EP MANUFACTURING BHD.

(Company No. 390116-T)

For the Financial Quarter Ended 30 September 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 nine months ended 30 September 2007, the Group acquired items of  plant and machineries with a cost of RM5,356,000 (nine months ended 30 Sept 2006:RM3,732,000). Items of plant and machineries with net book value of RM8,300 were disposed off during the nine month ended 30 September 2007 (nine months ended 30 September 2006:RM28,000), resulting in a gain from disposal of RM4,000 (nine months ended 30 September 2006:RM223,000).  Included in property, plant and equipment were capital work-in-progress of the Group amounted to RM42,536,000 for the nine months ended 30 September 2007.
(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

Segmental 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

	
	30.09.2007

	
	RM’000

	Property, plant and equipment
	

	
	

	Authorised but not contracted for
	-

	Contracted but not provided for in the financial statements
	31,650


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:-

· On 17 September 2007, 58,000 EPMB ICUPS of RM0.10 each and 16,000 EPMB RCSPS of RM0.10 each were converted into 29,000 and 8,000 ordinary shares of RM1.00 each respectively.  

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 30 September 2007 and up to the date of this announcement:

On 27 April 2007, the Company entered into a Sale and Purchase of Shares Agreement (“SPA”) with Hamidon Bin Abdullah (being a related party), Ahmad Kamaruzaman Bin Mohamed Baria and Anthony Buxton Dix (collectively, “the Vendors”) for the acquisition of 1,250,000 ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of Circle Ring Network Sdn Bhd for a total cash consideration of RM38,500,000 (“Proposed Acquisition”).

The shareholders of the Company had approved the Proposed Acquisition via an Extraordinary General Meeting held on 3 October 2007.
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 revenue of RM84 million for the quarter under review was 47% higher than the RM57 million in the preceding year’s corresponding quarter due to higher volume of car sales.

 
The Group pre tax profit for the current quarter was RM2.48million higher than the preceding year’s corresponding quarter under review mainly due to higher sales.

  On a year to date basis, the Group recorded revenue of RM202million and loss after tax and minority interest of RM3.36million. 

B2.
Variation of results against preceding quarter (Quarter 3, 2007 vs. Quarter 2, 2007)



For the quarter under review, the Group’s revenue was RM84 million compared to RM73 million in the preceding quarter. Meanwhile, profit before tax increased from RM67,000 in the previous quarter to RM3.23million in the current quarter, mainly due to higher sales.
B3.
Current year prospects



Although the past year was a challenging and competitive one for the automotive industries, Malaysian Automotive Association report shows that the motor vehicles industries are on the steady growth with the introduction of new Viva & Persona on and after the second half of this year. The Board of Directors is of the view that the Group performance will further improve in the coming financial period.
B4.
Profit forecast



Not applicable as no profit forecast was published.

B5.
Tax expense

	
	3 months ended 30.09
	9 months ended 30.9

	
	2007

RM’000
	2006
RM’000
	2007
RM’000
	2006

RM’000

	Current tax expense:
	
	
	
	

	Malaysia – current
	-
	(305)
	-
	(371)

	Malaysia income tax- prior years
	(38)
	(78)
	375
	(79)

	
	(38)
	(383)
	375
	(450)



No provision for taxation is required for the profit making subsidiary due to exemption under pioneer status, utilization of unabsorbed capital allowances and tax losses of previous years.
B6.
Quoted investments



Investments in quoted securities as at 30 Sept 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

On 27 April 2007, the Company entered into a Sale and Purchase of Shares Agreement (“SPA”) with Hamidon Bin Abdullah (being a related party), Ahmad Kamaruzaman Bin Mohamed Baria and Anthony Buxton Dix (collectively, “the Vendors”) for the acquisition of 1,250,000 ordinary shares of RM1.00 each representing the entire issued and paid-up share capital of Circle Ring Network Sdn Bhd for a total cash consideration of RM38,500,000 (“Proposed Acquisition”).

The shareholders of the Company had approved the Proposed Acquisition via an Extraordinary General Meeting held on 3 October 2007. 


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 30 Sept 2007 are as follows:

	
	RM’000

	Current
	

	Secured
	82,243

	Finance lease liabilities
	8,183

	MUNIF/ IMTN
	25,000

	
	115,426

	Non-current
	

	Liability component:


	

	- EPMB ICUPS
	5,502

	- EPMB RCSPS
	157

	Finance lease liabilities
	25,808

	MUNIF/ IMTN
	138,000

	
	169,467

	Total
	284,893




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 30 Sept 2007

The calculation of basic earning per share for the quarter is based on the net profit attributable to ordinary shareholders of RM2,990,000 for the quarter ended 30 Sept 2007 and the weighted average number of ordinary shares outstanding during the quarter of 163,352,000.

9 months ended 30 Sept 2007


The calculation of basic loss per share for the period is based on the net loss attributable to ordinary shareholders of RM3,227,000 for the quarter ended 30 Sept 2007 and the weighted average number of ordinary shares outstanding during the quarter of 163,352,000.

(b)
Diluted earnings per share



3 months ended 30 Sept 2007



The calculation of diluted earning per share for the quarter ended 30 Sept 2007 is based on the net profit attributable to ordinary shareholders of RM2,990,000 for the quarter and the weighted average number of ordinary shares outstanding during the quarter of 164,498,000.

9 months ended 30 Sept 2007


The calculation of basic loss per share for the period is based on the net loss attributable to ordinary shareholders of RM3,223,000 for the quarter ended 30 Sept 2007 and the weighted average number of ordinary shares outstanding during the quarter of 164,498,000.

B11. Earnings per share (continued)

	
	Basic
	Diluted

	
	3 months 
	9 months
	3 months
	9 months

	
	ended
	ended
	Ended
	ended

	
	30.09.2007
	30.09.2007
	30.09.2007
	30.09.2007

	
	
	
	
	

	Net loss attributable to ordinary shareholders 
	
	
	
	

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

	Net profit /(loss) attributable to ordinary shareholders
	2,989
	(3,362)
	2,989
	(3,362)

	After tax effect of notional interest savings
	1
	135
	1
	139

	Net profit/ (loss) attributable to ordinary shareholders
	2,990
	(3,227)
	2,990
	(3,223)

	
	
	
	

	Weighted average number of ordinary shares
	
	
	

	
	RM’000
	RM’000
	RM’000
	RM’000

	Issued at beginning
	      124,338
	124,338
	124,338
	124,338

	Effect of EPMB ICUPS/ and EPMB RCSPS
	40,404
	40,405
	41,550
	41,550

	Effect of shares issued during the period
	41
	41
	41
	41

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

	Weighted average number of ordinary shares 
	163,352
	163,352
	164,498
	164,498
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