Notes:

1. Accounting Policies

The quarterly financial statement has been prepared based on accounting policies and methods of computation consistent with those adopted in the 31st December 2000 annual financial statement and the accounting policies comply with the approved accounting standards of Malaysian Accounting Standards Board.

2. Exceptional Items

There were no exceptional items during the financial period under review.

3. Extraordinary Items

There were no extraordinary items during the financial period under review.

4. Taxation

	Taxation comprises:
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The effective tax rate of the Group is higher than the statutory tax rate due mainly to losses of a subsidiary company which cannot be offset against profits of other subsidiary companies of the Group.

5.
Unquoted Investments and/(or) Properties

There was no sale of unquoted investments or properties during the financial period under review.

6. Quoted Investments

There was no purchase or disposal of quoted securities during the financial period under review and there were no investments in quoted shares as at the end of the reporting period.

7. Changes in the Composition of the Group

There were no changes in the composition of the Group during the financial period under review.

8. Status of Corporate Proposals

There were no corporate proposals announced but not completed at the date of this report.

9. Details of Changes in Debt and Equity Securities

There were no issuances or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period under review.

10. Group Borrowings and Debt Securities

There were no borrowings and debt securities as at the end of the reporting period.

11. Contingent Liabilities 

There were no contingent liabilities arising at the date of this report.

12. Off Balance Sheet Financial Instruments

No off balance sheet financial instruments were utilised for the current financial period to date.

13. Material Litigation

There was no material litigation pending at the date of this report.

14. Segmental Reporting

No segment analysis is prepared as the Group is primarily engaged in the manufacture and sale of cigarettes in Malaysia.

15. Comparison with Preceding Quarter’s result

For the quarter under review, the Group registered a revenue of RM154.6 million and a profit before taxation of RM10.7 million as compared to the preceding quarter's revenue of RM157.6 million and profit before taxation of RM23.1 million.

The reduction in revenue of 2% is mainly attributable to lower consumption arising from the effect of the excise tax increase and consequent cigarette price increase following the budget announcement in October 2001.

The decrease in profit before taxation is primarily due to the net effect of RM4.9 million of higher marketing support together with a machinery write-off of RM2.9 million. This is consistent with the group’s strategy of investment for the longer term.

16. Review of Performance for the Year ended 31st December 2001

The Group achieved a revenue of RM628.7 million and profit before taxation of RM80.6 million as compared to RM582.9 million and RM82.7 million in the previous year.

Revenue benefited from industry price increases in October 2000 & 2001 both driven by government cigarette tax increases. Profit before taxation was significantly impacted by local leaf shortage, resulting in the need to utilize more expensive imported leaf.

17. Material Events Subsequent to the End of the Period

There are no material events subsequent to the end of the period reported which have not been reflected in the financial period.

18. Seasonal or Cyclical Factors

The business operations of the Group were not materially affected by any seasonal or cyclical factors.

19. Current Year Prospects

2002 is expected to be another challenging year for the tobacco industry. There are several factors that account for this outlook.  First is the effect of the price increase in October 2001, the full effect of which will be felt in the coming year.  The latest price increase may lead to an increase in the incidence of contraband cigarettes, which has a direct negative impact on the Group’s volume of cigarettes sold.   A second factor is the continued shortage of local leaf, which will continue to have a negative impact on our margins.   

The reduction of import duty for leaf from RM50 per kg to RM40 per kg, as announced recently, will mitigate partly the impact of the local leaf shortage. The Company will continue to work closely with the relevant Government authorities to address this issue. 

Barring any unforseen circumstances, the Board are cautiously optimistic that the company can deliver a satisfactory performance in the coming year.

20. Profit Guarantee

There was no profit forecast or profit guarantee made during the financial period under review.

21. Dividends

The Directors do not recommend the payment of a dividend for the financial period under review.
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