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A. NOTES TO THE QUARTER FINANCIAL REPORT

(For the Financial Quarter Ended 30 November 2004)

A1.
Basis of Preparation

The quarterly 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 quarterly 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  quarterly 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 30 November 2004 and the current financial year to date.

A4.
Items of Unusual Nature and Amount

During the financial quarter ended 30 November 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 30 November 2004 and the current financial year to date.

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 30 November 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 30 November 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: -

6 Months Ended 30 November 2004 (RM'000)
 Manufacturing  
 Distribution 
 Eliminations 
 Consolidated 


 & Design 
 
 
 

Revenue
 
 
 
 

External Sales
                      132,704 
                  29,592 
 
                 162,296 

Intersegment Sales
                        20,429 
                       607 
                 (21,036)
                          -   

Total Revenue
                    153,133 
                 30,199 
               (21,036)
               162,296 

 
 
 
 
 

Segment Result
                            (294)
                      (134)
                      (201)
                      (629)

Amortisation of Goodwill
 
 
 
                      (656)

Operating Loss
 
 
 
                  (1,285)

Interest Income
 
 
 
140

Interest Expense
 
 
 
                   (3,753)

Share of Associate Profit/(Losses)
 
 
 
                          (2)

Loss before tax
 
 
 
                  (4,900)

Taxation
 
 
 
                   (1,056)

Loss after tax
 
 
 
                  (5,956)

Minority interest
 
 
 
 

Net Loss after tax
 
 
 
                  (5,956)













6 Months Ended 30 November 2003 (RM'000)
 Manufacturing  
 Distribution 
 Eliminations 
 Consolidated 


 & Design 
 
 
 

Revenue
 
 
 
 

External Sales
                        80,267 
                  30,265 
                          -   
                 110,532 

Intersegment Sales
                          8,311 
                          -   
                   (8,311)
                          -   

Total Revenue
                       88,578 
                 30,265 
                 (8,311)
               110,532 

 
 
 
 
 

Segment Result
                          3,358 
                       557 
                       574 
                     4,489 

Amortisation of Goodwill
 
 
 
                      (657)

Operating Loss
 
 
 
                   3,832 

Interest Income
 
 
 
                        144 

Interest Expense
 
 
 
                   (2,377)

Share of Associate Profit/(Losses)
 
 
 
                        (11)

Loss before tax
 
 
 
                   1,588 

Taxation
 
 
 
                   (1,335)

Profit after tax
 
 
 
                       253 

Minority interest
 
 
 
 

Net profit after tax
 
 
 
                       253 

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

There were no material events subsequent to the end of the quarter ended 30 November 2004 up to the date of this report that have not been reflected in the consolidated financial statements of the Group for the current financial quarter.


A11.
Changes in Composition of the Group

On 6 September 2004, Commerce International Merchant Bankers Berhad (CIMB) 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 for a total cash consideration of up to EUR4.6 million, subject to the terms and conditions of the SPA (“Decom Acquisition”).  The transaction was completed on 18 November 2004. 

Save for the above, 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











        
          30.11.04                 31.05.04










           RM’000

RM’000

Corporate guarantees given to financial institutions for facilities granted to subsidiaries
36,208

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 RM83.6million and a consolidated net loss after tax and minority interest (“NPAT”) of RM8.1million.  This represents an increase of 52.2% over the group turnover of RM54.9 million recorded in the second quarter of the previous financial year ended 30 November 2003. However, the Tamco Group recorded a Net Loss of RM8.1 million 
as compared to a net loss of RM0.75 million for the corresponding quarter the previous financial year.
The Manufacturing & Design Division contributed external sales of RM67.9 million as compared to RM38.7 million recorded in the second quarter of the previous financial year.  This was mainly attributable to the increase in sales from the Malaysian and China operations. However, the Manufacturing & Design Division recorded an operating loss of RM6.1 million for the financial quarter as compared to an operational profit of RM0.4 million recorded in the first quarter of the previous year. The losses were principally attributed to 2 main reasons. Firstly, the Group experienced unprecedented, severe raw material price increases of copper and steel, coupled with the continued weakness of the US Dollar vis-à-vis the Euro and Yen, which increased the cost of imported components and materials.  Secondly, the Group recorded a one-time write-off of RM5.6 million related to a railway project in Hong Kong which is included in other operating expenses.

External sales of the Distribution Division decreased marginally by RM0.5 million or 3.2% to RM15.7 million compared with sales of RM16.2 million recorded in the second 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 RM0.1 million for the current financial quarter, compared to an operating profit of RM0.36 million for the second 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 RM80.2 million, an increase of 1.9% as compared to the turnover of RM78.7 million achieved in the previous financial quarter ended 31 August 2004. However a net loss of RM8.1 million was recorded for the quarter as compared to a net profit of RM2.2 million the previous quarter. 
The Manufacturing & Design Division’s external sales for the current financial quarter is on par with that the previous financial quarter. However, an operating loss of RM6.1 million was incurred for the quarter as compared to net profit of RM5.8 million the previous quarter. The current period losses were explained in B1 above.

 The Distribution Division’s external sales for the current financial quarter increased by RM 1.8 million or 13.2% to RM15.7 million from RM13.9million in the previous financial quarter. However, the operating loss increased marginally to RM86,000 from RM48,000 owing to higher operating expenses.

 B3.
Current Year’s Prospects

The Group will not meet the forecasted 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.  It is unlikely that the Group will be profitable for the financial year ending 31 May 2005.  However, the Board remains confident of the long term prospects of the power industry.
B4.
Variance of Actual Profit from Forecast Profit / Profit Guarantee

The Group has incurred a loss after tax and minority interest of RM8.1 million for the quarter ended 30 November 2004 and a loss after tax and minority interest of RM 6.0 million for the half year ended on the same date. The forecasted profit after tax and minority interest for the financial year ending 31 May 2005 is RM 16.6 million.

B5.
Taxation 

RM'000
 Culmulative Quarter 


 Current 
 Prior Year 

Taxation
 
 

Taxation based on the result for the period
 
 

-
Current 
 
 

 
Malaysia
                             965 
                       488 

 
Foreign
                             152 
                          -   

-
Deferred
                              (72)
                       847 

-
Deferred tax rate change
 
 

-
Deferred tax benefit
                                -   
                          -   

 
 
                          1,045 
                    1,335 

 
Over/(under) provision in prior year
                               11 
                          -   

 
 
                          1,056 
                    1,335 

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 financial quarter and financial year -to-date and there was no investment in quoted shares as at 30 November 2004.

B8.
Utilisation of Proceeds
On 29 June 2004, Tamco had issued 35,000,000 new ordinary shares of RM0.50 each (“Tamco Shares”) to certain Bumiputera investors at an issue price of RM0.50 per Tamco Share (“Bumiputera Placement”).  Tamco has utilised the proceeds of RM17.5 million from its Bumiputera Placement as follows:


RM Million

Expenses incurred in relation to its listing exercise
1.5




Decom Acquisition(1)
4.05


5.55

Notes:

(1)
On 18 November 2004, the company paid a sum of EUR 800,000 (RM4.052 million) being 80% of the initial purchase price of EUR 1.0 million upon the conditional completion of the said acquisition to the vendors of Decom Limited in regards to Decom Acquisition.

The remaining RM11.95 million of the proceeds from the Bumiputera Placement is proposed to be utilised to pay for the balance of the Decom Acquisition.

B9.
Status of Corporate Proposals

There were no corporate proposals announced by Tamco which are not completed as at the date of this report.

B10.
Group Borrowings


 
 
 As at 30.11.04 (RM'000 Equivalent) 
 As at 31.05.04 (RM'000 Equivalent) 

 
 



 
 



Short Term Borrowing
 
 

 
Unsecured
 
 

 
Ringit Malaysia
                        35,030 
                  34,034 

 
US Dollar
                        16,498 
                  20,217 

 
Hong Kong Dollar
                             486 
                          -   

 
Singapore Dollar
                             785 
                         37 

 
Chinese Renminbi
                                -   
                          -   

 
Australia Dollar
                        11,599 
                          -   

 
 
 
                  19,511 


 
                       64,398 
                 73,799 

Long Term Borrowing
 
 

 
Secured
 
 

 
Ringgit Malaysia
                        80,000 
                  80,000 

 
Unsecured
 
 


Ringgit Malaysia
                             272 
                       447 

 
Singapore Dollar
                               98 
                       299 

 
 
 
 

 
 
                       80,370 
                 80,746 

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 

Tamco v 1. Sinaran Takhta 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.

B13.
Dividends

The Directors do not recommend the payment of any dividend for the current financial quarter ended 30 November 2004.
B14.
Earnings per Share

Basic Earnings Per Share

The calculation of basic earnings per share was based on the net loss attributable to ordinary shareholders for the quarter ended 30 November 2004 of RM8.142 million (net profit for the quarter ended 30 November 2003: RM0.753 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 30 November 2004 of 259,487,720 ordinary shares of RM0.50 each (financial quarter ended 30 November 2003: 27,907,626 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 : 31 January 2005.
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