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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 2006

(THE FIGURES HAVE NOT BEEN AUDITED)

	
	INDIVIDUAL QUARTER
	CUMULATIVE QUARTER

	
	Current  

Year  

Quarter

31.12.2006
	(restated)

Preceding Year Corresponding Quarter

31.12.2005
	Current  

Year  

To-date

31.12.2006
	(restated)

Preceding Year Corresponding Period

31.12.2005

	
	
	RM’000
	RM’000
	RM’000
	RM’000

	
	Revenue 
	432,558
	644,288
	2,109,039
	2,949,253

	
	Operating profit
	11,665
	48,350
	99,634
	207,779

	
	Interest expense 
	(4,797)
	(7,983)
	(20,768)
	(29,630)

	
	Interest income
	3,255
	1,800
	5,843
	4,264

	
	Share of profit of associates
	112
	96
	1,247
	691

	
	Profit before taxation
	10,235
	42,263
	85,956
	183,104

	
	Tax expense
	(5,759)
	(6,871)
	(24,871)
	(49,536)

	
	Profit for the period 
	4,476
	35,392
	61,085
	133,568

	
	Attributable to:
	
	
	
	

	
	Equity holders of the Company
	4,306
	34,736
	59,968
	130,926

	
	Minority interest
	170
	656
	1,117
	2,642

	
	
	4,476
	35,392
	61,085
	133,568

	
	Earnings per share (sen) 

(a) Basic                                                                                                                                                                 

(b) Fully diluted  


	0.64
N/A
	5.18
N/A
	8.96
N/A
	19.54
N/A

	The Condensed Consolidated Income Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2005.
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TAN CHONG MOTOR HOLDINGS BERHAD

(Company No: 12969-P)

(Incorporated in Malaysia)

CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 31 DECEMBER 2006

	
	(Unaudited)

As at end of current quarter 

31.12.2006
	(Restated)

As at preceding financial year end

31.12.2005

	
	
RM’000
	
RM’000

	ASSETS
	
	

	Non-current assets
	
	

	Property, plant and equipment
	449,532
	311,559

	Investment properties
	10,913
	14,677

	Investments in associates
	17,100
	15,853

	Other investments
	5,806
	5,806

	Hire purchase receivables
	157,281
	195,183

	Deferred tax assets
	9,042
	9,110

	Product development cost
	3,545
	4,727

	
	653,219
	556,915

	Current assets
	
	

	Inventories
	621,537
	747,607

	Trade and other receivables
	266,750
	485,883

	Hire purchase receivables
	70,178
	75,630

	Other investments
	185,746
	56,842

	Cash and cash equivalents
	133,187
	241,926

	
	1,277,398
	1,607,888

	
	
	

	TOTAL ASSETS
	1,930,617
	2,164,803

	
	
	

	EQUITIES AND LIABILITIES
	
	

	Equity 
	
	

	Share capital
	336,000
	336,000 

	Reserves
	831,460
	812,325

	Treasury shares
	(4,090)
	(2,133)

	Total equity attributable to shareholders of the Company
	1,163,370
	1,146,192 

	Minority interests
	18,995
	18,567 

	Total equity
	1,182,365
	1,164,759    

	
	
	

	Non-current liabilities
	
	

	Amount due to Cagamas Berhad
	7,246
	20,977 

	Long term loan (unsecured)
	338,850
	281,500

	Deferred tax liabilities
	18,730
	14,793 

	Employee benefits
	17,604
	17,920 

	
	382,430
	335,190

	Current liabilities
	
	

	Trade and other payables
	149,614 
	189,677 

	Borrowings (unsecured)

	215,112 
	472,733 

	Taxation
	1,096
	2,444 

	
	365,822
	664,854

	
	
	

	Total liabilities
	748,252
	1,000,044

	
	
	

	TOTAL EQUITY AND LIABILITIES
	1,930,617
	2,164,803

	
	
	

	Net  assets per share attributable to shareholders of the Company (RM)
	1.74
	1.71

	
	
	

	The Condensed Consolidated Balance Sheets should be read in conjunction with the Annual Financial Report for the year ended 31 December 2005.
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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 2006

(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 01.01.05
	336,000
	(2,133)
	23
	722,244
	1,056,134
	16,681
	1,072,815

	Net profit for the period
	-
	-
	-
	130,926
	130,926
	2,642
	133,568

	Dividend - 2004 Final
	-
	-
	-
	(24,119)
	(24,119)
	-
	(24,119)

	                - 2005 Interim
	-
	-
	-
	(16,749)
	(16,749)
	(756)
	(17,505)

	At 31.12.05
	336,000
	(2,133)
	23
	812,302
	1,146,192
	18,567
	1,164,759

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	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 shareholders
	
	
	
	-
	-
	100
	100

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

	Dividend – 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

	
	
	
	
	
	
	
	


The Condensed Consolidated Statements of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2005.
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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 2006

(THE FIGURES HAVE NOT BEEN AUDITED)

	 
	For the 12
months ended 

31.12.2006
	(Restated)
For the 12
months ended 

31.12.2005

	 
	(RM'000)
	(RM'000)

	 
	
	

	Profit before tax
	85,956
	183,104

	Adjustments for:
	
	

	   Non-cash items
	28,016
	31,818

	   Non-operating items (which are investing/financing)
	14,145
	13,980

	 
	
	

	Operating profit before working capital changes
	128,117
	228,902

	 
	
	

	   Decrease/(Increase) in working capital 
	362,044
	(429,503)

	   Other cash used (tax payment etc.) in operations
	(52,327)
	(86,852)

	 
	
	

	Net cash generated from/(used in) operating activities 
	437,834
	(287,453)

	 
	
	

	Net cash (used in)/generated from investing activities
	(288,917)
	213,866

	 

	
	

	Net cash (used in)/generated from financing activities
 
	(257,656)
	217,438

	 
 
	
	

	Net (decrease)/increase in cash and cash equivalents 
	(108,739)
	143,851

	 
	
	

	Cash and cash equivalents at beginning of the year
	241,926
	98,075

	Cash and cash equivalents at end of the period
	133,187
	241,926

	
	
	


The Condensed Consolidated Cash Flow Statements should be read in conjunction with the Annual Financial Report for the year ended 31 December 2005. 
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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 2005.  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 2005.

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 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:


FRS 3
Business Combinations


FRS 101
Presentation of Financial Statements


FRS 102
Inventories


FRS 108
Accounting Policies, Changes in Accounting Estimates and Errors


FRS 110
Events after the Balance Sheet Date


FRS 116
Property, Plant and Equipment


FRS 121
The Effects of Changes in Foreign Exchange Rates


FRS 127
Consolidated and Separate Financial Statements


FRS 128
Investments in Associates


FRS 132
Financial Instruments:  Disclosure and Presentation


FRS 133
Earnings Per Share


FRS 136
Impairment of Assets


FRS 138
Intangible Assets


FRS 140
Investment Property


The adoption of FRS 102, 108, 110, 116, 121, 127, 128, 132, and 133 does not have significant financial impact on the Group.  The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The adoption of these new FRSs has resulted in the Group ceasing to write off goodwill in the year it arises.  With effect from 1 January 2006, goodwill is tested annually for impairment, including in the year of its initial recognition, as well as when there are indications of impairment.  Impairment losses are recognized when the carrying amount of the cash generating unit to which the goodwill has been allocated exceeds its recoverable amount.

Also with effect from 1 January 2006 and in accordance with FRS 3, if the fair value of the net assets acquired in a business combination exceeds the consideration paid (i.e. an amount arises which would have been known as negative goodwill under the previous accounting policy), the excess is recognized immediately in the income statement as it arises.

The change in policy had no effect on the interim financial report as there was no goodwill as at 31 December 2005.
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(b) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures.  In the consolidated balance sheet, minority interests are now presented within total equity.  In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period.  A similar requirement is also applicable to the statement of changes in equity.  FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(c) FRS 140: Investment property

The adoption of this new FRS has resulted in the reclassification of investment properties from property, plant and equipment and presented as a separate line item in non-current assets.  Investment properties are measured at cost less accumulated depreciation and accumulated impairment losses.


Other than the above, the adoption of all other FRS does not have significant financial impact on the Group.

3.    Audit qualifications

There were no audit qualifications in the annual financial statements for the year ended 31 December 2005. 

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 215,000 units of its own shares through the open market at the minimum price of RM1.22 and the maximum price of RM1.29.  The total consideration paid for the repurchase including transaction costs was RM275,879 and this was financed by internally generated funds.  The cumulative total number of shares bought back at the end of the financial quarter was 3,445,000.  

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 2006. 
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9.  
Segmental reporting

	
	Revenue
	Profit before tax

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

	
	2006
	2005
	2006
	2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Vehicle assembly, distribution and after sale services
	2,094,000
	2,930,125
	98,436
	196,954

	Financial services
	16,477
	20,746
	10,619
	14,579

	Other operations
	3,704
	3,474
	2,647
	1,934

	
	2,114,181
	2,954,345
	111,702
	213,467

	Inter-segment elimination
	(5,142)
	(5,092)
	-
	-

	
	2,109,039
	2,949,253
	111,702
	213,467

	Unallocated expenses
	
	
	(12,068)
	(5,688)

	
	
	
	99,634
	207,779

	Interest income
	
	
	5,843
	4,264

	Interest expense
	
	
	(20,768)
	(29,630)

	Share of profit of associates
	
	
	1,247
	691

	
	
	
	85,956
	183,104


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 2005.

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 other changes in composition of the Group for the financial quarter ended 31 December 2006 subsequent to the previous quarter’s announcement. 

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

	

	31.12.2006
	
	31.12.2005

	
	RM’000
	
	RM’000

	Property, plant and equipment
	
	
	

	  Authorised and contracted for
	113,825
	
	147,373

	  Authorised but not contracted for
	21,504
	
	22,630

	Joint venture investment
	
	
	

	  Authorised and contracted for
	1,081
	
	1,151

	
	136,410
	
	171,154
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Explanatory notes as per Listing Requirements of Bursa Malaysia Securities Berhad  


1.    Review of performance
During the current year ended 31 December 2006, new motor vehicle registration in Malaysia declined by 11% to 490,768 units compared to 551,042 units in 2005. For the current reporting quarter, new vehicle registration was 108,365 units which is 25% lower than the 143,849 units registered in fourth quarter 2005. ( Source: Malaysian Automotive Association or MAA ). The automotive industry posted a dismal performance as the industry continued to be hampered by the impact of the National Automotive Policy ( NAP ), stricter loan approval process, higher interest rates, sluggish secondary market condition and muted consumer sentiment. 

Overall Nissan, Renault and Nissan Diesel vehicle sales during the current year ended 31 December 2006 of 23,414 units was 17% lower than the 28,085 units registered last year. The decrease in sales volume was mainly due to the intense competition among the auto players and the unfavourable market condition.

The Group recorded a lower revenue of RM2.1 billion and pre-tax profit of RM86.0 million for the year ended 31 December 2006 compared to the corresponding period last year of RM2.9 billion and RM183.1 million respectively. The significantly lower revenue was due to lower sales volume on the back of weak demand faced by the automotive industry coupled with lower prices for passenger cars resulted from the NAP announced in March 2006. The lower revenue has directly resulted in the drop in profit. Competition in the automotive industry was intense and various sales campaigns and promotions were undertaken to attract new customers. These had resulted in high marketing and promotional costs hence decline in vehicle margins.

Overall market share of Nissan, Renault and Nissan Diesel for the year was 4.8% compared to 5.1% achieved in 2005.

2.    Comparison with preceding quarter’s results


The Group’s revenue for the quarter of RM432.6 million was lower compared to RM510.0 million posted in the previous quarter due to decreased sales volume.  As a result of the lower revenue, the Group’s profit before tax decreased to RM10.2 million compared to RM16.8 million achieved in the previous quarter.

3.
Current year prospects 

The automotive industry is expected to register a moderate growth in 2007 with the improved market sentiment but the market will remain tough and challenging with new models launches around second half of 2007 by several major auto players including us.   All our new models will be assembled at our new assembly plant at Serendah which is expected to commence production soon.    

Barring any unforeseen circumstances, the Group’s results for 2007 is expected to improve. 

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

	
	
	Individual Quarter
	
	Cumulative Quarter

	
	
	31.12.2006
	
	31.12.2005
	
	31.12.2006
	
	31.12.2005

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

	Current year      

Prior years

Deferred tax
	
	2,519
2,001
1,239
	
	8,831
(5,909)

3,949
	
	24,266
(1,086)
1,691
	
	52,643
(7,056)

3,949

	
	
	5,759
	
	6,871
	
	24,871
	
	49,536 



The effective tax rate for the quarter is higher than the statutory rate due to the non-deductibility of certain expenses for tax purpose.

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 2006. 

7.
Purchase or disposal of quoted securities

There were no purchases or disposals of quoted securities for the financial quarter ended 31 December 2006. 

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:

	
	Ringgit
	Denominated 
	

	
	Malaysia
	in US$
	Total

	
	(RM'000)
	(RM'000)
	(RM'000)

	Unsecured :
	
	
	

	      - Bills payable
	101,948
	699
	102,647

	      - Short term loan
	97,800
	-
	97,800

	      - Long term loan
	338,850
	-
	338,850

	Amount due to Cagamas Berhad
	21,911
	-
	21,911

	Total borrowings
	
	
	561,208

	
	
	
	

	Comprising :
	
	
	

	Amount repayable within one year
	
	
	215,112

	Amount repayable after one year
	
	
	346,096

	
	
	
	561,208


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 15 February 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
	2,488,133
	79,356
	22/02/07-10/05/07


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 

Tan Chong & Sons Motor Company Sdn Bhd (“TCM”), a wholly-owned subsidiary of Tan Chong Motor Holdings Berhad, was served with a Writ of Summons and Statements of Claim in 1985 filed by Teck Guan Trading (Sabah) Sdn Bhd (“Teck Guan”) as plaintiff in Kota Kinabalu High Court Suit K1420 of 1985. The suit was consolidated with Kota Kinabalu High Court Suit K243 of 1989 by order of the Court made on 25 and 30 September 1999. Nissan Motor Co. Ltd (“Nissan”) and Auto Dunia Sdn Bhd (“Auto Dunia”) were the codefendants of the suit.  

In the suit:

(a) Teck Guan claims against TCM and Auto Dunia jointly and severally for damages for inducing Nissan to breach the sole distributorship agreement to sell Nissan vehicles in Sabah.

(b) Teck Guan is also claiming against TCM for liquidated damages of RM2,970,327.00 for TCM’s alleged breach of agreement to procure the best obtainable rate for marine insurance premium, port charges and local delivery charges for the vehicles sold and delivered to Teck Guan and/or overcharging Teck Guan the marine insurance premium, port charges and local delivery charges.

(c) Alternatively Teck Guan is claiming for damages against TCM for damages for the unlawful termination of the sole distributorship agreement allegedly made in 1978 between Teck Guan and TCM.

TCM is defending Teck Guan’s claim and its Defence has been filed.  The pleadings is closed and the parties have filed in their respective witnesses’ statements.  The hearing of the matter has been postponed from 14 December 2006 to 17 April 2007.  

12.  Dividend 

The Board has recommended a final dividend of 5% less tax of 27% for the year ended 31 December 2006 (2005 – 10% less 28% income tax).  The amount payable is RM12.20 million (2005 – RM24.11 million).
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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

	
	2006
	2005
	2006
	2005

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

	Effect of shares buyback during the period
	(88)
	0
	(740)
	0

	Weighted average number of ordinary shares

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

668,682

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

669,972

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

669,232
=======
	------------

669,972

=======


BY ORDER OF THE BOARD

YAP BEE LEE

Company Secretary

Kuala Lumpur

22 February 2007
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