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  TAMCO CORPORATE HOLDINGS BERHAD 
(Incorporated in Malaysia)

(Company No.: 6614-w)

A. NOTES TO THE FIRST QUARTER FINANCIAL REPORT

(For the First Financial Quarter Ended 31 August 2004)

A1.
Basis of Preparation

The first quarter 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 first quarter 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 2004. 

The accounting policies and methods of computation adopted by the Group in this first quarter 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 2004.

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 2004.

A3.
Seasonality or Cyclicality of Interim Operations

The operations of the Group were not significantly affected by seasonal and cyclical factors during the financial quarter  ended 31 August  2004.

A4.
Items of Unusual Nature and Amount

During the financial quarter ended 31 August 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 year, which have a material effect in the financial quarter ended 31 August 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 quarter ended 31 August 2004.

  Ordinary Shares

	
	Number of  shares
	
	RM

	Issued and fully paid up ordinary share (at par value of RM0.50 each):-
	
	
	

	As at 1 June 2004 
	224,487,720
	
	112,243,860

	Issue of  new shares pursuant to Bumiputera placement 
	35,000,000
	
	17,500,000

	
	259,487,720
	
	129,743,860


A7.
Dividend Paid


There were no dividend payment during the first financial quarter ended 31 August 2004. 

A8.    Segment Revenue and Results

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

	1st Financial Quarter Ended 31 August 2004
	 Manufacturing 

& Design 
	 Distribution 
	 Eliminations 
	 Consolidated 

	
	
	
	
	

	 
	 RM'000 
	 RM'000 
	 RM'000 
	 RM'000 

	 Revenue 
	 
	 
	 
	 

	 External Sales 
	64,816
	13,882
	-
	78,698

	 Inter-segment sales 
	8,186
	231
	(8,417)
	-

	 Total Revenue 
	73,002
	14,113
	(8,417)
	78,698

	 
	
	
	
	

	 Segment Results 
	5,800
	(48)
	(78)
	5,674

	 Amortisation of Goodwill 
	
	
	
	(328)

	 Operating Profit 
	
	
	
	5,346

	 Interest Income
	
	
	
	86

	 Interest Expenses 
	
	
	
	(1,873)

	 Share of results of associates 
	
	
	
	(29)

	 Profit before taxation 
	
	
	
	3,530

	 Taxation  
	
	
	
	(1,344)

	 Profit after tax 
	
	
	
	2,186

	 Minority Interest 
	
	
	
	-

	 Net Profit 
	
	
	
	2,186

	 
	 
	 
	 
	 


	1st Financial Quarter Ended 31 August 2003
	 Manufacturing 

& Design 
	 Distribution 
	 Eliminations 
	 Consolidated 

	
	
	
	
	

	 
	 RM'000 
	 RM'000 
	 RM'000 
	 RM'000 

	 Revenue 
	 
	 
	 
	 

	 External Sales 
	41,585
	14,021
	
	55,606

	 Inter-segment sales 
	5,833
	-
	(5,833)
	-

	 Total Revenue 
	47,418
	14,021
	
	55,606

	 
	
	
	
	

	 Segment Results 
	2,945
	193
	57
	3,195

	 Amortisation of Goodwill 
	
	
	
	(328)

	 Operating Profit 
	
	
	
	2,867

	 Interest Income
	
	
	
	63

	 Interest Expenses
	
	
	
	(1,101)

	 Share of results of associates 
	
	
	
	-

	 Profit before taxation 
	
	
	
	1,829

	 Taxation  
	
	
	
	(823)

	 Profit after tax 
	
	
	
	1,006

	 Minority Interest 
	
	
	
	-

	 Net Profit 
	
	
	
	1,006

	 
	 
	 
	 
	 


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 2004. 

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

On 6 September 2004, Commerce International Merchant Bankers Berhad announced on behalf of the Company that the Company had entered into a conditional sale and purchase agreement ("SPA") with Klaus Bodenstein, Heinz Dieter Max Franz Juette and Guenter Leonhardt ("the Vendors") to acquire 600,000 ordinary shares of HKD1.00 each in Decom Limited (“Decom”) representing 60% equity interest of the issued and fully paid-up share capital of Decom, the details of which are in B9 below.
Save for the above, there were no other material events subsequent to the end of the 3 months period ended 31 August 2004 up to the date of this report that have not been reflected in the consolidated financial statements of the Group for the 3 months period ended 31 August 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











        
          31.08.04                 31.05.04










           RM’000

RM’000

	Corporate guarantees given to financial institutions for facilities granted to subsidiaries
	37,081
	
	49,441


B.
ADDITIONAL INFORMATION REQUIRED BY THE MESDAQ LISTING REQUIREMENTS 

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



For the current financial quarter under review, the Tamco Group achieved a turnover of RM78.7 million and a consolidated net profit after tax and minority interest (“NPAT”) of RM2.2 million.  This represents an increase of 41.5% and 117.3% over the group turnover of RM55.6 million and NPAT of RM1.0 million respectively, recorded in the first quarter of the previous financial year ended 31 August 2003. 
The Manufacturing & Design Division contributed external sales of RM64.8 million representing an increase of RM23.2 million or 55.9% over sales of RM41.6 million recorded in the first quarter of the previous financial year.  This was mainly attributable to the increase in sales from the Malaysian and China operations. Correspondingly, the Manufacturing & Design Division recorded an operating profit of RM5.8 million for the financial quarter, representing an increase of RM2.9 million or 97.2% over the  RM2.9 million operating profit recorded in the first quarter of the previous year.
External sales of the Distribution Division decreased marginally by RM0.1million or 0.9% to RM13.9 million compared with sales of RM14.0 million recorded in the first quarter of the previous financial year.  The decline in sales was attributable to intense competition in the Hong Kong and Singapore markets resulting in the Distribution Division recording an operating loss of RM0.48 million for the current financial quarter, compared to an operating profit of RM0.19 million for the first quarter of the previous financial year.

B2.
Material Change in the Profit Before Taxation for the Current Quarter as compared with Immediate Preceding Quarter.

For the current financial quarter under review, the Tamco Group achieved a turnover of RM78.7 million and a consolidated net profit after tax and minority interest (“NPAT”) of RM2.2 million, compared to RM100.0 million and RM11.4 million respectively, for the previous financial quarter ended 31 May 2004, representing a 21.3% and 80.8% reduction in sales and NPAT, respectively. This was due to higher sales and deliveries of switchgear products to the Middle East and China in the previous quarter. 
The Manufacturing & Design Division’s external sales for the current financial quarter decreased by RM33.2 million or 31.3% to RM64.8 million from RM97.6 million from the previous financial quarter. As mentioned above, the decline was largely due to lower deliveries during the current quarter. In the previous quarter, sales were higher due to the unusually larger volume of deliveries which occur during the quarter.
Correspondingly, the operating profits of the Manufacturing & Design Division for the current financial quarter was lower at RM5.8 million as compared to RM20.7 million recorded for the previous financial quarter ended 31 May 2004.
However, the Distribution Division’s external sales for the current financial quarter increased by RM 1.4 million or 11.2% to RM13.9 million from RM12.5million in the previous financial quarter. In line with the increase in sales, the Distribution Division recorded a reduction in operating losses of RM1.223 million to RM0.048 million for the current financial quarter as compared to an operating loss of RM1.271 million in the previous financial quarter. Overheads were higher the previous quarter which was attributable to additional provision for doubtful debts, unutilised staff leaves and redundancy costs and the additional advertising & promotion expenses relating to the Uninterruptible Power Supply launch.
 B3.
Current Year’s Prospects

The prospects for the current 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. Not withstanding the current high commodity & crude oil prices, the Directors expect the Group’s performance to be satisfactory for the current financial year.

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

The Group achieved a profit after tax and minority interest of RM2.2 million for the financial quarter ended 31 August 2004, representing 13.3% of the full year forecast profit after tax and minority interest of RM16.6 million for the financial year ending 31 May 2005 as disclosed in the Prospectus dated 1 July 2004.

B5.
Taxation 

	

	Cumulative Quarter

	
	Current Year 31.08.04
	Preceding Year 31.08.03

	
	
	

	
	RM'000
	RM'000

	Taxation based on results for the period
	
	

	 - Current
	
	

	     Malaysian
	1,365
	(43)

	     Foreign
	-
	(7)

	 - Deferred
	(25)
	895

	 - Deferred tax rate change
	
	

	 - Deferred tax benefits
	
	

	
	1,340
	845

	Under / (Over) provision in prior years
	4
	(22)

	
	1,344
	823


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.

B7.
Quoted Securities

There was no purchase and disposal of quoted securities for the current quarter and financial period -to-date and there was no investment in quoted shares as at 31 August 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 Decom Ltd as disclosed in A10. 

B9.
Status of Corporate Proposals

Save for the Proposed Additional Placement and Proposed Acquisition 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)

The Board has decided not to proceed with the Proposed Additional Placement, the details of which were as announced in the previous Quarter Financial Report dated 29 July 2004.

Proposed Acquisition (as announced on 6 September 2004)

On 6 September 2004, Commerce International Merchant Bankers Berhad announced on behalf of the Company that the Company had entered into a conditional sale and purchase agreement ("SPA") with Klaus Bodenstein, Heinz Dieter Max Franz Juette and Guenter Leonhardt ("the Vendors") to acquire 600,000 ordinary shares of HKD1.00 each in Decom Limited (“Decom”) representing 60% equity interest of the issued and fully paid-up share capital of Decom (“Proposed Acquisition). The maximum cash consideration payable for the Proposed Acquisition is EUR4.6 million, with the initial payment of EUR1.0 million payable within 14 days upon completion and the balance to be payable subject to the terms and conditions of the SPA being met.
On 26 October 2004, Bank Negara Malaysia (“BNM”) had given its approval for the Proposed Acquisition. 
B10.
Group Borrowings







	
	As At 31.08.04 

(RM '000 equivalent)
	As At 31.05.04

(RM '000 equivalent)

	
	
	

	
	
	

	Short-term borrowings
	
	

	Unsecured
	
	

	 - Ringgit Malaysia
	30,237
	34,034

	 - US Dollar
	24,315
	20,217

	 - Australian Dollar
	10,099
	19,511

	 - Chinese Renminbi
	3,203
	

	 - Singapore Dollar
	179
	37

	- Hong Kong Dollar
	-
	

	
	68,033
	73,799

	Long-term borrowings
	
	

	Secured
	
	

	 - Ringgit Malaysia
	80,000
	80,000

	Unsecured
	
	

	 - Ringgit Malaysia
	272
	447

	 - Singapore Dollar
	289
	299

	
	80,561
	80,746

	Total Borrowings
	148,594
	154,545


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.  

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.  Creditors petition against Rashidah Binti Abdul Jalil had been filed on 30 September 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.   On 17 September, both parties agreed on a payment of HKD3,250,000 (RM1,577,670) to be paid by UMK to PKA as full and final settlement to the disputed PKA claims and UMK counterclaims. The amount is to be paid by 29 October 2004. The legal representatives of both parties have signed a consent order to the Supreme Court of Victoria, Australia to dismiss the Plaintiff’s claim and withdraw the defendant’s counterclaims respectively. In the same consent order, PKA assigned and surrender to the UMK its rights against AMEC for outstanding monies which is estimated to be HKD4,000,000 (RM1,941,747).
B13.
Dividends

The Directors do not recommend the payment of any dividend for the current financial quarter ended 31 August 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 quarter ended 31 August 2004 of RM2.186 million (net profit for the quarter ended 31 August 2003: RM1.006 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 quarter ended 31 August 2004 of 248,074,677 ordinary shares of RM0.50 each (financial quarter ended 31 August 2003: 43,390,866 ordinary shares of RM1.00 each).

Diluted Earnings Per Share

Not applicable.

BY ORDER OF THE BOARD

Choo Se Eng 

Company Secretary

Petaling Jaya

Date :   28 October 2004 
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