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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 2007
(THE FIGURES HAVE NOT BEEN AUDITED)

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current  

Year  

Quarter

30.06.2007
	Preceding Year Corresponding Quarter

30.06.2006
	Current  

Year  

To-date

30.06.2007
	Preceding Year Corresponding Period

30.06.2006

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Revenue 
	430,023
	543,390
	828,331
	1,166,417

	
	Operating profit
	28,842
	27,255
	48,257
	67,299

	
	Interest expense 
	(4,244)
	(5,431)
	(8,076)
	(10,912)

	
	Interest income
	1,518
	879
	3,097
	1,705

	
	Share of profit of associates
	183
	180
	912
	813

	
	Profit before taxation
	26,299
	22,883
	44,190
	58,905

	
	Tax expense
	(4,277)
	(7,311)
	(9,470)
	(17,805)

	
	Profit for the period 
	22,022
	15,572
	34,720
	41,100

	
	Attributable to:
	
	
	
	

	
	Equity holders of the Company
	21,931
	15,158
	34,473
	40,512

	
	Minority interest
	91
	414
	247
	588

	
	
	22,022
	15,572
	34,720
	41,100

	
	Earnings per share (sen) 

(a) Basic                                                                                                                                                                 

(b) Fully diluted  


	3.28
N/A
	2.26

N/A
	5.16
N/A
	6.05

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 30 JUNE 2007

	
	(Unaudited)

As at end of current quarter 

30.06.2007
	(Restated)

As at preceding financial year end

31.12.2006

	
	
RM’000
	
RM’000

	ASSETS
	
	

	Non-current assets
	
	

	Property, plant and equipment
	456,411
	375,782

	Prepaid lease payments
	63,018
	73,750

	Investment properties
	10,859
	10,913

	Investments in associates
	18,012
	17,100

	Other investments
	5,806
	5,806

	Development costs
	2,954
	3,545

	Deferred tax assets
	7,509
	9,042

	Hire purchase receivables
	111,736
	157,281

	
	676,305
	653,219

	Current assets
	
	

	Other investments
	232,426
	185,746

	Hire purchase receivables
	                     78,694
	70,178

	Trade and other receivables
	236,146
	245,110

	Tax recoverable
	8,863
	21,638

	Inventories
	533,813
	621,538

	Cash and cash equivalents
	58,543
	133,187

	
	1,148,485
	1,277,397

	
	
	

	TOTAL ASSETS
	1,824,790
	1,930,616

	
	
	

	EQUITIES AND LIABILITIES
	
	

	Equity 
	
	

	Share capital
	336,000
	336,000 

	Reserves
	853,769
	831,460

	Treasury shares
	(4,894)
	(4,090)

	Total equity attributable to shareholders of the Company
	1,184,875
	1,163,370 

	Minority interest
	19,242
	18,995 

	Total equity
	1,204,117
	1,182,365    

	
	
	

	Non-current liabilities
	
	

	Deferred tax liabilities
	17,666
	18,730 

	Borrowings
	320,670
	340,667 

	Employee benefits
	18,176
	17,604 

	
	356,512
	377,001

	Current liabilities
	
	

	Trade and other payables
	159,437 
	149,613 

	Borrowings
	103,089 
	220,541 

	Taxation
	1,635
	1,096 

	
	264,161
	371,250

	
	
	

	Total liabilities
	620,673
	748,251

	
	
	

	TOTAL EQUITY AND LIABILITIES
	1,824,790
	1,930,616

	
	
	

	Net  assets per share attributable to shareholders of the Company (RM)
	1.77
	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 30 JUNE 2007
(THE FIGURES HAVE NOT BEEN AUDITED)

	
	|---------    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
	-
	(1,054)
	-
	-
	(1,054)
	-
	(1,054)

	Net profit for the period
	-
	-
	-
	40,512
	40,512
	588
	41,100

	Dividend – 2005 Final
	-
	-
	-
	(24,106)
	(24,106)
	-
	(24,106)

	At 30.06.06
	336,000
	(3,187)
	23
	828,708
	1,161,544
	19,155
	1,180,699

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

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

	Purchase of treasury shares
	-
	(804)
	-
	-
	(804)
	-
	(804)

	Foreign exchange reserve
	-
	-
	28
	-
	28
	-
	28

	Net profit for the period
	-
	-
	-
	34,473
	34,473
	247
	34,720

	Dividend – 2006 Final
	-
	-
	-
	(12,192)
	(12,192)
	-
	(12,192)

	At 30.06.07
	336,000
	(4,894)
	51
	853,718
	1,184,875
	19,242
	1,204,117

	
	
	
	
	
	
	
	


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.
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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 30 JUNE 2007
(THE FIGURES HAVE NOT BEEN AUDITED)

	 
	For the 6

months ended 

30.06.2007
	For the 6

months ended 

30.06.2006

	 
	(RM'000)
	(RM'000)

	
	
	

	 
	
	

	Profit before tax
	44,190
	58,905

	Adjustments for:
	
	

	   Non-cash items
	13,633
	14,058

	   Non-operating items (which are investing/financing)
	4,979
	8,906

	 
	
	

	Operating profit before working capital changes
	62,802
	81,869

	 
	
	

	   Decrease  in working capital 
	143,543
	235,941

	   Other cash used (tax payment etc.) in operations
	(992)
	(37,879)

	 
	
	

	Net cash generated from operating activities 
	205,352
	279,931

	 
	
	

	Net cash used in investing activities
	(129,551)

)
	(279,184)

	 

	
	

	Net cash used in financing activities
 
	(150,445)
	(171,596)

	
	
	

	Net decrease in cash and cash equivalents 
	(74,644)
	(170,849)

	 
	
	

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

	Cash and cash equivalents at end of the period
	58,543
	71,077

	
	
	


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 the adoption of the following new/revised Financial Reporting Standards (“FRS”):

FRS 117

Leases


FRS 124

Related Party Disclosures


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


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 is as follows:

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
	449532
	(73,750)
	375,782

	Prepaid lease payments
	-
	73,750
	  73,750

	
	
	
	


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. 
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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 250,000 units of its own shares through the open market at the minimum price of RM1.20 and the maximum price of RM1.29.  The total consideration paid for the repurchase including transaction costs was RM310,000 and this was financed by internally generated funds.  The cumulative total number of shares bought back at the end of the financial quarter was 4,097,000.  

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 

A final dividend of 5% less tax of 27% for the year ended 31 December 2006 (2005 – 10% less tax 28%) amounting to RM12.2 million (2005 – RM24.1 million) was paid on 22 June 2007.
9.  
Segmental reporting

	
	Revenue
	Profit before tax

	
	---------- 6 months ended 30 June ----------

	
	2007
	2006
	2007
	2006

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	821,296
	1,158,996
	45,953
	65,638

	Financial services
	7,109
	8,314
	5,288
	6,119

	Other operations
	3,060
	1,900
	964
	1,079

	
	831,465
	1,169,210
	52,205
	72,836

	Inter-segment elimination
	(3,134)
	(2,793)
	-
	-

	
	828,331
	1,166,417
	52,205
	72,836

	Unallocated expenses
	
	
	(3,948)
	(5,537)

	
	
	
	48,257
	67,299

	Interest income
	
	
	3,097
	1,705

	Interest expense
	
	
	(8,076)
	(10,912)

	Share of profit of associates
	
	
	912
	813

	
	
	
	44,190
	58,905


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

On 3 April 2007, the Group, via its wholly-owned subsidiary, TC Express Auto Services and Spare Parts (Labuan) Pty Ltd, subscribed for 1,225 ordinary shares of Baht 10 each in the share capital of TC Express Auto Services and Spare Parts (Thailand) Co. Ltd. (“TCEAS (Thailand)”), representing 49% of the issued and paid-up share capital of TCEAS (Thailand), at a total consideration of Baht 12,250.

TCEAS (Thailand) is a private limited company incorporated under the provision of the Civil and Commercial Code of Thailand and is principally engaged in the provision of car care services and automobile after sales services.

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

	

	30.06.07
	
	31.12.06

	
	RM’000
	
	RM’000

	Property, plant and equipment
	
	
	

	  Authorised and contracted for
	72,419
	
	113,825

	  Authorised but not contracted for
	7,296
	
	21,504

	Joint venture investment
	
	
	

	  Authorised and contracted for
	1,056
	
	1,081

	
	80,771
	
	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) of new vehicles for the second quarter was 115,789 units (source: Malaysian Automotive Association or MAA). The volume was down by 7.0% from 124,456 units registered in the corresponding period last year due to weak market sentiment. However it is heartening to note that the second quarter’s TIV was higher than the preceding quarter’s volume after car buyers have adjusted to the changes and situation in the automotive industry. The other key contributing factor was new model launches by the various motor companies.

For the quarter under review, the Group recorded a lower revenue of RM430.0 million on the back of decreased sales units due to the weak market but performed better at the pre-tax profit level by achieving a higher pre-tax profit of RM26.3 million benefiting from improved cost and expenses compared to RM543.4 million and RM22.9 million respectively in the corresponding period last year. 

The Group’s revenue for the first half of the year decreased by 29.0% to RM828.3 million from RM1,166.4 million for the first half of 2006 due to lower vehicle sales under the challenging operating environment.  The higher pre-tax profit for the second quarter was inadequate to elevate the pre-tax profit significantly resulting in the Group posted a lower pre-tax profit of RM44.2 million for the first half of the year compared to RM58.9 million for the corresponding period last year. The result for the first half of the year was dragged down by the lack lustre performance in the first quarter.
2.    Comparison with preceding quarter’s results

The Group performed better in the second quarter and the revenue and pre-tax profit increased by 8.0% and 47.0% respectively compared to RM398.3 million and RM17.9 million respectively for the preceding quarter attributed to higher sales units and better margins. 

3.
Current year prospects 

MAA has revised the 2007 TIV projection downward to 460,000 units from the earlier projection of 500,000 units due to the much lower units registered during the first half of the year. The vehicle sales have been encouraging since April and June is the highest month since August 2006 and the highest  for the year surpassing the 40,000 mark. The automotive industry is expected to perform better in the second half of the year as the consumer confidence continues to strengthen aided by sustainable economic growth and additional new model launches. 

The Group launched the 14-seater Urvan in May and Latio Sedan and Sport in June. Both of the launches were very successful and attracted a lot of interests from the car enthusiasts. Barring any unforeseen circumstances, these will be able to translate into improved performance in the second half of the year.
4.    Comparison with profit forecast
This is not applicable to the Group.

5. Taxation 

	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	30.06.07
	
	30.06.06
	
	30.06.07
	
	30.06.06

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

	Current year      

Prior years

Deferred tax
	
	5,237
92
(1,052)
	
	7,331
(20)
-
	
	8,910
92
468
	
	17,825

(20)
-

	
	
	4,277
	
	7,311
	
	9,470
	
	17,805



The effective tax rate for the quarter is much lower than the statutory tax rate after the utilisation of Reinvestment Allowance to deduct against the adjusted income.
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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 30 June 2007. 

7.
Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial quarter ended 30 June 2007. 

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
	
	
	49,701

	      - Short term loan
	
	
	41,721

	      - Long term loan
	
	
	315,258

	Amount due to Cagamas Berhad
	
	
	17,079

	Total borrowings
	
	
	423,759

	
	
	
	

	Comprising :
	
	
	

	Amount repayable within one year
	
	
	103,089

	Amount repayable after one year
	
	
	320,670

	
	
	
	423,759


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 10 August 2007 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

	Japanese Yen
	857,000
	24,736
	23 Aug 07 – 28 Sep 07


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 12 September 2007 for decision.

12.  Dividend 

The Board has declared an interim dividend of 5% tax exempt for the year ending 31 December 2007 (2006 – 5% tax exempt) to be paid on 28 September 2007 to shareholders whose names appear in the Register of Members on 7 September 2007. 
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 7 September 2007 in respect of transfers; 

b. shares deposited into the depositor’s securities account before 12:30 p.m. on 5 September  2007 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.
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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:

	Weighted average number of ordinary shares (‘000)

	Individual Quarter
	Cumulative Quarter

	
	2007
	2006
	2007
	2006

	Issued ordinary shares at beginning of the period
	668,153
	669,631
	668,555
	669,972

	Effect of shares buyback during the period
	(183)
	(149)
	(376)
	(359)

	Weighted average number of ordinary shares

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

667,970
=======
	------------

669,482
=======
	------------

668,179
=======
	------------

669,613
=======


BY ORDER OF THE BOARD

YAP BEE LEE

Company Secretary

Kuala Lumpur

16 August 2007
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