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  TAMCO CORPORATE HOLDINGS BERHAD 
(Incorporated in Malaysia)

(Company No.: 6614-w)

A. NOTES TO THE FULL YEAR FINANCIAL REPORT

(For the Financial Year Ended 31 May 2004)

A1.
Basis of Preparation

The full year financial report of Tamco Corporate Holdings Berhad (“Tamco”) and its subsidiaries  (“Group”) is unaudited and has been prepared in compliance with MASB 26: Interim Financial Reporting and Chapter 7 Part VI of the Listing Requirements of Bursa Malaysia Securities Berhad (formerly known as Malaysia Securities Exchange Berhad) (“Bursa Securities”) for the MESDAQ Market (“MESDAQ Listing Requirements”).

The full year financial report of the Group should be read in conjunction with the audited consolidated financial statements of the Group for the financial year ended 31 May 2003. 

The accounting policies and methods of computation adopted by the Group in this full year financial report are consistent with those adopted in the most recent audited consolidated financial statements of the Group for the financial year ended 31 May 2003, except for the adoption of the following Malaysian Accounting Standards Board (“MASB”) standards, which became effective for the Group from 1 June 2003: -


MASB 25 - ‘Income Taxes’


MASB 27 - ‘Borrowing Costs’


MASB 29 - ‘Employee Benefits’ 

The adoption of MASB 25 and MASB 27 has no effect on the financial statements presented, nor led to restatement of prior year results as the Group and the Company were already following the recognition and measurement principles in the standards where applicable.

The adoption of MASB 29 resulted in the Group making accruals for obligations in respect of short-term employee benefits in the form of accumulating compensated absences. Prior to the adoption of MASB 29, the obligations were not accrued for. The accumulative accruals made amounted to approximately RM300,000 and as the effect on the financial statements  taken as a whole is not significant, it has been recognised entirely in the current period results without a prior year adjustment.

A2.
Qualification of Annual Audit Report of Preceding Financial Statements

There was no audit qualification in the audit report of the Group’s preceding financial statements for the financial year ended 31 May 2003.

A3.
Seasonality or Cyclicality of Interim Operations

The operations of the Group were not significantly affected by seasonal and cyclicality factors during the financial year ended 31 May 2004.

A4.
Items of Unusual Nature and Amount

During the financial year ended 31 May 2004, there were no items affecting the assets, liabilities, equity, net income or cash flows of the Group that are unusual because of their nature, size or incidence.

A5.
Changes in Estimates Reported in Prior Interim Periods of the Current Financial Year or Prior Financial Year

There were no changes in the nature and amount of estimates reported in prior financial years, which have a material effect in the financial year ended 31 May 2004.

A6.
Debts and Equity Securities

Other than disclosed below, there were no issuance and repayment of debt securities, share buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial year ended 31 May 2004.

 Ordinary Shares


Number of  shares

RM






Issued and fully paid up ordinary share:-




As at 1 June 2003 (at par value of RM1.00)
8,400,000

8,400,000

Issue of  new shares (at par value of RM1.00)1 
103,843,860

103,843,860


112,243,860

112,243,860






Sub-division of RM1.00 to RM0.50 par value (at par value of RM0.50)2
224,487,720

112,243,860

As at 31 May 2004 (at par value of RM0.50)2
224,487,720

112,243,860

Preference Shares 


Number of shares

RM






Issued and fully paid up preference shares of RM1.00 each:-




As at 1 June 2003 
20,000,000

20,000,000

Redemption of preference shares on 25 August 2003  
(20,000,000)

(20,000,000)

As at 31 May 2004 
0

0

Notes:

1 On 25 August 2003, the Company completed its capital restructuring exercise which involved the following:

(a) the issuance of 20,000,000 new ordinary shares of RM1.00 each in the Company to Nylex (Malaysia) Berhad (“Nylex”), the then holding company of the Company, at an issue price of RM1.00 each per share in order to raise proceeds for the redemption of the entire 20,000,000 11.5% cumulative redeemable preference shares of RM1.00 each in the Company held by Nylex; and

(b) the capitalisation of inter-company advances by Nylex to the Company amounting to RM83,843,860 into 83,843,860 new ordinary shares of RM1.00 each in the Company issued to Nylex at an issue price of RM1.00 per share.

2 On 12 January 2004, the Company completed a share split of each of its ordinary shares of RM1.00 each into two (2) ordinary shares of RM0.50 each.

In addition to the above, the Company had, on 28 August 2003, issued RM80.0 million nominal value fixed rate long term Bai’ Bithaman Ajil Serial Bonds (“Bonds”), in two (2) series of three and five years amounting to RM20.0 million and RM60.0 million, respectively.  The Bonds have been classified under long term borrowings under Note B10.

A7.
Dividend Paid


The Company paid a dividend of 11.5% less tax amounting to RM1,656,000 on the preference shares in respect of the financial year ended 31 May 2003 during the current financial year ended 31 May 2004. 

A8.    Segment Revenue and Results

The consolidated revenue and consolidated results of the Company for the current financial year-to-date, analysed by business segments are as follows: -

Financial Year Ended 31 May 2004
 Manufacturing 

& Design 
 Distribution 
 Eliminations 
 Consolidated 







 
 RM'000 
 RM'000 
 RM'000 
 RM'000 

 Revenue 
 
 
 
 

 External Sales 
          208,462 
            53,293 
                  -   
          261,755 

 Inter-segment sales 
            20,485 
                794 
           (21,279)
                  -   

 Total Revenue 
          228,947 
            54,087 
           (21,279)
          261,755 

 
 
 
 
 

 Segment Results 
            25,347 
              (685)
                (520)
            24,142 

 Amortisation of Goodwill 
 
 
 
            (1,314)

 Operating Profit 
 
 
 
            22,828 

 Interest Expenses 
 
 
 
            (5,827)

 Interest Income 
 
 
 
             1,248 

 Share of results of associates 
 
 
 
                542 

 Profit before taxation 
 
 
 
            18,791 

 Taxation  
 
 
 
            (5,927)

 Profit after tax 
 
 
 
            12,864 

 Minority Interest 
 
 
 
                  -   

 Net Profit for the year 
 
 
 
            12,864 

 
 
 
 
 

Financial Year Ended 

31 May 2003
 Manufacturing 

& Design 
 Distribution 
 Eliminations 
 Consolidated 







 
 RM'000 
 RM'000 
 RM'000 
 RM'000 

 Revenue 
 
 
 
 

 External Sales 
          205,694 
            49,536 
                  -   
          255,230

 Inter-segment sales 
            17,751
                  -   
           (17,751)
                  -   

 Total Revenue 
          223,445 
            49,536 
           (17,751)
          255,230

 
 
 
 
 

 Segment Results 
            20,580 
             1,909 
            (2,245)
            20,244

 Amortisation of Goodwill 
 
 
 
               (501)

 Operating Profit 
 
 
 
            19,743

 Interest Expenses 
 
 
 
            (5,166)

 Interest Income 
 
 
 
                  292  

 Share of results of associates 
 
 
 
                    9 

 Profit before taxation 
 
 
 
            14,878 

 Taxation  
 
 
 
            (5,202)

 Profit after tax 
 
 
 
             9,676 

 Minority Interest 
 
 
 
                  -   

 Net Profit for the year 
 
 
 
             9,676 

 
 
 
 
 

A9.
Valuation of Property, Plant and Equipment

The valuations of land and buildings have been brought forward, without amendment from the most recent annual audited financial statements for the financial year ended 31 May 2003. 

A10.
Material Events Subsequent to the End of the Interim Period

Subsequent to the financial year ended 31 May 2004, the Company had on 29 June 2004, placed out 35,000,000 new ordinary shares of RM0.50 each i at an issue price of RM0.50 each to certain Bumiputera investors approved by the Ministry of International Trade and Industry (“Bumiputera Placement”), in conjunction with its listing on the MESDAQ Market.  The Company was subsequently admitted to the official list of the MESDAQ Market on 6 July 2004.

Save for the above Bumiputera Placement, there were no other material events subsequent to the end of the financial year ended 31 May 2004 up to the date of this report that have not been reflected in the consolidated financial statements of Group for the financial year ended 31 May 2004.
A11.
Changes in Composition of the Group

There were no material changes in the composition of the Group for the current quarter and financial year-to-date, including business combinations, acquisition or disposal of subsidiaries and long term investments, restructurings and discontinuing operations.

A12.
Contingent Liabilities


Unsecured:













As At

As At











        
          31.05.04                 31.05.03










           RM’000

RM’000

Corporate guarantees given to financial institutions for facilities granted to subsidiaries  & bank guarantees
     60,690

      49,441

B.
ADDITIONAL INFORMATION REQUIRED BY THE MESDAQ LISTING REQUIREMENTS 

B1.
Review of Group’s Performance for the Financial Year.



For the current financial year under review, Tamco Group achieved consolidated sales of RM261.8 million and a consolidated net profit after tax and minority interest (“NPAT”) of RM12.9 million, compared to RM255.2 million and RM9.7 million, respectively, for the previous financial year, representing a 2.6% and  33.0% increase in sales and NPAT, respectively.

The Company’s Manufacturing & Design Division’s sales for the current financial year increased by RM5.5 million or 2.5% to RM228.9 million from RM223.4 million for the previous financial year ended 31 May 2003, mainly due to an increase in sales contribution from the Company’s subsidiaries in China. The operating profits of the Company’s Manufacturing & Design Division for the financial year also increased by RM4.7 million or 22.8% to RM25.3 million, as compared to RM20.6 million recorded for the financial year ended 31 May 2003, in line with the increase in sales as well as a one-off net exchange gain recorded by the Group.  

The Company’s Distribution Division’s sales for the current financial year increased by RM4.6 million or 9.3% to RM54.1 million from RM49.5 million for the previous financial year ended 31 May 2003.  However, the Company’s Distribution Division recorded a loss of RM0.7 million for the current financial year as compared to a positive contribution of RM1.9 million from  the previous financial year ended 31 May 2003, mainly attributable to intense competition in markets in Hong Kong and Singapore during the current financial year, which led to a reduction in profit margins.

B2.
Material Change in the Profit Before Taxation for the Current Quarter as compared with Immediate Preceding Quarter
Not applicable as this is the first reporting quarter of the Company.

B3.
Next Year’s Prospects

The prospects for the next financial year will continue to depend on the ability of the Manufacturing & Design Division to capitalise on its leading market positions in the sectors it serves. The Directors expect the Group performance to be satisfactory the next financial year.

B4.
Variance of Actual Profit from Forecast Profit / Profit Guarantee

The Group achieved a profit after tax and minority interest of RM12.9 million for the financial year ended 31 May 2004 as compared to the forecast profit after tax and minority interest of RM13.1 million as disclosed in the Prospectus dated 1 July 2004.

The shortfall in actual profits amounting to RM0.2 million or 1.5% was due to, inter-alia,  weaker performance of the Indonesian operations and the - Distribution Division.

B5.
Taxation 



Cumulative Quarter


Current Year 31.05.04
Preceding Year 31.05.03






RM'000
RM'000

Taxation based on results for the period



 - Current



     Malaysian
      (3,878)
      (5,092)

     Foreign
              -
        (422)

 - Deferred
       (1,843)
         390

 - Deferred tax rate change
           11 
            -   

 - Deferred tax benefits
            -   
             5 


      (5,710)
      (5,119)

Over/(Under) provision in prior years
        (217)
          (83)


      (5,927)
      (5,202)

The effective tax rates of the Group are disproportionate to the statutory tax rate mainly due to the absence of group relief for losses suffered by certain subsidiaries.

B6.
Profits/(losses) on Sale of Unquoted Investments/Properties

There were no disposals of unquoted investments/properties for the current quarter and financial year-to-date, except for the following: -

· On 28 May 2003, Universal Motor Kontrol Pty Limited, a 100% owned subsidiary of the Company, entered into a contract for the sale of its properties. The sale was completed on 28 August 2003 and the net gain arising from the sale amounting to RM1,096,846, was recognised in the income statement in the first quarter of the financial year ended 31 May 2004.

B7.
Quoted Securities

There was no purchase and disposal of quoted securities for the current quarter and financial year-to-date.

There was no investment in quoted shares as at 31 May 2004.

B8.
Utilisation of Proceeds
On 29 June 2004, the Company issued 35,000,000 new ordinary shares of RM0.50 each (“Tamco Shares”) to certain Bumiputera investors approved by the Ministry of International Trade and Industry at an issue price of RM0.50 per Tamco Share. To date, Tamco has utilised RM1,500,000 of the total RM17,500,000 proceeds received  to settle expenses incurred in relation to its listing on the MESDAQ Market of Bursa Securities.  The remaining RM16,000,000 of the proceeds from the Bumiputera Placement is proposed to be utilised to acquire additional businesses in switchgear and power technology to expand the range of products offered  by Tamco Group.  At present, no acquisition targets have been identified.  Nevertheless, subject to Tamco identifying suitable investments which meet the above objectives, Tamco will endeavour to utilise the proceeds from the Bumiputera Placement within three (3) years from receipt of the aforesaid proceeds.

B9.
Status of Corporate Proposals

Save for the Proposed Additional Placement set out below, there are no other corporate proposals announced by Tamco which are  not completed as at the date of this report.

Proposed Additional Placement (as announced on 2 March 2004)

On 21 May 2004, the shareholders of Nylex, the then holding company of Tamco at that time, approved the additional placement of up to 40,000,000 new Tamco Shares at an issue price of RM0.50 each to strategic investors at Nylex’s Extraordinary General Meeting.

On 18 June 2004, the Securities Commission (“SC”) has, via its letter, approved the Proposed Additional Placement and the listing of and quotation for the new ordinary shares of RM0.50 each in Tamco that will be issued pursuant to the Proposed Additional Placement on the MESDAQ Market of Bursa Securities. In the aforementioned letter, the SC has also approved the Proposed Additional Placement pursuant to the Guidelines for the Acquisition of Assets, Mergers and Take-Overs, 1974 issued by the Foreign Investment Committee.

On 21 June 2004, the Proposed Additional Placement, including the proposed listing and quotation of up to 40,000,000 ordinary shares of RM0.50 each in Tamco was approved by Bursa Securities.

The Ministry of International Trade and Industry subsequently approved the Proposed Additional Placement on 12 July 2004.

To date, the Board has not identified any suitable strategic investors for the Proposed Additional Placement.
B10.
Group Borrowings








As At 31.05.04 

(RM '000 equivalent)
As At 31.05.03 

(RM '000 equivalent)









Short-term borrowings



Unsecured



 - Ringgit Malaysia
               34,034 
               14,340 

 - US Dollar
               20,217 
               13,068

 - Australian Dollar
               19,511 
               22,612 





 - Singapore Dollar
                     37 
                      -   






     73,799
         50,020

Long-term borrowings



Secured



 - Ringgit Malaysia
               80,000 
                      -   

Unsecured



 - Ringgit Malaysia
                    447 
                 1,308 

 - Singapore Dollar
                    299 
                      -   


         80,746
            1,308

Total Borrowings
       154,545
          51,328

B11.
Financial Instruments with Off Balance Sheet Risk

There were no financial instruments with off balance sheet risk as at the date of this report.

B12.
Material Litigation 

(a)
Tamco v 1. Sinaran Takhta-Tamco Sdn Bhd 2. Zamri Bin Rahmat 3. Rashidah Binti Abd. Jalil (“Defendants”)

This case relates to the recovery of debts due for goods delivered by Tamco amounting to RM4,027,612.  Summary judgment was obtained against all the Defendants on 30 September 2002 for RM4,027,612 together with interest thereon at 1.5% per month from 16 January 2002.  The Defendants filed an appeal against the above judgment.  Hearing for the appeal has been  fixed on 24 August 2004.  

Bankruptcy notices were filed against the 2nd and 3rd Defendants.  The application by Zamri Bin Rahmat to set aside the bankruptcy notice against him was subsequently withdrawn with no order as to cost.  The application made by Rashidah Binti Abd. Jalil to set aside the bankruptcy notice against her was fixed for hearing on 7 July 2004, which was subsequently postponed to 29 July 2004. 

(b)
PowerKontrol Austalia Limited (“PKA”) v Universal Motor Kontrol Pty Ltd (“UMK”)


UMK was served on 27 August 2003 with a statement of claim in the Supreme Court of Victoria (commercial and equity division) (“Court”) (proceeding number 7346/03-1) in respect of a debt claim of HKD9,894,121 and HKD1,350 for legal costs.  The claim related to contract variation claims against UMK for work subcontracted to PKA by UMK in connection with the AMEC Electrical Mechanical Engineers contracts for the Mass Transit Railway Corporation and Kowloon Canton Railway Corporation projects.  The Court originally ordered for mediation to be completed by 25 June 2004.  This has subsequently been postponed to 2 September 2004. 

B13.
Dividend

The Directors do not recommend the payment of any dividend for the current financial year ended 31 May 2004.
B14.
Earnings per Share

Basic Earnings Per Share

The calculation of basic earnings per share was based on the net profit attributable to ordinary shareholders for the cumulative quarter ended  31 May 2004 of RM12.86 million (net profit for the cumulative quarter ended  31 May 2003: RM9.68 million) as reported in the condensed income statement of the Group, divided by the weighted average number of ordinary shares of the Company in issue during the financial year ended 31 May 2004 of 141,551,486 ordinary shares of RM0.50 each (financial year ended 31 May 2003: 8,400,000 ordinary shares of RM1.00 each.

Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

Choo Se Eng 

Secretary

Petaling Jaya, Selangor Darul Ehsan 

29 July 2004
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