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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED INCOME STATEMENTS 

FOR THE QUARTER ENDED 31 DECEMBER 2003

(THE FIGURES HAVE NOT BEEN AUDITED)
	
	INDIVIDUAL QUARTER

	CUMULATIVE QUARTER


	
	Current  

Year  

Quarter

31.12.2003

	Preceding Year Corresponding Quarter

31.12.2002
	Current  

Year  

To-date

31.12.2003
	Preceding Year Corresponding Period

31.12.2002

	
	
	RM’000

	RM’000
(Restated)

	RM’000
	RM’000
(Restated)


	1. 
	Revenue 
	469,838 
	391,398
	1,677,517 
	1,526,933



	2. 
	Operating profit
	39,853
	23,391
	148,513
	142,156

	3. 
	Interest expense 
	(1,090)
	(103)
	(1,889)
	(148)

	4. 
	Interest income
	963
	1,257
	3,043
	6,350

	5. 
	Share of profit of associates


	58
	542
	331 
	716



	6. 
	Profit before taxation
	39,784
	25,087
	149,998
	149,074

	7. 
	Tax expense
	(10,161)
	(8,580)
	(41,928)
	(45,118)

	8. 
	Profit after taxation 
	29,623
	16,507
	108,070
	103,956

	9.     

	Minority interests
	(463)
	(972)
	(2,045)

106,025
	(2,115)

	10. 
	Net profit for the period
	29,160
	15,535
	106,025
	101,841

	
	Earnings per share (sen) based on 10 

(a) Basic   

(b) Fully diluted  


	4.35

N/A


	2.32
N/A


	15.82

N/A


	15.16
N/A



	The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEETS 

AT 31 DECEMBER 2003
	
	
	(Unaudited)

As at end of current quarter 

31.12.2003
	(Audited)

As at preceding financial year end

31.12.2002

	
	
	
RM’000
	
RM’000

	
	
	
	(Restated)

	1
	Property, plant and equipment
	214,464 
	203,786

	2
	Investments in associates
	2,609
	2,274

	3
	Other investments
	1,806 
	1,806

	4
	Hire purchase receivables
	229,747 
	192,509

	5
	Deferred tax assets
	12,029 
	10,805

	6
	Product development cost
	4,584
	0

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

	
	
	465,239
	                    411,180                                          

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

	7
	Current Assets
	
	

	
	Inventories
	487,559 
	291,596

	
	Trade and other receivables
	134,181 
	135,333

	
	Hire purchase receivables
	90,364 
	73,978

	
	Other investments
	10,559 
	48,919

	
	Cash and cash equivalents
	139,646 
	120,389

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

	
	
	862,309
	
670,215

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

	8
	Current Liabilities
	
	

	
	Trade and other payables
	152,429 
	113,440

	
	Borrowings (unsecured)

	76,679 
	11,167

	
	Taxation
	11,625 
	15,872

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

	
	
	240,733
	
140,479

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

	9
	Net current assets
	621,576
	
529,736

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

	
	
	1,086,815
	
940,916

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

	
	
	
	

	10
	Share capital
	336,000 
	336,000

	11
	Reserves
	636,315
	565,397

	12
	Treasury shares
	(2,133)
	(1,842)

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

	13
	Shareholders’ funds
	970,182 
	899,555

	14
	Minority interests
	14,558 
	13,113                      

	15
	Amount due to Cagamas Berhad
	72,066 
	0

	16
	Deferred tax liabilities
	12,253 
	12,041                           

	17
	Retirement benefits
	17,756 
	16,207                       

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

	
	
	1,086,815 
	
940,916

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

	
	
	
	

	18
	Net tangible assets per share (RM)
	1.44
	
1.34

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

	The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.
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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 YEAR ENDED 31 DECEMBER 2003

(THE FIGURES HAVE NOT BEEN AUDITED)
	(RM’000)
	Share capital


	Treasury

shares


	Non- distributable

reserve
	Distributable reserve
	Total

	At 01.01.02
	336,000
	0
	1,271
	503,763
	841,034

	Prior year adjustment 

- change in accounting policy
	
	
	
	(8,802)
	(8,802)

	Restated balance
	336,000
	0
	1,271
	494,961
	832,232

	Net profit for 2002
	
	
	
	101,841
	101,841

	Repurchase of shares
	
	(1,842)
	
	
	(1,842)

	Acquisition of subsidiary
	
	
	(17)
	
	(17)

	Impairment loss for the year
	
	
	135
	
	135

	Dividends -

     2001 final

     2002 interim
	
	
	
	(19,354)

(13,440)
	(19,354)

(13,440)

	As at 31.12.02
	336,000
	(1,842)
	1,389
	564,008
	899,555

	
	
	
	
	
	

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

	Prior year adjustment 

- change in accounting policy
	
	
	
	(9,921)
	(9,921)

	Restated balance
	336,000
	(1,842)
	1,389
	564,008
	899,555

	Net profit for the period
	
	
	
	106,025
	106,025

	Repurchase of shares
	
	(291)
	
	
	(291)

	Dividends -

     2002 final

     2003 interim
	
	
	
	(21,708)

(13,399)
	(21,708)

(13,399)

	Balance as at 31.12.03
	336,000
	(2,133)
	1,389
	634,926
	970,182


The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE PERIOD ENDED 31 DECEMBER 2003

(THE FIGURES HAVE NOT BEEN AUDITED)

	 
	For the  

year ended 

31.12.2003
	For the  

year ended 

31.12.2002

	 
	(RM'000)
	(RM'000)

	
	
	(Restated)

	 
	
	

	Profit before tax
	149.998
	149,074

	Adjustments for:
	
	

	   Non-cash items
	17,139
	16,440

	   Non-operating items (which are investing/financing)
	(3,036)
	(6,374)

	 
	
	

	Operating profit before working capital changes
	164,101
	159,140

	 
	
	

	   Increase in working capital 
	(209,649)
	(95,452)

	   Other cash used (tax payment etc.) in operations
	(46,305)
	(51,293)

	 
	
	

	Net cash generated from operating activities 
	(91,853)
	12,395

	 
	
	

	Net cash used in investing activities
	9,530
	(30,440)

	 

	
	

	Net cash used in financing activities
 
	102,415
	(24,608)

	 
 
	
	

	Net decrease in cash and cash equivalents 
	20,092
	(42,653)

	 
	
	

	Cash and cash equivalents at beginning of the year
	119,554
	162,207

	Cash and cash equivalents at end of the period
	139,646
	119,554

	
	
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.
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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. Except for the adoption of MASB 25 Income Taxes and MASB 29 Employee Benefits explained in the first quarter announcement, the same accounting policies and methods of computation used in the annual financial statement for the year-ended 31.12.2002 are applied in the preparation of this interim financial statement. Comparative figures have been restated to be consistent with current year presentation and classification where appropriate. 

Further to the explanation set out in the Quarterly Report for the quarter ended 31.03.2003 relating to the accounting adjustments arising from the adoption of MASB 29, an actuarial valuation has been carried out on the retirement benefit obligation of the Group as at end of 31.12.2003 and the comparative period. At the same time the Group has also quantified the impact of accumulated compensated absences as at 31.12.2003 and the comparative period. The Group has elected to account for the above retrospectively as an adjustment to the opening balance of retained earnings under MASB 3, Net Profit or Loss for the Period, Fundamental Errors and Changes in Accounting Policies. The impact of such adjustments on the current year earnings of the group is not material. The impact of these adjustments on retained earnings is summarized as follows:










(RM’000)
Retirement benefit provision carried forward as at 31.12.02
    

   8,154

Retirement benefit obligation as at 31.12.02 per actuarial valuation


  (5,740)
Amount over provided for 






   2,414


Accumulated compensated absences as at 31.12.02, not provided for previously           (1,323)
Effect on retained earnings brought forward arising from above, an increase of   
   1,091

Cumulative cost of employee benefits under constructive obligations provided for  

in Quarterly Report for the period ended 31.03. 2003 (as per  actuarial valuation) 
(10,467)








   



  (9,376)


Less: Adjustment to Minority Interests





       245
Effect on retained earnings arising from adoption of MASB 29


  (9,131)

2.    Audit qualifications

There were no audit qualifications in the annual financial statements for the year-ended 31.12.2002. 

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 


Apart from the adjustments set out under Note 1 above, there were no unusual items that have a material effect on the assets, liabilities, equity, net income or cash flow for the period. 
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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   20 February 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 

No dividends were paid during the three months ended 31.12. 2003.  

8.  
Segmental reporting

	
	Revenue
	Profit before tax

	
	---------- 12 months ended ----------

	
	2003
	2002
	2003
	2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	1,654,457
	1,506,784
	129,447
	124,369

	Hire purchase financing
	22,978
	20,465
	21,375
	19,026

	Other operations
	3,395
	3,099
	1,784
	1,999

	
	1,680,830
	1,530,348
	152,606
	145,394

	Inter-segment elimination
	(3,313)
	(3,415)
	0
	0

	
	1,677,517
	1,526,933
	152,606
	145,394

	Unallocated expenses
	
	
	(4,093)
	(3,238)

	
	
	
	148,513
	142,156

	Interest income
	
	
	3,043
	6,350

	Interest expense
	
	
	(1,889)
	(148)

	Share of profit of associates
	
	
	331
	716

	
	
	
	149,998
	149,074


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 31.12.02. 

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

There were no changes in composition of the Group for the financial quarter ended 31.12.2003. 

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 KLSE  


1.    Review of performance
Motor vehicle registration for the fourth quarter of 2003 of 96,500 units (source: MAA) was 5% lower than that recorded in the corresponding quarter last year. For the whole year, motor vehicle registration of 405,000 units was about 7% lower than the 435,000 units recorded the previous year. 

Total Nissan and Nissan Diesel vehicle registration in 2003 increased 14% to 18,150 units due to the strong demand for the X-Trail, the face-lift Sentra and Nissan Diesel medium duty trucks. Consequently, Group revenue increased 10% to RM1.68 billion.  

Despite the volume growth, operating profit before tax in 2003 was about the same as that achieved the year before. The operating result reflects partly the general reduction in profit margins throughout 2003 as a result of higher yen exchange rate. 

Overall market share of Nissan and Nissan Diesel vehicles of about 4.5% for the year was significantly higher than the 3.7% achieved in 2002.

2.    Comparison with preceding quarter’s results

Total industry volume declined 11% to 96,500 units in the fourth quarter compared with the third  quarter as consumers await the announcement of the new duty structure for motor vehicles. However, Nissan and Nissan Diesel vehicle registration declined at a lower 8% to 4,900 units supported by sustained demand for the X-Trail and the face-lift Sentra. 

Consequently, Group revenue of RM470 million and profit of RM39.8 million declined in tandem with the lower sales volume.  

3.
Prospects for 2004

The much awaited announcement on the change in duty structure of motor vehicles was made on 31 December 2003. The new duty structure is applicable to certain classes of motor vehicles imported after 1 January 2004. Our models affected by the new duty structure are the Sentra, X-TRAIL, Cefiro and Serena. Since the buyers of these models are mainly from the upper income group, we are of the view that the higher duties, when passed on, will only have a small impact on the demand pattern. Our other models, the  Vanette, pick-ups and double- cab Frontier as well as other light and heavy trucks are, however, not affected by the duty changes. 

The introduction of the Frontier recently would allow us to participate in a market segment that Nissan has not been represented previously.  This model, together with the X-TRAIL and the face-lift Sentra is expected to contribute to a further volume growth in 2004.  Sale of Nissan Diesel trucks is expected to grow in tandem with the level of economic activities in the country in 2004. 

While the prospect for automotive sales in 2004 is expected to remain bright, profitability will depend on the speed at which cost increase as a result of higher yen and euro exchange rates could be absorbed by the market. 
Barring any significant unforeseen circumstances, the Group’s results for 2004 is expected to remain satisfactory.
4.    Comparison with profit forecast
This is not applicable to the Group.
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5.     Taxation

	
	
	Individual Quarter
	
	Cumulative Quarter

	(RM’000)
	
	31.12.03
	
	31.12.02
	
	31.12.03
	
	31.12.02

	Current year      

Prior years

Deferred tax
	
	11,899

(726)

(1,012)
	
	7,516

(28)

1,092
	
	45,529

(2,589)

(1,012)
	
	44,378

(352)

1,092

	
	
	10,161
	
	8,580
	
	41,928
	
	45,118


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 31.12.2003. 

7.
Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial quarter ended 31.12.2003. 

8.
Status of corporate proposals

The Group had made an announcement on 1 December 2003 concerning a proposed investment in automotive hire purchase business in Thailand. The project is currently still awaiting regulatory approval from the relevant Thai authorities.
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
	160
	
	
	160

	
	
	13,557
	51,519
	51,519

	      - Bank overdrafts
	
	
	
	0

	      - Short term loan
	25,000
	
	
	25,000

	Amount due to Cagamas Berhad
	72,066
	
	
	72,066

	Total borrowings
	
	
	
	148,745

	
	
	
	
	

	Comprising :
	
	
	
	

	Amount repayable within one year
	
	
	
	93,605

	Amount repayable after one year
	
	
	
	55,140

	
	
	
	
	148,745
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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 60 months 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 20 February 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
	11,248,347
	394,337
	20/02/04-08/10/04


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.


11.  Changes in Material litigation

The Company had announced on 14 July 2003 that the Company and its wholly-owned subsidiary, TC Euro Cars Sdn. Bhd. (TCEC) were served with a Writ of Summons on 11 July 2003 filed by Inokom Corporation Sdn. Bhd. and Quasar Carriage Sdn. Bhd. as plaintiffs in Kuala Lumpur High Court Civil Suit No. S 22-822-2003.  The first defendant in the suit is Renault S.A. while the Company and TCEC are the second and third defendants respectively. 
The applications by the Company and TCEC to the High Court for the suit to be struck out with costs were granted on 16 January 2004. The Plaintiffs have filed their notice of appeal.
Apart from the above, there were no other changes in  material litigation since the last annual balance sheet date.

12.  Dividend

The Board has recommended a final dividend of 10% less tax of 28% for the year ended 31 December 2003 (2002 – 9% less 28% income tax). The amount payable is RM24.12 million (2002 – RM21.7 million). 

The entitlement date and payment date for the final dividend shall be determined in due course. 
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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:







------------ 2003 ------------


Weighted average number of ordinary shares
Individual 
Cumulative


(‘000)




Quarter
Quarter


Issued ordinary shares at beginning of the period
669,972
 670,250

Effect of shares buyback during the period

       0
      (247)







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

Weighted average number of ordinary shares

669,972
 670,003








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







------------ 2002 ------------


Weighted average number of ordinary shares
Individual 
Cumulative


(‘000)




Quarter
Quarter


Issued ordinary shares at beginning of the period
671,650
 672,000

Effect of shares buyback during the period

    (865)
       (333)







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

Weighted average number of ordinary shares

670,785
 671,667







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

BY ORDER OF THE BOARD

TAN ENG GUAN

Company Secretary
Kuala Lumpur

26 February 2004
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