The Group recorded total revenue of RM44.97 million for the 3 months period ended 31 March 2007 compared to RM64.06 million achieved in the corresponding period for last financial year, a decrease of 29.80%. The Group suffered a net loss of RM5.90million in quarter 1 as compared to net profit of RM3.21million of the same corresponding quarter last year.  

B2.
Variation of results against preceding quarter (Quarter 1, 2007 vs. Quarter 4, 2006)



For the quarter under review, the Group’s revenue was RM44.97 million compared to RM53.33 million in the preceding quarter. Meanwhile, net loss registered at RM5.90million in the current quarter as compared to RM461,000 loss in the preceding quarter mainly due to lower sales.

B3.
Current year prospects



The Board of Directors is of the view that the automotive industry will still remain challenging.  The Group is confident to achieve better performance in the forth-coming quarter with the collaboration of new joint-venture to further enhance development of modular systems.  Further in view of our established R&D and our maturing infrastructure, we also hope that our association with Bosch will provide further opportunities.

B4.
Profit forecast



Not applicable as no profit forecast was published.

B5.
Tax expense

	
	3 months ended 31.03
	

	
	2007

RM’000
	
	2006

RM’000
	
	

	
	
	
	
	
	

	Current tax expense:
	
	
	
	
	

	Malaysia – current
	-
	
	(100)
	
	

	Malaysia – prior year
	444
	
	-
	
	

	
	444
	
	(100)
	
	




For the current quarter, no provision of taxation is required to be made for loss making subsidiaries.  Tax was reversed in this current year due to overprovision in prior years 

B6.
Quoted investments



Investments in quoted securities as at 31 March 2007 are as follows:

	
	RM’000

	
	

	Cost
	38

	
	

	Book value
	13

	
	

	Market value
	11




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

B7.
Status of corporate proposals



As on 9 May 2007, EP Polymers Sdn Bhd had entered into a Shareholders Agreement with Teck See Plastic Sdn Bhd and Elite Simfoni Sdn Bhd to form a joint venture company.  The objective of this joint venture is to secure new automotive businesses covering both domestics and overseas market and to develop expertise as a modular system supplier for engineering plastic components

On 27 April 2007, the Company announced that it had entered into a sales and purchase agreement (“SPA”) with Hamidon bin Abdullah (being a related party), Ahmad Kamaruzaman bin Mohamed Baria and Anthony Buxton Dix for the acquisition of the entire issued and paid up share capital of Circle Ring Network Sdn Bhd representing 1,250,000 ordinary shares of RM1.00 each for a total cash consideration of RM38,500,000.



Save as disclosed above, no other corporate proposals were announced up to the date of this announcement.

B8.
Borrowing and debt securities



The borrowings as at 31 March 2007 are as follows:

	
	RM’000

	Current
	

	Secured
	64,302

	Finance lease liabilities
	4,890

	MUNIF/ IMTN
	18,000

	
	87,192

	Non-current
	

	Liability component:


	

	- EPMB ICUPS
	5,507

	- EPMB RCSPS
	157

	Finance lease liabilities
	31,726

	MUNIF/ IMTN
	142,000

	
	179,390

	Total
	266,582




The above borrowings are denominated in Ringgit Malaysia.

B9.
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.

B10.
Changes in material litigation


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

B11. Earnings per share



(a) 
Basic earnings per share



3 months ended 31 March 2007

The calculation of basic loss per share for the quarter is based on the net loss attributable to ordinary shareholders of (RM5,898,000) for the quarter ended 31 March 2007 and the weighted average number of ordinary shares outstanding during the quarter of 163,372,000.


(b)
Diluted earnings per share



3 months ended 31 March 2007




The calculation of diluted loss per share for the quarter ended 31 March 2007 is based on the net loss attributable to ordinary shareholders of (RM5,852,000) for the quarter and the weighted average number of ordinary shares outstanding during the quarter of 164,527,000.

B11. Earnings per share (continued)

	
	BASIC
	
	DILUTED

	
	3 months 
	
	3 months

	
	ended
	
	ended

	
	31.03.2007
	
	31.03.2007

	
	
	
	

	Net loss attributable to ordinary shareholders 
	
	
	

	
	     RM’000
	
	RM’000

	Net loss attributable to ordinary shareholders
	(5,898)
	
	(5,898)

	After tax effect of notional interest savings
	44
	
	46

	Net loss attributable to ordinary shareholders
	(5,854)
	
	(5,852)

	
	
	
	

	Weighted average number of ordinary shares
	
	
	

	
	RM’000
	
	RM’000

	Issued at beginning
	      124,338
	
	124,338

	Effect of EPMB ICUPS/ and EPMB RCSPS
	40,439
	
	41,594

	Effect of shares issued during the period
	26
	
	26

	Effect of shares buy-back
	(1,431)
	
	(1,431)

	Weighted average number of ordinary shares 
	163,372
	
	164,527
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