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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 2007
	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current  

Year  

Quarter

31.12.2007
	Preceding Year Corresponding Quarter

31.12.2006
	(Unaudited)
Current  

Year  

To-date

31.12.2007
	(Audited)
Preceding Year Corresponding Period

31.12.2006

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Revenue 
	441,819
	432,558
	1,863,177
	2,109,039

	
	Operating profit
	37,126
	11,665
	133,032
	99,634

	
	Interest expense 
	(5,328)
	(4,797)
	(18,704)
	(20,768)

	
	Interest income
	2,673
	3,255
	8,023
	5,843

	
	Share of (loss)/profit of associates
	(430)
	 112
	723
	1,247

	
	Profit before taxation
	34,041
	10,235
	123,074
	85,956

	
	Tax expense
	(2,192)
	(5,759)
	(22,934)
	(24,871)

	
	Profit for the period 
	31,849
	4,476
	100,140
	61,085

	
	Attributable to:
	
	
	
	

	
	Equity holders of the Company
	31,921
	4,306
	99,568
	59,968

	
	Minority interest
	(72)
	170
	572
	1,117

	
	
	31,849
	4,476
	100,140
	61,085

	
	Earnings per share (sen) 

(a) Basic                                                                                                                                                                 

(b) Fully diluted  


	4.78
N/A
	0.64
N/A
	14.91
N/A
	                    9.00
N/A

	The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2006.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 31 DECEMBER 2007
	
	(Unaudited)
As at end of current quarter 

31.12.2007
	(Audited)
As at preceding financial year end

31.12.2006

	
	RM’000
	RM’000

	
	

	(Restated)

	ASSETS
	
	

	Non-current assets
	
	

	Property, plant and equipment
	514,689
	375,782

	Prepaid lease payments
	67,117
	73,750

	Investment properties
	10,803
	10,913

	Investments in associates
	17,824
	17,100

	Other investments
	5,806
	5,806

	Hire purchase receivables
	116,686
	157,281

	Long term receivables
	4,322
	2,138

	Product development cost
	-
	3,545

	Deferred tax assets
	11,189
	9,042

	
	748,436
	655,357

	
	
	

	Current assets
	
	

	Other investments
	220,749
	185,746

	Hire purchase receivables
	56,523
	70,178

	Trade and other receivables
	251,206
	242,972

	Tax recoverable
	8,985
	21,638

	Inventories
	583,270
	621,538

	Cash and cash equivalents
	81,947
	133,187

	
	1,202,680
	1,275,259

	
	
	

	TOTAL ASSETS
	1,951,116
	1,930,616

	
	
	

	EQUITIES AND LIABILITIES
	
	

	Equity 
	
	

	Share capital
	336,000
	336,000 

	Reserves
	902,160
	831,460

	Treasury shares
	(5,561)
	(4,090)

	Total equity attributable to shareholders of the Company
	1,232,599
	1,163,370 

	Minority interest
	3,743
	18,995 

	Total equity
	1,236,342
	1,182,365    

	
	
	

	Non-current liabilities
	
	

	Deferred tax liabilities
	20,524
	18,730 

	Borrowings
	300,524
	340,667 

	Employee benefits
	18,415
	17,604 

	
	339,463
	377,001

	Current liabilities
	
	

	Trade and other payables
	220,327
	149,613 

	Borrowings
	153,614
	220,541 

	Taxation
	1,370
	1,096 

	
	375,311
	371,250

	
	
	

	Total liabilities
	714,774
	748,251

	
	
	

	TOTAL EQUITY AND LIABILITIES
	1,951,116
	1,930,616

	
	
	

	Net  assets per share attributable to shareholders of the Company (RM)
	1.85
	1.74

	The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2006.
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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 31 DECEMBER 2007

	
	|---------    Attributable to Equity Holders of the Parent    ---------|
	Minority Interest
	Total Equity

	
	
	|---Non-Distributable---|
	
	
	
	

	
	Share capital
	Treasury

shares
	Other

reserves
	Distributable reserves
	Total
	
	

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

	
	
	
	
	
	
	
	

	At 01.01.06
	336,000
	(2,133)
	23
	812,302
	1,146,192
	18,567
	1,164,759

	Purchase of treasury shares
	-
	(1,957)
	-
	-
	(1,957)
	-
	(1,957)

	Acquisition of subsidiary
	-
	-
	-
	-
	-
	75
	75

	Additional shares subscribed by minority interest
	-
	-
	-
	-
	-
	100
	100

	Net profit for the period
	-
	-
	-
	59,968
	59,968
	1,117
	61,085

	Dividends - 2005 Final
	-
	-
	-
	(24,106)
	(24,106)
	-
	(24,106)

	                  - 2006 Interim
	-
	-
	-
	(16,727)
	(16,727)
	(864)
	(17,591)

	At 31.12.06
	336,000
	(4,090)
	23
	831,437
	1,163,370
	18,995
	1,182,365

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	At 01.01.07
	336,000
	(4,090)
	23
	831,437
	1,163,370
	18,995
	1,182,365

	Purchase of treasury shares
	-
	(1,471)
	-
	-
	(1,471)
	-
	(1,471)

	Foreign exchange  

  translation differences
	-
	-
	10
	-
	10
	-
	10

	Net profit for the period
	-
	-
	-
	99,568
	99,568
	572
	100,140

	Investment in subsidiaries

   by minority shareholders
	-
	-
	-
	-
	-
	1,276
	1,276

	Dividends - 2006 Final
	-
	-
	-
	(12,192)
	(12,192)
	-
	(12,192)

	                  - 2007 Interim
	-
	-
	-
	(16,686)
	(16,686)
	(17,100)
	(33,786)

	At 31.12.07
	336,000
	(5,561)
	33
	902,127
	1,232,599
	3,743
	1,236,342

	
	
	
	
	
	
	
	


The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2006.

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 31 DECEMBER 2007
	
	(Unaudited)

For the 12
months ended 

31.12.2007
	(Audited)

For the 12
months ended 

31.12.2006

	 
	(RM'000)
	(RM'000)

	 
	
	

	Profit before tax
	123,074
	85,956

	Adjustments for:
	
	

	   Non-cash items
	34,221
	27,938

	   Non-operating items (which are investing/financing)
	9,219
	14,144

	 
	
	

	Operating profit before working capital changes
	166,514
	128,038

	 
	
	

	   Decrease  in working capital 
	152,814
	363,864

	   Other cash used (tax payment etc.) in operations
	(21,942)
	(54,147)

	 
	
	

	Net cash generated from operating activities 
	297,386
	437,755

	 
	
	

	Net cash used in investing activities
	(194,107)
	(288,838)

	 

	
	

	Net cash used in financing activities
 
	(154,519)
	(257,656)

	
	
	

	Net decrease in cash and cash equivalents 
	(51,240)
	(108,739)

	 
	
	

	Cash and cash equivalents at beginning of the year
	133,187
	241,926

	Cash and cash equivalents at end of the period
	81,947
	133,187

	
	
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2006. 
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Explanatory notes as per FRS134 Interim Financial Reporting 


1.    Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2006.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2006.

2.
Changes in Accounting Policies


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2006 except for:

a) the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial periods beginning on or after 1 October 2006:


FRS 117

Leases


FRS 124

Related Party Disclosures


Amendment to FRS 1192004
Employee Benefits – Actuarial Gains and Losses, Group Plans and Disclosures


b)
early adoption of FRS 112 Income Taxes which only becomes operative for financial periods beginning on or after 1 July 2007. 




The adoption of FRS 124 and Amendment to FRS 1192004 does not have significant financial impact on the Group.  The effect of the changes in accounting policy resulting from the adoption of FRS 117 and FRS 112 are as follows:

( i ) FRS 117 - Leases

Prior to 1 January 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost or valuation less accumulated depreciation and impairment losses.  The adoption of FRS 117 does not impact the prior year financial statements, other than the reclassification of the leasehold land previously under property, plant and equipment to prepaid lease payments. The comparative figures have been restated accordingly as follows: 

	
	As previously reported
	Effects of reclassification
	As restated

	
	RM’000
	RM’000
	RM’000

	
	
	
	

	Property, plant and equipment
	449,532
	(73,750)
	375,782

	Prepaid lease payments
	-
	73,750
	  73,750

	
	
	
	


(ii)
FRS 112 Income Taxes

Prior to 1 July 2007 and the revision of FRS 1122004, Reinvestment Allowances (RA) are treated as forming part of the tax base of the qualifying assets acquired. Deferred tax assets in respect of the unutilised RA are not recognised in the financial statements due to the carrying amount of the qualifying asset being less than its tax base on initial recognition. Following the revision in FRS 1122004, entities with unutilised RA will have to recognise deferred tax assets on such unutilised RA to the extent that it is probable that future taxable profit will be available against which the unutilised RA can be utilised. The early adoption of FRS 112 facilitated the utilisation of RA to offset against the taxable income and consequently a reduction in tax expense of RM11 million for the year but has no impact to the prior year financial statements as there was no unutilised RA as at 31 December 2006.      
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3.    Audit qualifications

There were no audit qualifications in the annual financial statements for the year ended 31 December 2006. 

4.    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. 

5.    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. 

6.    Material changes in estimates

There were no material changes in estimates in respect of amounts reported in prior financial year.

7.
    Debt and equity securities 

During the current financial quarter, the Company bought back 1,000 units of its own shares through the open market at RM2.22 per share. The total consideration paid for the repurchase including transaction costs was RM2,237 and this was financed by internally generated funds.  The cumulative total number of shares bought back at the end of the financial quarter was 4,617,000.  

The shares bought back are being held as treasury shares in accordance with Section 67A of the Companies Act 1965. 

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

8.    Dividend paid 

No dividends were paid during the quarter ended 31 December 2007.
9.
Segmental reporting
	
	Revenue
	Profit before tax

	
	---------- 12 months ended 31 December ----------

	
	2007
	2006
	2007
	2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	1,848,509
	2,094,000
	127,680
	98,436

	Financial services
	13,564
	16,477
	9,592
	10,619

	Other operations
	5,272
	3,704
	4,011
	2,647

	
	1,867,345
	2,114,181
	141,283
	111,702

	Inter-segment elimination
	(4,168)
	(5,142)
	-
	-

	
	1,863,177
	2,109,039
	141,283
	111,702

	Unallocated expenses
	
	
	(8,251)
	(12,068)

	
	
	
	133,032
	99,634

	Interest income
	
	
	8,023
	5,843

	Interest expense
	
	
	(18,704)
	(20,768)

	Share of profit of associates
	
	
	723
	1,247

	
	
	
	123,074
	85,956


10.
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 December 2006.
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11.  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.

12.
Changes in composition of the Group

The Group has incorporated a new subsidiary with the name of TC Metropolitan Sdn Bhd (“TC Metro”) under the Companies Act, 1965 on 7 December 2007 to carry on the business of property investment holding.

TC Metro has an authorized capital of RM100,000/- made up of 100,000 ordinary shares of RM1/-  each and an issued and paid-up capital of RM2/-.  It is a wholly-owned subsidiary of TC Heritage Sdn Bhd, which in turn is a wholly-owned subsidiary of Tan Chong Motor Holdings Berhad.
Under a reorganisation scheme to integrate the ownership of the Group’s properties at Segambut (“Segambut Properties”) to facilitate control and management, TC Metro will enter into agreement to acquire the Segambut Properties measuring approximately 46.91 acres at RM363.5 million. The purchase consideration is arrived at based on market value using the cost approach method on a willing buyer-willing seller basis as appraised by independent registered valuers on 3 January 2008. 

Segambut Properties are currently owned by the Company’s wholly owned subsidiaries and the transactions will have no impact to the Group’s consolidated financials. 

13.
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.
14.
Capital commitments outstanding not provided for in the interim financial report

	

	31.12.07
	
	31.12.06

	
	RM’000
	
	RM’000

	Property, plant and equipment
	
	
	

	  Authorised and contracted for
	20,658
	
	113,825

	  Authorised but not contracted for
	40,660
	
	21,504

	Joint venture investment
	
	
	

	  Authorised and contracted for
	215
	
	1,081

	
	61,533
	
	136,410
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Explanatory notes as per Listing Requirements of Bursa Malaysia Securities Berhad  


1.    Review of performance
Total Industry Volume (TIV) for 2007 declined marginally by 0.7% to 487,176 units compared to 490,768 units registered in 2006. For the current quarter, TIV declined by 6.2% and dropped to 128,942 units from 137,495 units registered in the preceding quarter. On a year-to-year basis, TIV for the quarter is 19.0% higher against 108,365 units for the corresponding quarter last year. (source: Malaysian Automotive Association or MAA). The automotive industry appears to have bottomed and started to turn positive in the second half as the market responded favorably towards new model launches by various car companies.

The overall Nissan, Renault and Nissan Diesel vehicles sales for 2007 was 19,213 units which is 18% lower than the 23,414 units registered last year. The decrease was due to a very competitive marketplace and a delay in new model roll out until the launch of Latio and the all new Grand Livina in June and December respectively.

For the quarter under review, the Group achieved both a higher revenue and pre-tax profit of RM441.8 million and RM34.0 million respectively compared to revenue and pre-tax profit of RM432.6 million and RM10.2 million respectively for the corresponding quarter last year attributed to an improvement in market conditions and the launch of the Latio in June. The contribution from the all new Grand Livina was negligible for the quarter since the launch date was on 22 December 2007.

The Group posted a lower revenue of RM1.9 billion for the financial year ended 31 December 2007, a decrease of 11.7% compared to RM2.1 billion for 2006 due to lower sales volume.  At the profit level, the Group performed much better in an environment of less price discounting. In FY2007, pre-tax profit increased by 43.2% and surged to RM123.1 million from RM86.0 million for last year due to better margin and the new models effect.  

2.    Comparison with preceding quarter’s results

The last quarter of the year is seasonally weaker for car companies and will normally record lower sales compared to other quarters of the year. The Group’s revenue for the quarter decreased by 25.5% to RM441.8 million from RM593.0 million for the preceding quarter. In line with the lower revenue, pre-tax profit for the quarter decreased to RM34.0 million from RM44.8 million for third quarter.  Pre-tax profit decreased by a smaller percentage of 24.1% due to improved gross profit margin, efficiency and productivity. This resulted in a higher pre-tax profit margin of 7.7% for the quarter compared to 7.6% for third quarter.

 3.
Current year prospects
The automotive industry outlook for 2008 is positive but car companies, both manufacturers and distributors need to push new product innovation and deliver fuel-efficient, consumer driven models. The momentum in 2H07 is likely to spill into 2008 as market conditions and consumer sentiment remain stable. Buying interest appears sustainable on the back of the replacement cycle for old models, less inventory overhang, and a benign credit environment. The full year impact of the all new Grand Livina will be felt from 2008 onwards and the company has secured approximately 10,000 bookings for the vehicle since its launch. 

Barring any significant unforeseen circumstances, the Group’s results for 2008 is expected to be better than last year.
4.    Comparison with profit forecast
This is not applicable to the Group.
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5. Taxation 

	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	31.12.07
	
	31.12.06
	
	31.12.07
	
	31.12.06

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

	Current year      

Prior years

Deferred tax
	
	4,504
(1,499)

(813)
	
	2,214
(8)

3,553
	
	24,677
(1,387)
(356)
	
	23,961
(3,095)

4,005

	
	
	2,192
	
	5,759
	
	22,934
	
	24,871



The effective tax rate for the quarter is lower than the statutory rate due to the utilisation of RA.
6.
Profits on sales of unquoted investments and/or properties

There were no sale of unquoted investments and/or properties for the current financial quarter ended 31 December 2007. 

7.
Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial quarter ended 31 December 2007. 

8.
Status of corporate proposals 

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:

	
	

	
	Total

	
	(RM'000)

	Unsecured :
	

	      - Bills payable
	113,365

	      - Short term loan
	32,915

	      - Long term loan
	300,524

	Amount due to Cagamas Berhad
	7,334

	Total borrowings
	454,138

	
	

	Comprising :
	

	Amount repayable within one year
	153,614

	Amount repayable after one year
	300,524

	
	454,138


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. 
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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 19 February 2008 apart from outstanding forward contracts and options 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

	USD Dollar
	5,704
	18,426
	19 Feb 08 - 7 Mar 08

	Japanese Yen
	1,300,000
	39,198
	19 Feb 08 – 24 Mar 08


Forward foreign exchange contracts 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, in the event of exchange rate movement, exposure to opportunity gain/(loss) is expected. Given that the contracts 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. 

As the forward contracts are used for hedging purposes, any profit or loss arising are accounted for on the same basis as that arising from the related assets, liabilities or net positions.

11.  Changes in Material Litigation 

Tan Chong & Sons Motor Company Sdn Bhd (“TCM”), a wholly-owned subsidiary of Tan Chong Motor Holdings Berhad, and two others were sued in 1985 in the High Court at Kota Kinabalu by a third-party for general damages estimated at RM10,672,000 and liquidated damages of RM2,970,000 together with interest and cost in connection with car distributorship in Sabah. 

TCM is defending the claims. Before full trial, TCM has raised preliminary issues of law and parties have filed in their respective written submissions.  The Honourable Judge has fixed 16th to 20th June 2008 for trial.

12.  Dividend 

The Board has recommended a final dividend of  10 % less tax of 26% for the year ended 31 December 2007 (2006-5% less 27% income tax). The amount payable is RM 24.7 million (2006-RM12.2 million).
 The entitlement and payment dates for the final dividend shall be determined in due course.


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)

	Individual Quarter
	Cumulative Quarter

	
	2007
	2006
	2007
	2006

	Issued ordinary shares at beginning of the period
	667,384
	668,770
	668,555
	669,972

	Effect of shares buyback during the period
	(667)
	(88)
	(751)
	(740)

	Weighted average number of ordinary shares

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

667,383
=======
	------------

668,682
=======
	------------

667,804
=======
	------------

669,232
=======


BY ORDER OF THE BOARD

YAP BEE LEE

Company Secretary

Kuala Lumpur

26 February 2008
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