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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 SEPTEMBER 2005

(THE FIGURES HAVE NOT BEEN AUDITED)

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current  

Year  

Quarter

30.09.2005
	Preceding Year Corresponding Quarter

30.09.2004
	Current  

Year  

To-date

30.09.2005
	Preceding Year Corresponding Period

30.09.2004

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	1. 
	Revenue 
	811,148
	591,710
	2,304,965
	1,765,755

	2. 
	Operating profit
	50,521
	46,590
	159,429
	143,703

	3. 
	Interest expense 
	(9,993)
	(3,132)
	(21,647)
	(5,714)

	4. 
	Interest income
	1,351
	447
	2,464
	2,043

	5. 
	Share of profit of associates


	211
	33
	647
	493

	6. 
	Profit before taxation
	42,090
	43,938
	140,893
	140,525

	7. 
	Tax expense
	(13,323)
	(11,916)
	(42,717)
	(38,027)

	8. 
	Profit after taxation 
	28,767
	32,022
	98,176
	102,498

	9. 
	Minority interests
	(471)
	(634)
	(1,986)
	(2,924)

	10. 
	Net profit for the period
	28,296
	31,388
	96,190
	99,574

	
	Earnings per share (sen) based on 10 

(a) Basic                                                                                                                                                                 

(b) Fully diluted  


	4.22

N/A
	4.68

N/A
	14.36

N/A
	14.86

N/A 



	The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 30 SEPTEMBER 2005

	
	
	(Unaudited)

As at end of current quarter 

30.09.2005
	(Audited)

As at preceding financial year end

31.12.2004

	
	
	
RM’000
	
RM’000

	
	
	
	

	1.
	Property, plant and equipment
	301,866
	277,866 

	2.
	Investments in associates
	15,895
	7,809

	3.
	Other investments
	5,806
	1,806 

	4.
	Hire purchase receivables
	202,700
	289,797 

	5.
	Deferred tax assets
	10,950
	10,950 

	6.
	Product development cost
	5,022
	5,909

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

	
	
	542,239
	594,137

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

	7.
	Current Assets
	
	

	
	Inventories
	727,464
	672,224 

	
	Trade and other receivables
	329,279
	207,381 

	
	Hire purchase receivables
	75,233
	109,589 

	
	Other investments
	352,349
	183,951 

	
	Cash and cash equivalents
	136,934
	98,075 

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

	
	
	1,621,259
	1,271,220     

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

	8.
	Current Liabilities
	
	

	
	Trade and other payables
	288,551 
	234,948 

	
	Borrowings (unsecured)

	339,138 
	208,296 

	
	Taxation
	10,392
	12,674 

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

	
	
	638,081
	455,918

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

	9.
	Net current assets
	983,178
	815,302

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

	
	
	1,525,417
	1,409,439

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

	
	
	
	

	10.
	Share capital
	336,000
	336,000 

	11.
	Reserves
	777,589
	722,267

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

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

	13.
	Shareholders’ funds
	1,111,456
	1,056,134 

	14.
	Minority interests
	18,667
	16,681 

	15.
	Amount due to Cagamas Berhad
	60,260
	77,852 

	16.
	Long term loan (unsecured)
	304,000
	230,000

	17.
	Deferred tax liabilities
	13,187
	11,811 

	18.
	Retirement benefits
	17,847
	16,961 

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

	
	
	1,525,417
	1,409,439 

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

	
	
	
	

	19.
	Net tangible assets per share (RM)
	1.65
	1.57

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

	The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
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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 SEPTEMBER 2005

(THE FIGURES HAVE NOT BEEN AUDITED)

	For the 9 months ended 30.09.05

(RM’000)


	Share capital


	Treasury

shares


	Non- distributable

reserve
	Distributable reserve
	Total

	At 01.01.05
	336,000
	(2,133)
	23
	722,244
	1,056,134

	Net profit for the period
	
	
	
	96,190
	96,190

	Dividend – 2004 final

                   2005 interim
	
	
	
	(24,119)

(16,749)
	(24,119)

(16,749)

	As at 30.09.05
	336,000
	(2,133)
	23
	777,566
	1,111,456

	
	
	
	
	
	

	For the 9 months ended 30.09.04

(RM’000)


	Share capital


	Treasury

shares


	Non- distributable

reserve
	Distributable reserve
	Total

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

	Net profit for the period
	
	
	
	99,574
	99,574

	Dividend – 2003 final

                   2004 interim
	
	
	
	(24,119)

(16,749)
	(24,119)

(16,749)

	Balance as at 30.09.04
	336,000
	(2,133)
	1,389
	693,632
	1,028,888


The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
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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 SEPTEMBER 2005

(THE FIGURES HAVE NOT BEEN AUDITED)

	 
	For the 9

months ended 

30.09.2005
	For the 9

months ended 

30.09.2004

	 
	(RM'000)
	(RM'000)

	
	
	

	 
	
	

	Profit before tax
	140,893
	140,525

	Adjustments for:
	
	

	   Non-cash items
	22,630
	14,229

	   Non-operating items (which are investing/financing)
	12,682
	2,926

	 
	
	

	Operating profit before working capital changes
	176,205
	157,680

	 
	
	

	   Increase in working capital 
	(168,641)
	(242,426)

	   Other cash used (tax payment etc.) in operations
	(62,284)
	(30,705)

	 
	
	

	Net cash (used in)/generated from operating activities 
	(54,720)
	(115,451)

	 
	
	

	Net cash (used in)/generated from investing activities
	(213,262)
	(91,926)

	 

	
	

	Net cash generated from/(used in) financing activities
 
	306,841
	123,240

	 
 
	
	

	Net increase/(decrease) in cash and cash equivalents 
	38,859
	(84,137)

	 
	
	

	Cash and cash equivalents at beginning of the year
	98,075
	139,646

	Cash and cash equivalents at end of the period
	136,934
	55,509

	
	
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2004.
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Explanatory notes as per FRS134 Interim Financial Reporting 


1.    Accounting policies

The interim financial report has been prepared in accordance with FRS134 Interim Financial Reporting. The same accounting policies and methods of computation used in the annual financial statement for the year-ended 31.12.2004 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 31.12.2004. 

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  

As announced in the previous quarter, on 17 January 2005 the Group entered into an agreement to acquire the entire issued and paid-up share capital of Constant Knight (M) Sdn. Bhd. (CK) at a total cash consideration of RM7,600,000. CK owns a piece of leasehold industrial land, 60 acres in size, in Mukim of Serendah, District of Ulu Selangor. As the conditions precedent was only fulfilled in April 2005, the accounts of this company was consolidated effective from the second quarter of 2005. 

The standardization of accounting policy on deferred tax accounting for revaluation surplus in the financial statements of CK with that of the Group resulted in a provision of deferred tax liability of about RM1.7 million which was charged to the income statement of the Group in the second quarter.  

During the quarter, 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 todate was 2,028,000. These shares are held as treasury shares. 

There were no issuance and repayment of debt securities except as explained in Note 8 Status of corporate proposals, share cancellation and resale of treasury shares during the period. 

7. Dividend paid 

An interim tax exempt dividend of 5% for the year ending 31 December 2005 (2004 – 5% tax exempt) amounting to RM16.749 million (2004 – RM16.749 million) was paid on 28 September 2005. 
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8.  
Segmental reporting

	
	Revenue
	Profit before tax

	
	---------- 9  months ended ----------

	
	2005
	2004
	2005
	2004

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	2,289,684
	1,748,145
	155,342
	128,532

	Hire purchase financing
	16,398
	18,192
	10,902
	16,305

	Other operations
	2,624
	2,549
	(1,416)
	1,805

	
	2,308,706
	1,768,886
	164,828
	146,642

	Inter-segment elimination
	(3,741)
	(3,131)
	0
	0

	
	2,304,965
	1,765,755
	164,828
	146,642

	Unallocated expenses
	
	
	(5,399)
	(2,939)

	
	
	
	159,429
	143,703

	Interest income
	
	
	2,464
	2,043

	Interest expense
	
	
	(21,647)
	(5,714)

	Share of profit of associates
	
	
	647
	493

	
	
	
	140,893
	140,525


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 31.12.04.

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

Effective 28 October 2005, the Company’s equity interest in TC Capital (Thailand) Co. Ltd. (“TCCT”), a company established in 2004 with the Tan Chong International Limited group to undertake automotive hire-purchase business in Thailand has been diluted to 45.45% from 50%. 

The change in equity structure of TCCT was made to facilitate securing external borrowings to further expand its business.

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
For the first nine months, new motor vehicle registration in the country rose 13 % to 407,184 units from 361,558 units in the same period of 2004 (source: Malaysian Automotive Association or MAA). The robust motor vehicle sales were mainly attributable to newly introduced models, attractive promotional packages offered by some motor players ahead of festivities and some customers buying forward in anticipation of higher car prices when the 2005 new duty structure is implemented. 

Overall Nissan, Renault and Nissan Diesel vehicle sales during the nine months of 2005 of about 22,845 units was 29% higher than the 17,738 units achieved during the same period last year. Our Nissan Frontier sport utility truck (SUT) contributed an additional volume of 2,400 units during the nine months as compared to last year when it was newly launched. The locally assembled Renault Kangoo launched in mid December 2004 also performed to expectation with a total registration of 935 units for the first nine months.

In tandem with higher sales volume, revenue for the first nine months of 2005 of RM2.3 billion was 31% higher than that achieved during the corresponding period of 2004. Operating profit before tax for the same period increased by 11% to RM159.4 million, partly due to the negative impact of the unusual items amounting to RM5.4 million as explained in 2005 second quarter announcement and higher marketing cost. 

Overall market share of Nissan, Renault and Nissan Diesel vehicles for the first nine months was 5.4% as compared to 5.0% achieved during corresponding period last year.

2.    Comparison with preceding quarter’s results

Group revenue maintained at RM811 million compared to the previous quarter of RM812 million. Operating profit before tax of RM50.5 million is marginally lower from RM51.3 million recorded in the preceding quarter due to higher marketing cost. 

3.
Current year prospects 

On 19 October 2005, the Ministry of Finance made an announcement with regard to the National Automotive Policy (NAP) Framework and the implementation of revised duty structure for motor vehicles. Certain models of the Group motor vehicles are affected by a higher duty as a consequence of the revised duty structure while the other models are marginally impacted by the new duty structure. The Group will also explore the possibilities of working closely with the principals and relevant authority for the importation of Completely Built-Up (CBU) vehicles to complement the current sales. The prospects for the immediate fourth quarter is expected to be challenging for the Group with the implementation of the new duty structure and NAP, while competitive promotional activity is expected to intensify during the period by the motor players. 

Barring any significant unforeseen circumstances, the Group’s results for 2005 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)
	
	30.09.05
	
	30.09.04
	
	30.09.05
	
	30.09.04

	Current year      

Prior years

Deferred tax
	
	14,470

(1,147)

0
	
	13,251

(1,335)

0
	
	43,864

(1,147)

0
	
	42,008

(3,981)

0

	
	
	13,323
	
	11,916
	
	42,717
	
	38,027


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 higher than the statutory rate due to the non-deductibility of certain expenses for tax purpose and losses incurred by certain subsidiaries which are not available for relief at Group level. 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 30.09.2005. 

7.
Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial quarter ended 30.09.2005. 

8.
Status of corporate proposals 

As announced in the previous quarter, the Group realized proceeds of approximately RM160.5 million from sales of hire purchase receivables in a securitization transaction. (For further information, please refer to the announcements released to Bursa Malaysia pertaining to the matter.)

Premium Commerce Bhd. (PCB), a special purpose vehicle (SPV) established for the Group’s securitization exercise, successfully completed the issuance of the first series of RM164 million nominal value medium term asset-backed notes. The proceeds from the issuance of Notes Series 2005-A were used by PCB for the acquisition of hire purchase receivables from Tan Chong & Sons Motor Company Sdn Bhd (TCSM) and to defray fees and expenses related to the issuance. The Class A Notes (RM160 million), which were rated triple A by RAM, were issued to investors in the debt capital markets while the Class B Notes (RM2 million) and Class C Notes (RM2 million) were subscribed by TCSM.

Hire purchase receivables amounting to RM165.7 million (net of unearned interest) sold by TCSM to the SPV under the securitization program has been derecognised from the balance sheet of the Group as the Group no longer retained substantially all the risks and rewards relating to the assets. The Group’s maximum exposure to loss as a result of any deterioration in the hire purchase receivables is limited to the investment in Class B & C notes of RM4 million which are subordinated to the Class A notes. The Class B & C notes subscribed by the Group are accounted for as long term investments.

Under the securitization exercise, TCSM as the servicer will continue to service the hirers and to collect all amounts due on behalf of the SPV, in return for a monthly fee based on a percentage of the collections and a servicer bonus at the end of the exercise. Both these items, amounting to RM1.48 million in fair value term, have been accounted for as servicing assets in the balance sheet of the Group and have been considered in the calculation of the loss associated with the derecognition of the hire purchase receivables. 

The securitization transaction has enabled the Group to liquidate part of its hire purchase receivables, with fixed interest rates, at the prevailing market cost of funds. The loss associated with the derecognition of the hire purchase receivables disposed above (which essentially reflected the difference between the returns from the hire purchase receivables and the total cost of funding at prevailing rate) amounting to RM 3.77 million has been charged to the income statement of the second quarter. 

Apart from the above, there were no corporate proposals announced but not completed as at reporting date.
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9.    Group borrowings


Group borrowings as at the end of the reporting period:

	Borrowings denominated in : 
	Ringgit
	Foreign
	Foreign
	

	
	Malaysia
	Currency
	Currency
	Total

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

	Unsecured :
	
	
	
	

	      - Bills payable
	188,350
	
	
	188,350

	
	
	31,047
	654
	120,788

	      - Bank overdrafts
	
	
	
	0

	      - Short term loan
	30,000
	
	
	30,000

	      - Long term loan
	304,000
	
	
	304,000

	Amount due to Cagamas Berhad
	60,260
	
	
	60,260

	Total borrowings
	
	
	
	703,398

	
	
	
	
	

	Comprising :
	
	
	
	

	Amount repayable within one year
	
	
	
	339,138

	Amount repayable after one year
	
	
	
	364,260

	
	
	
	
	703,398


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 10 November 2005 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

	Euro
	6,190
	29,827
	29/11/05-28/08/06

	Japanese Yen
	25,471,792
	894,298
	21/11/05-26/09/06


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, in the event of exchange rate movement, exposure to opportunity gain/(loss) is expected. 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 certain forward options, as a trade-off for locking in at lower exchange rates (as compared to spot/forward rates) at the time of entering into such options, the subsidiary concerned may be obligated to buy additional amount of foreign currencies at predetermined rates in the event of exchange rate movement beyond certain rates. 

As the forward contracts / options 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 

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

12.  Dividend 

No dividend was declared for the current financial quarter.
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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)
	--------------- 2005 -------------

	
	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)
	--------------- 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

=======


BY ORDER OF THE BOARD

YAP BEE LEE

Company Secretary

Kuala Lumpur

16 November 2005
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