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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED INCOME STATEMENTS 

FOR THE QUARTER ENDED 30 JUNE 2004

(THE FIGURES HAVE NOT BEEN AUDITED)

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current  

Year  

Quarter

30.06.2004
	Preceding Year Corresponding Quarter

30.06.2003
	Current  

Year  

To-date

30.06.2004
	Preceding Year Corresponding Period

30.06.2003

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	1. 
	Revenue 
	632,296
	371,026
	1,174,045
	720,910

	2. 
	Operating profit
	50,147
	35,616
	97,113
	66,623

	3. 
	Interest expense 
	(1,300)
	(271)
	(2,582)
	(376)

	4. 
	Interest income
	773
	547
	1,596
	1,620

	5. 
	Share of profit of associates


	38
	198
	460

	199


	6. 
	Profit before taxation
	49,658
	36,090
	96,587
	68,066

	7. 
	Tax expense
	(12,411)
	(10,599)
	(26,111)
	(19,911)

	8. 
	Profit after taxation 
	37,247
	25,491
	70,476
	48,155

	9. 
	Minority interests
	(1,489)
	(475)
	(2,290)
	(1,070)

	10. 
	Net profit for the period
	35,758
	25,016
	68,186
	47,085

	
	Earnings per share (sen) based on 10 

(a) Basic   

(b) Fully diluted  


	5.34
N/A


	3.73

N/A


	10.18
N/A


	7.03

N/A



	The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 30 JUNE 2004

	
	
	(Unaudited)

As at end of current quarter 

30.06.2004
	(Audited)

As at preceding financial year end

31.12.2003

	
	
	
RM’000
	
RM’000

	
	
	
	

	1.
	Property, plant and equipment
	237,738
	214,464 

	2.
	Investments in associates
	5,371
	2,609

	3.
	Other investments
	1,806
	1,806 

	4.
	Hire purchase receivables
	234,008
	229,747 

	5.
	Deferred tax assets
	12,029
	12,029 

	6.
	Product development cost
	5,307
	4,584

	   
	
	--------------
	--------------

	
	
	496,259
	465,239

	
	
	---------------
	--------------

	7.
	Current Assets
	
	

	
	Inventories
	572,465
	487,559 

	
	Trade and other receivables
	176,016
	134,181 

	
	Hire purchase receivables
	96,466
	90,364 

	
	Other investments
	43,274
	10,559 

	
	Cash and cash equivalents
	92,768
	139,646 

	
	
	--------------
	
--------------

	
	
	
980,989
	
862,309

	
	
	--------------
	
--------------

	8.
	Current Liabilities
	
	

	
	Trade and other payables
	174,118
	152,429 

	
	Borrowings (unsecured)

	115,685
	76,679 

	
	Taxation
	22,228
	11,625 

	
	
	--------------
	
--------------

	
	
	312,031
	
240,733

	
	
	--------------
	
--------------

	9.
	Net current assets
	668,958
	
621,576

	
	
	--------------
	
--------------

	
	
	1,165,217
	
1,086,815

	
	
	========
	
========

	
	
	
	

	10.
	Share capital
	336,000
	336,000 

	11.
	Reserves
	680,382
	636,315

	12.
	Treasury shares
	(2,133)
	(2,133)

	
	
	             --------------
	
--------------

	13.
	Shareholders’ funds
	1,014,249
	970,182 

	14.
	Minority interests
	16,848
	14,558 

	15.
	Amount due to Cagamas Berhad
	63,704
	72,066 

	16.
	Long term loan (unsecured)
	40,000
	0

	17.
	Deferred tax liabilities
	12,253
	12,253 

	18.
	Retirement benefits
	18,163
	17,756 

	
	
	
--------------
	
--------------

	
	
	1,165,217
	
1,086,815

	
	
	
========
	
========

	
	
	
	

	19.
	Net tangible assets per share (RM)
	1.51
	
1.44

	
	
	
========
	
========

	The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 30 JUNE 2004

(THE FIGURES HAVE NOT BEEN AUDITED)

	For the 6 months ended 30.06.04

(RM’000)


	Share capital


	Treasury

shares


	Non- distributable

reserve
	Distributable reserve
	Total

	At 01.01.04
	336,000
	(2,133)
	1,389
	634,926
	970,182

	Net profit for the period
	
	
	
	68,186
	68,186

	Dividend – 2003 final
	
	
	
	(24.119)
	(24,119)

	As at 30.06.04
	336,000
	(2,133)
	1,389
	678,993
	1,014,249

	
	
	
	
	
	

	As at 01.01.03
	336,000
	(1,842)
	1,389
	573,929
	909,476

	Prior year adjustment 

- change in accounting policy
	
	
	
	(10,264)
	(10,264)

	Restated balance
	336,000
	(1,842)
	1,389
	563,665
	899,212

	Net profit for the period
	
	
	
	47,085
	47,085

	Repurchase of shares
	
	(260)
	
	
	(260)

	Dividend – 2002 final
	
	
	
	(21,708)
	(21,708)

	Balance as at 30.06.03
	336,000
	(2,102)
	1,389
	589,042
	924,329


The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.

Page 4

[image: image4.png]





TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE PERIOD ENDED 30 JUNE 2004

(THE FIGURES HAVE NOT BEEN AUDITED)

	 
	For the 6

months ended 

30.06.2004
	For the 6 

months ended 

30.06.2003

	 
	(RM'000)
	(RM'000)

	
	
	

	 
	
	

	Profit before tax
	96,587
	68,066

	Adjustments for:
	
	

	   Non-cash items
	9,297
	6,956

	   Non-operating items (which are investing/financing)
	986
	(1,244)

	 
	
	

	Operating profit before working capital changes
	106,870
	73,778

	 
	
	

	   Increase in working capital 
	(115,417)
	(145,703)

	   Other cash used (tax payment etc.) in operations
	(16,751)
	(21,272)

	 
	
	

	Net cash generated from operating activities 
	(25,298)
	(93,197)

	 
	
	

	Net cash used in investing activities
	(68,106)
	(13,238)

	 

	
	

	Net cash used in financing activities
 
	46,526
	45,981

	 
 
	
	

	Net decrease in cash and cash equivalents 
	(46,878)
	(60,454)

	 
	
	

	Cash and cash equivalents at beginning of the year
	139,646
	119,554

	Cash and cash equivalents at end of the period
	92,768
	59,100

	
	
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2003.
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Explanatory notes as per MASB 26 


1.    Accounting policies

The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting. The same accounting policies and methods of computation used in the annual financial statement for the year-ended 31.12.2003 are applied in the preparation of this interim financial statement.

2.    Audit qualifications

There were no audit qualifications in the annual financial statements for the year-ended 31.12.2003. 

3.    Seasonal or cyclical factors

During the quarter, the business of the Group had not been affected by any significant seasonal or cyclical factors, apart from the general economic environment in which it operated. 

4.    Unusual items 



There were no unusual items that have a material effect on the assets, liabilities, equity, net income or cash flow for the period. 

5.    Material changes in estimates


There were no material changes in estimates in respect of amounts reported in prior interim periods of the current financial year or prior financial year.

6.
    Debt and equity securities


The Company commenced buying back its own shares on 17 September 2002. The last share buy back of 28,000 shares was on 2 July 2003. The cumulative total number of shares bought back as at 6 August  2004 was 2,028,000. These shares are held as treasury shares. 

There were no issuance and repayment of debt securities, share cancellation and resale of treasury shares during the period. 

7. Dividend paid 

A final dividend of 10% less tax of 28% for the year ended 31 December 2003 (2002 – 9% less 28% income tax) amounting to RM24.12 million (2002 – RM21.7 million) was paid on 18 June 2004. 

8.  
Segmental reporting

	
	Revenue
	Profit before tax

	
	---------- 6 months ended ----------

	
	2004
	2003
	2004
	2003

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	1,162,505
	709,557
	87,639
	58,138

	Hire purchase financing
	12,028
	11,312
	10,715
	10,652

	Other operations
	1,705
	1,697
	978
	966

	
	1,176,238
	722,566
	99,332
	69,756

	Inter-segment elimination
	(2,193)
	(1,656)
	0
	0

	
	1,174,045
	720,910
	99,332
	69,756

	Unallocated expenses
	
	
	(2,219)
	(3,133)

	
	
	
	97,113
	66,623

	Interest income
	
	
	1,596
	1,620

	Interest expense
	
	
	(2,582)
	(376)

	Share of profit of associates
	
	
	460
	199

	
	
	
	96,587
	68,066
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9.
Valuation of property, plant and equipment 

The valuation of property, plant and equipment were brought forward without amendment from the annual financial statements for the year-ended 31.12.03.

10.  Material subsequent event 


The Board is not aware of any material event subsequent to the end of the period reported on that have not been reflected in the financial statement for the period.

11.
Changes in composition of the Group

During the financial quarter ended 30.06.2004, five companies, wholly-owned by Edaran Tan Chong Motor Sdn Bhd, itself a wholly-owned subsidiary of the Company, were incorporated. 

These companies are:

1. Edaran Tan Chong Motor (Utara) Sdn Bhd;

2. Edaran Tan Chong Motor (Tengah) Sdn Bhd;

3. Edaran Tan Chong Motor (Selatan) Sdn Bhd;

4. Edaran Tan Chong Motor (Sarawak) Sdn Bhd; and 

5. Edaran Tan Chong Motor (Sabah) Sdn Bhd.

Each of these companies has an authorized share capital of RM100,000 divided into 100,000 shares of par value RM1.00 each and an issued and paid-up capital of RM2.00 on incorporation. 
TC Capital (Thailand) Co., Ltd. became an associate of the Group with the Company holding 50% of its initial issued and paid-up share capital of Thai Baht 50 million.


12.
Changes in contingent liabilities or contingent assets

There were no material changes in contingent liabilities or contingent assets since the last annual balance sheet date.
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Explanatory notes as per Listing Requirements of Bursa Malaysia Securities Berhad  


1.    Review of performance
Motor vehicle sales of 224,000 units (source: MAA) recorded in the first half of 2004 was about 12% higher than the 199,000 units achieved during the corresponding period last year. The cumulative current year vehicle registration figures of certain auto distributors previously not reported under MAA accounted for about 7% of this increase.  

Overall Nissan and Nissan Diesel vehicle sales during the first half of 2004 of about 11,145 units was 41% higher than the 7,900 units achieved during the same period last year due to the overwhelming response for the Frontier launched since the beginning of 2004 and the continued strong sales of our X-Trail and Sentra models. 

Revenue for the first half of 2004 of RM1,174 million was 63% higher than that achieved during the corresponding period of 2003. However, operating profit before tax for the same period  only grew at the rate of 42% to RM96.6 million partly due to the effect of higher yen exchange.

Overall market share of Nissan and Nissan Diesel vehicles for the first half year improved to 5.0% from 3.9% achieved during corresponding period of 2003.

2.    Comparison with preceding quarter’s results

Group revenue increased to RM632 million in line with higher invoiced sales volume. Operating profit before tax rose to RM49.7 million from RM46.9 million recorded in the preceding quarter.

3.
Current year prospects

For the second half of the year, demand may be affected by negative consumers’ sentiment ahead of the possible announcement by the Government of a change in the duty structure affecting the automotive industry. Aside from the above, the present demand level for our products is expected to continue into the second half. 

Barring unforeseen circumstances, the operating performance of the Group is expected to remain satisfactory.

4.    Comparison with profit forecast
This is not applicable to the Group.

5.     Taxation

	
	
	Individual Quarter
	
	Cumulative Quarter

	(RM’000)
	
	30.06.04
	
	30.06.03
	
	30.06.04
	
	30.06.03

	Current year      

Prior years

Deferred tax
	
	15,057
(2,646)
0
	
	11,290

(691)

0
	
	28,757
(2,646)

0
	
	21,154

(1,243)

0

	
	
	12,411
	
	10,599
	
	26,111
	
	19,911


The interim period income tax expense is calculated based on the estimated effective tax rate for the year. The estimated tax rate for the year is marginally higher than the statutory rate due to the non-deductibility of certain expenses for tax purpose. For interim reporting purpose, no adjustment has been made in respect of deferred tax as the impact is not expected to be material.

6.
Profits on sales of unquoted investments and/or properties


There were no sale of unquoted investments and/or properties for the financial quarter ended 30.06.2004. 

7.
Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial quarter ended 30.06.2004. 
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8.
Status of corporate proposals

In respect of the proposed investment in automotive hire purchase business in Thailand which was announced on 1 December 2003, the proposal is now completed as the Company had injected a sum of Thai Baht 25 million (equivalent to approximately RM2.4 million) for 50% of the initial share capital of TC Capital (Thailand) Co., Ltd. (TCCT). TCCT has commenced operations in June 2004.

On 21 June 2004, Commerce International Merchant Bankers Berhad announced, on behalf of the Company, its intention to undertake a securitisation exercise under a proposed programme for the issuance of up to RM600 million nominal value asset-backed medium term notes by Premium Commerce Berhad, a special purpose vehicle.  The proposal was submitted to the Securities Commission on 22 June 2004 and is currently awaiting the decision from the Securities Commission.

Apart from this, there were no corporate proposals announced but not completed as at reporting date.

9.    Group borrowings


Group borrowings as at the end of the reporting period:

	Borrowings denominated in : 
	Ringgit
	Foreign
	RM
	

	
	Malaysia
	Currency
	Equivalent
	Total

	
	(RM'000)
	(USD'000)
	(RM'000)
	(RM'000)

	Unsecured :
	
	
	
	

	      - Bills payable
	101
	
	
	101

	
	
	23,838
	90,584
	90,584

	      - Bank overdrafts
	
	
	
	0

	      - Short term loan
	25,000
	
	
	25,000

	      - Long term loan
	40,000
	
	
	40,000

	Amount due to Cagamas Berhad
	63,704
	
	
	63,704

	Total borrowings
	
	
	
	219,389

	
	
	
	
	

	Comprising :
	
	
	
	

	Amount repayable within one year
	
	
	
	133,014

	Amount repayable after one year
	
	
	
	86,375

	
	
	
	
	219,389


As explained previously, the Group had, via an intermediary financial institution, sold a portion of its hire purchase receivables to Cagamas Berhad with recourse to the Group. Under this arrangement, the Group undertakes to administer the hire purchase loans on behalf of Cagamas Berhad over a fixed term period and to buy back any loans which are regarded as defective. Amount due to Cagamas Berhad represents the outstanding balance, before financial charges, repayable to Cagamas Berhad. 

10.  Off-balance sheet financial instruments

The Group does not have any financial instrument with off balance sheet risk as at the cut-off date of 6 August 2004 apart from outstanding forward contracts on foreign currencies in relation to the Group’s purchases, the impact of which will be reflected in the operating performance of the Group.

	Currency
	Contract Amounts (‘000)
	Equivalent amount in 

Ringgit Malaysia (‘000)
	Expiry date

	Japanese Yen
	17,114,053
	588,364
	06/08/04-24/03/05


Forward foreign exchange contracts and options are entered into with licensed banks to hedge certain portion of the Group’s purchases from exchange rate movements. As the exchange rates are pre-determined under such contracts/options, the company is not exposed to any market risk. Given that the contracts/options are entered into with licensed banks, we are of the view that credit risk is minimal. Apart from a small fee payable to the banks there are no cash requirements for the forward contracts. In the case of option, a premium is built into the forward rate. 

As the forward contracts are short term in nature, no adjustment has been made at the balance sheet date to account for the difference between the contracted rate and the prevailing market rate.
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11.  Changes in Material Litigation

There were no changes in material litigation since the last quarterly announcement.

12.  Dividend

The Board has declared an interim dividend of 5% tax exempt for the year ending 31 December 2004 (2003 – 4% tax exempt) to be paid on 23 September 2004. The amount payable is RM16.75 million (2003 – RM13.40 million). 

The entitlement date for the interim dividend shall be 8 September 2004. A depositor shall qualify for entitlement to the dividend only in respect of: 

a. shares transferred into the depositor’s securities account before 4:00 p.m. on 8 September 2004 in respect of transfers; 

b. shares deposited into the depositor’s securities account before 12:30 p.m. on 6 September  2004 in respect of shares exempted from mandatory deposit; and 

c. shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis in accordance with the rules of Bursa Malaysia Securities Berhad.

13.  Earnings per share
The calculation of basic earnings per share for the periods is based on the net profit attributable to ordinary shareholders of the periods and the weighted average numbers of ordinary shares outstanding during the periods as follows:

	Weighted average number of ordinary shares

(‘000)
	--------------- 2004 -------------

	
	Individual Quarter
	Cumulative Quarter

	Issued ordinary shares at beginning of the period
	669,972
	669,972

	Effect of shares buyback during the period
	0
	0

	Weighted average number of ordinary shares

	------------

669,972

=======
	------------

669,972

=======


	Weighted average number of ordinary shares

(‘000)
	--------------- 2003 -------------

	
	Individual Quarter
	Cumulative Quarter

	Issued ordinary shares at beginning of the period
	670,000
	670,250

	Effect of shares buyback during the period
	(0)
	(217)

	Weighted average number of ordinary shares

	------------

670,000
=======
	------------

670,033

=======


BY ORDER OF THE BOARD

TAN ENG GUAN

Company Secretary

Kuala Lumpur

12 August 2004
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