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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED INCOME STATEMENT 

FOR THE QUARTER ENDED 31 MARCH 2008
(THE FIGURES HAVE NOT BEEN AUDITED)

	
	INDIVIDUAL/CUMULATIVE QUARTER

	
	Current  

Year  

Quarter

31.03.2008
	Preceding Year Corresponding Quarter

31.03.2007

	
	RM’000
	RM’000

	Revenue 
	759,607
	398,308

	Operating profit
	70,056
	19,415

	Interest expense 
	(5,821)
	(3,832)

	Interest income
	2,619
	1,579

	Share of profit of associates


	251
	729

	Profit before taxation
	67,105
	17,891

	Tax expense
	(12,758)
	(5,193)

	Profit for the period 
	54,347
	12,698

	Attributable to:
	
	

	Equity holders of the Company
	54,057
	12,542

	Minority interest
	290
	156

	
	54,347
	12,698

	Earnings per share (sen)  

(a) Basic                                                                                                                                                                 

(b) Fully diluted  


	8.10
N/A
	1.88
N/A

	The Condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2007.












Page 2
[image: image2.png]


TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEET

AS AT 31 MARCH 2008
	
	(Unaudited)

As at end of current quarter 

31.03.2008
	As at preceding financial year end

31.12.2007

	
	
RM’000
	
RM’000

	ASSETS
	
	

	Non-current assets
	
	

	Property, plant and equipment
	510,486
	508,951

	Prepaid lease payments
	72,479
	72,855

	Investment properties
	10,775
	10,803

	Investments in associates
	18,076
	17,824

	Other investments
	5,806
	5,806

	Deferred tax assets
	21,566
	21,563

	Hire purchase receivables
	114,891
	116,686

	Long term receivables
	4,093
	5,405

	
	758,172
	759,893

	Current assets
	
	

	Other investments
	241,435
	232,749

	Hire purchase receivables
	54,736
	56,523

	Trade and other receivables
	256,132
	249,961

	Current tax assets
	2,906
	8,755

	Inventories
	579,232
	583,270

	Cash and cash equivalents
	115,753
	69,947

	
	1,250,194
	1,201,205

	
	
	

	TOTAL ASSETS
	2,008,366
	1,961,098

	
	
	

	EQUITY AND LIABILITIES
	
	

	Equity 
	
	

	Share capital
	336,000
	336,000 

	Reserves
	956,316
	902,160

	Treasury shares
	(5,561)
	(5,561)

	Total equity attributable to shareholders of the Company
	1,286,755
	1,232,599

	Minority interest
	4,033
	3,743 

	Total equity
	1,290,788
	1,236,342  

	
	
	

	Non-current liabilities
	
	

	Deferred tax liabilities
	31,110
	30,895 

	Borrowings
	288,115
	295,596 

	Employee benefits
	18,761
	18,417 

	
	337,986
	344,908

	Current liabilities
	
	

	Trade and other payables
	231,768
	219,944 

	Borrowings
	143,149
	158,542 

	Taxation
	4,675
	1,362 

	
	379,592
	379,848

	
	
	

	Total liabilities
	717,578
	724,756

	
	
	

	TOTAL EQUITY AND LIABILITIES
	2,008,366
	1,961,098

	
	
	

	Net  assets per share attributable to shareholders of the Company (RM)
	1.93
	1.85

	
	
	

	The Condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2007.
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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 MARCH 2008
(THE FIGURES HAVE NOT BEEN AUDITED)

	
	|----------  Attributable to Equity Holders of the Company  ----------|
	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 01.01.2007
	336,000
	(4,090)
	23
	831,437
	1,163,370
	18,995
	1,182,365

	Purchase of treasury shares
	-
	(492)
	-
	-
	(492)
	-
	(492)

	Net profit for the period
	-
	-
	-
	12,542
	12,542
	156
	12,698

	At 31.03.2007
	336,000
	(4,582)
	23
	843,979
	1,175,420
	19,151
	1,194,571

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	At 01.01.2008
	336,000
	(5,561)
	33
	902,127
	1,232,599
	3,743
	1,236,342

	Realisation of translation reserve
	-
	-
	99
	-
	99
	-
	99

	Net profit for the period
	-
	-
	-
	54,057
	54,057
	290
	54,347

	At 31.03.2008
	336,000
	(5,561)
	132
	956,184
	1,286,755
	4,033
	1,290,788

	
	
	
	
	
	
	
	


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2007.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED 31 MARCH 2008
(THE FIGURES HAVE NOT BEEN AUDITED)

	 
	For the 3
months ended 

31.03.2008
	For the 3
months ended 

31.03.2007

	 
	(RM'000)
	(RM'000)

	
	
	

	 
	
	

	Profit before tax
	67,105
	36,022

	Adjustments for:
	
	

	   Non-cash items
	11,051
	7,351

	   Non-operating items (which are investing/financing)
	3,202
	2,638

	 
	
	

	Operating profit before working capital changes
	81,358
	26,543

	 
	
	

	   Decrease/(Increase) in working capital 
	14,289
	69,655

	   Other cash used (tax payment etc.) in operations
	(6,550)
	2,083

	 
	
	

	Net cash generated from/(used in) operating activities 
	89,097
	98,281

	 
	
	

	Net cash (used in)/generated from investing activities
	(20,414)
	(97,557)

	 

	
	

	Net cash (used in)/generated from financing activities
 
	(22,877)
	(53,381)

	 
 
	
	

	Net (decrease)/increase in cash and cash equivalents 
	45,806
	(52,657)

	 
	
	

	Cash and cash equivalents at beginning of the year
	69,947
	133,187

	Cash and cash equivalents at end of the period
	115,753
	80,530

	
	
	


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2007. 
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Explanatory notes as per Financial Reporting Standard ( FRS ) 134 Interim Financial Reporting 


1.    Basis of preparation
The interim financial statements are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (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 2007.  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 2007.

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 2007 except for the adoption of the following revised FRSs:

FRS 107

Cash Flow Statement

FRS 118

Revenue

Amendment to FRS 121
The Effects of Changes in Foreign Exchange Rates

· Net Investment in a Foreign Operation


FRS 134

Interim Financial Reporting


FRS 137

Provisions, Contingent Liabilities and Contingent Assets

The adoption of the above revised FRSs is not expected to have any material impact on the financial statements of the Group.
3.    Audit qualifications

There were no audit qualifications in the annual financial statements for the year ended 31 December 2007. 

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 

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current financial quarter.
8.    Dividend paid 

No dividends were paid during the quarter ended 31 March 2008.
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9.  
Segmental reporting
	
	Revenue
	Profit before tax

	
	---------- 3  months ended 31 March----------

	
	2008
	2007
	2008
	2007

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	756,908
	394,763
	69,293
	18,210

	Financial services
	3,031
	3,634
	2,722
	2,633

	Other operations
	966
	926
	452
	596

	
	760,905
	399,323
	72,467
	21,439

	Inter-segment elimination
	(1,298)
	(1,015)
	-
	-

	
	759,607
	398,308
	72,467
	21,439

	Unallocated expenses
	
	
	(2,411)
	(2,024)

	
	
	
	70,056
	19,415

	Interest income
	
	
	2,619
	1,579

	Interest expense
	
	
	(5,821)
	(3,832)

	Share of profit of associates
	
	
	251
	729

	
	
	
	67,105
	17,891


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 2007.

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

There were no changes in the composition of the Group for the period under review. 

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
	

	31.03.2008
	
	31.12.2007

	
	RM’000
	
	RM’000

	Property, plant and equipment
	
	
	

	  Authorised and contracted for
	17,464
	
	20,658

	  Authorised but not contracted for
	40,660
	
	40,660

	Joint venture investment
	
	
	

	  Authorised and contracted for
	215
	
	215

	
	58,339
	
	61,533
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Explanatory notes as per Listing Requirements of Bursa Malaysia Securities Berhad  


1.    Review of performance
Total Industry Volume (TIV) of new vehicles in Malaysia for 1Q08 recovered by 24.6% to 130,774 units compared to 104,950 units in the same period last year (source: Malaysian Automotive Association). Compared to the preceding quarter, current quarter’s TIV is 1.4% higher than the TIV for 4Q last year of 128,942 units. The higher registrations in the current quarter are indicative of a resilient consumer and a ready market for new models.

Overall market shares of NISSAN and UD vehicles for the current quarter is higher at 5.2% compared to 3.8% for 2007. The launch of the all-new Grand Livina in December last year added 3,539 units to 1Q08 sales of 8,582 vehicles. While the all-new Grand Livina gets most of the attention, the Group’s other existing models delivered a robust performance of 5,043 units for 1Q08 compared to 4,287 units previously.

The Group revenue almost doubled in 1Q08. Operating margin, a raw measure of a company’s profitability, increased from 4.9% in 1Q07 to 9.2% by 1Q08. Net income was RM54.1 million or 8.1sen per share, up 331.0% from a low base in 1Q07, as the higher level of revenue flowed directly through to the bottom line.

2.    Comparison with preceding quarter’s results
The impact of the all-new Grand Livina was well reflected in the current quarter’s results as the Group revenue and net income surged 71.9% and 69.3% over 4Q07 to RM759.6 million and RM54.3 million respectively. Gross margin fell from 22.2% in 4Q07 to 20.1% in 1Q08 but operating margin improved from 8.4% in 4Q07 to 9.2% in 1Q08 on higher operational leverage. The Group has indeed benefited from higher revenue growth outstripping its cost increases.

3.
Current year prospects 

Globally as well as locally, auto companies are negatively impacted by a phenomenal rise in energy and raw material costs. The industry has always faced great difficulty in passing on price increases to customers and additional cost-reduction efforts are needed to offset them. TIV expansion for 2008/9 may slow unless government policies and company specific measures are introduced to mitigate these threats. As an organization, the Group will continue to pursue a new product strategy in under-represented market segments as well as a cost strategy to bring quality to customers at the lowest possible unit cost.

2008 sales volumes are on track to reach levels last seen prior to 1985. Barring any significant unforeseen circumstances, the 1Q08 momentum and the current order book of the all-new Grand Livina will sustain performance for the rest of the year. The newly completed Serendah plant will begin the 2nd shift next month and the Group will endeavour to fulfill waiting lists by year-end.

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

5.     Taxation 

	
	Individual/Cumulative Quarter

	
	31.03.2008
	
	31.03.2007

	
	RM’000
	
	RM’000

	Current year    

Prior year

Deferred tax
	12,596
(51)

213
	
	3,673
-

1,520

	
	12,758
	
	5,193



The effective tax rate for the current quarter ended 31 March 2008 is lower than the statutory rate due to the utilisation of Reinvestment Allowance.


The effective tax rate for the quarter ended 31 March 2007 is higher than the statutory rate due to the non-deductibity of certain expenses for tax purposes.
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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 March 2008. 

7.
Purchase or disposal of quoted securities
There were no purchases or disposals of quoted securities for the current financial quarter ended 31 March 2008. 

8.
Status of corporate proposals 

There were no corporate proposals announced but not completed as at reporting date.

9.    Group borrowings

Group borrowings, all denominated in Ringgit Malaysia, as at the end of the reporting period are as follows:

	
	
	
	

	
	
	
	Total

	
	
	
	(RM'000)

	Unsecured :
	
	
	

	      - Bills payable
	
	
	102,202

	      - Short term loan
	
	
	34,517

	      - Long term loan
	
	
	288,115

	Amount due to Cagamas Berhad
	
	
	6,430

	Total borrowings
	
	
	431,264

	
	
	
	

	Comprising :
	
	
	

	Amount repayable within one year
	
	
	143,149

	Amount repayable after one year
	
	
	288,115

	
	
	
	431,264


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 end of the current financial period 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
	1,708,968
	53,043
	22 May – 31 July 2008

	US Dollars
	2,000
	6,282
	22 May 2008


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.
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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 High Court has vacated the trial dates of 16 to 20 June 2008 and a new date has not been fixed.
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 RM24.7 million (2006 – RM12.2 million) based on total number of ordinary shares outstanding at 31 December 2007. The proposed dividend has been approved by the shareholders at the Annual General Meeting held on 22 May 2008 and is payable on 18 June 2008. The entitlement date is 28 May 2008. 

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)

	2008
	2007

	
	Individual/ Cumulative Quarter
	Individual/ Cumulative Quarter

	Issued ordinary shares at beginning of the period
	667,383
	668,555

	Effect of shares buyback during the period
	-
	(167)

	Weighted average number of ordinary shares

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

667,383

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

668,388
=======


BY ORDER OF THE BOARD

YAP BEE LEE

Company Secretary

Kuala Lumpur

28 May 2008
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