EP MANUFACTURING BHD.

(Company No. 390116-T)

For the Period Ended 30 September 2008


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 2007.

A2. 
Changes in accounting policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2007 except for the adoption of the followings revised Financial Reporting Standards (FRSs) and new Interpretations effective for financial periods beginning on or after 1 January 2008:

	FRSs / Interpretations
	Effective date

	FRS 107, Cash Flow Statements
	1 July 2007

	FRS 112, Income Taxes
	1 July 2007

	FRS 118, Revenue
	1 July 2007

	FRS 120, Accounting for Government Grants and
1 July 2007

Disclosure of Government Assistance
	1 July 2007

	Amendment to FRS 121, The Effects of Changes in
1 July 2007
Foreign Exchange Rates - Net Investment in a Foreign

Operation
	1 July 2007

	FRS 134, Interim Financial Reporting
	1 July 2007

	FRS 137, Provisions, Contingent Liabilities and
1 July 2007

Contingent Assets
	1 July 2007

	FRS 139, Financial Instruments: Recognition and Measurement
	To be announced

	IC  IC Interpretation 1, Changes in Existing Decommissioning,Restoration andand Similar Liabilities
	1 July 2007

	IC Interpretation 2, Members’ Shares in Co-operative Entities and Similar 

Instruments
	1 July 2007

	IC Interpretation 5, Rights to Interests arising from Decommissioning, 

Restoration and Environmental Rehabilitation Funds
	1 July 2007

	IC Interpretation 6, Liabilities arising from Participating in a Specific

Market - Waste Electrical and Electronic Equipment
	1 July 2007

	IC Interpretation 7, Applying the Restatement Approach under FRS 129129,Financial Reporting in Hyperinflationary Economies
	1 July 2007

	IC Interpretation 8, Scope of FRS 2
	1 July 2007


A2.
Changes in accounting policies (continued)

The Group and the Company has not adopted FRS139 Financial Instruments:Recognition and Measurement as its effective date has been deferred.

The impact of applying FRS 139 on the financial statements upon first adoption as required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting Estimates and Errors is not disclosed by virtue of the exemption given in FRS 139.103AB.

A3.

Audit qualifications 



The audited financial statements of the Group for the financial year ended 31 December 2007 in their report dated 28 April 2008 was not subject to any qualification.

A4.
Property, plant and equipment


(a) 
Acquisitions and disposals



During the nine months ended 30 September 2008, the Group acquired items of plant and machineries with a cost of RM22,848,000 (2007:RM2,137,000). Included in property, plant and equipment were capital work-in-progress of the Group amounted to RM3,008,000 for the nine months ended 30 September 2008.

(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 information is presented in respect of the Group’s business segment:

	
	Automotive
	Water Meters
	Consolidated

	
	30 Sept 2008
	30 Sept 2007
	30 Sept 2008
	30 Sept 2007
	30 Sept 2008
	30 Sept 2007

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

	Revenue from external customers
	350,273
	202,169
	10,814
	-
	361,087
	202,169

	Segment results
	28,728
	7,967
	(3,974)
	-
	24,754
	7,967

	Unallocated expenses
	
	
	(1,189)
	(883)

	Results from operating activities
	
	
	23,565
	7,084

	Net amortization of intangible assets
	
	
	(4,893)
	-

	Finance Cost
	
	
	(11,084)
	(10.345)

	Tax expenses
	
	
	(50)
	375

	Net profit /(loss) for the period
	
	
	7,538
	(2,886)


A11.
Capital commitments

	
	30.09.2008

	
	RM’000

	Property, plant and equipment
	

	Contracted but not provided for and payable:

    Within one year
	-

	Approved but not provided for:
	

	      One year or later and no later than five years
	46,750


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.

  

The Company’s warrant 2003/2008 has expired on 3 September 2008.

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


There were no material events as at 30.09.2008 that have not been reflected in the financial statements for the current quarter and for the financial year to date.

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 RM129.76million for the quarter under review was RM45.75million higher than the RM84.01million in the preceding year’s corresponding quarter due to higher volume of car sales and Intake Air Fuel Module (IAFM) in Proton’s campro engines.


 
The Group pre tax profit for the current quarter was RM3.08million as compared to preceding year’s corresponding quarter profit of RM3.23million.

B2.
Variation of results against preceding quarter (Quarter 3, 2008 vs. Quarter 2, 2008)



For the quarter under review, the Group’s revenue was RM129.76million compared to RM120.69million in the preceding quarter.  Meanwhile, profit before tax in the current quarter registered at RM3.08million, an increase of RM218,000 as compared to the previous quarter.

B3.
Current year prospects



In view of the current global economic environment, the automotive industry remains challenging due to slowing in demand.



Going forward, the Group will continue to pursue initiative to enhance product efficiency of its operation so to mitigate any potential slow down.


 
Overall, the Board of Directors expects the performance of the remaining quarter to be satisfactory.

B4.
Profit forecast



Not applicable as no profit forecast was published.

B5.
Tax expense

	
	9 months ended 30.09

	
	2008

RM’000
	2007

RM’000

	Current tax expense:
	
	

	Malaysia – current
	(50)
	-

	Malaysia income tax- prior years
	-
	375

	
	(50)
	375


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 September 2008 are as follows:-


	
	RM’000

	Shares quoted in Malaysia, at cost
	38

	
	

	Book value of quoted shares in Malaysia
	38

	
	

	Market value of quoted shares in Malaysia
	54




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

B7.
Status of corporate proposals


There were no corporate proposals announced or not completed as at the date of this quarterly report.
B8.
Borrowing and debt securities



The borrowings as at 30 September 2008 are as follows:

	
	RM’000

	Current
	

	Trade facilities
	71,751

	Term loan
	3,891

	Finance lease liabilities
	8,051

	Overdraft
	7,130

	MUNIF/ IMTN
	27,000

	
	117,823

	
	

	Non-current
	

	MUNIF/ IMTN
	115,000

	Term loan
	14,333

	Finance lease liabilities
	18,054

	
	147,387

	Total
	265,210




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 September 2008


The calculation of basic earning per share for the quarter is based on the net profit attributable to ordinary shareholders of RM2,856,000 for the quarter ended 30 Sep 2008 and the number of ordinary shares during the quarter of 165,960,000.



9 months ended 30 September 2008


The calculation of basic earning per share for the period is based on the net profit attributable to ordinary shareholders of RM6,966,000 for the period ended 30 Sep 2008 and the number of ordinary shares during the period of 165,960,000.

	
	BASIC

3 months 
	BASIC

DILUTED

3 months
	
	

	
	3 months
	9 months
	
	

	
	ended
	ended
	
	

	
	30.09.2008
	30.09.2008
	
	

	
	     RM’000
	RM’000
	
	

	Net profit attributable to ordinary shareholders 
	2,856
	6,966
	
	

	Number of ordinary shares in issue
	165,960
	165,960
	
	

	Basic earnings per shares (sen)


	1.72
	4.20
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