MALAYSIAN TOBACCO COMPANY BERHAD


NOTES

Quarterly Report: 12 months to 31 December 1999

1. The same accounting policies and methods of computation are followed in the quarterly financial statement as compared with the most recent annual financial statement.

2. Please refer to note 8 below for exceptional items. 
3. There were no extraordinary items for the financial year under review.

4. There were no provisions made for taxation other than tax on dividends received by the Company for the current financial year in line with the recent announcement on waiver of tax on 1999 income. No adjustments were made for the under/over provisions in respect of prior years except for deferred tax of RM500,000 provided in previous years written back.

5. There were no pre-acquisition profits for the current financial year to date.

6. Please refer to note 8 below on sale of investments.

7. For the current financial year to date there were no purchases or disposals of quoted securities.

8. On 2 November 1999, the Company disposed its entire operating businesses and the entire issued and paid up capital of Commercial Marketers and Distributors Sdn. Bhd. (formerly known as MTC Marketing Sendirian Berhad), comprising 20,000,000 ordinary shares of RM 1.00 each to British American Tobacco (Malaysia) Berhad (formerly known as Rothmans of Pall Mall (Malaysia) Berhad). Accordingly, subsequent to the disposal, the Company ceased to carry on the business of manufacture, importation and sale of cigarettes and other tobacco products. The total cash consideration and the profit arising from these disposals was RM 769,500,000 and RM 587,578,000 respectively.
Summary effect of sale of business:

Net assets disposed:
RM’ 000
Fixed assets
220,297

Stocks
65,674

Debtors
8,106

Amounts due from other related companies
9,207

Cash and bank balances
5,784

Creditors
(58,475)

Bank borrowings
(80,000)

Subsidiary company amounts
(11,449)

Retirement benefits
(  1,641)

157,503

Transaction related cost
    3,419

Gain on disposal
a
         78

Total consideration received
161,000
Summary effect of sale of subsidiary company:

Cost of investment
145,000

Transaction related cost 
    1,000

Gain on disposal 
b
462,500

Total consideration received
608,500
Capital reserves written back to Profit and Loss
c 
125,000
Total gain on disposal
a+b+c
587,578
9. The disposal of Malaysian Tobacco Company Berhad’s tobacco business to British American Tobacco (Malaysia) Berhad (formerly known as Rothmans of Pall Mall (Malaysia) Berhad) was completed on 2 November 1999. The proceeds from the disposal amounting to RM769.5 million are currently placed under fixed deposit, earning interest. The utilisation of the proceeds is subject to the Securities Commission’s approval. 
Pursuant to section 125 of the KLSE main board listing requirements, a company (other than an investment company, bank, finance or insurance company) whose assets consist of 70% or more of cash or short term investments, and which ceases to have a business will normally have its listing suspended. The suspension will normally remain in force until such time as the company has a business which is able to satisfy the Exchange’s normal requirements for listing and all relevant information has been made available. In addressing this section, the Company has made an application to the KLSE for an extension of time and has been granted a grace period of up to 2 May 2000 (ie 6 months from the Completion Date of 2 November 1999) to procure new assets/businesses.

The Directors of Malaysian Tobacco Company Berhad are actively looking for new investors or new assets/businesses to take control/to be injected into the Company so as to maximise the value of Malaysian Tobacco Company Berhad shares and to retain its listed status. A detailed announcement will be made upon finalisation of the terms of any transaction.

10. The Company’s business operations were not significantly affected by any seasonal and cyclical factors.

11. The Company was not involved in any issuance and repayment of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to date.

12.  As at 31 December 1999, the Company has no borrowings, secured or unsecured.

13. There were no contingent liabilities as at 14 February 2000 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

14. There were no financial instruments with off-balance sheet risk as at 14 February 2000 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

15. There was no material litigation as at 14 February 2000 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

16. No segmental analysis has been prepared, as the Company has ceased to carry on the business of manufacture, importation and sale of cigarettes and other tobacco products.

17. Explanatory comments on any material change in the profit before taxation for the quarter reported on as compared with the preceding quarter are not applicable as the results of the preceding quarter are reported on a group level and the current quarter is reported on a company level.

18. The Company’s performance before the disposal of the business as mentioned in note 8, has benefited from higher margins and increase in export revenues. The demand for its key brands has continued but this is partly offset by revenue decline from unsupported  non-key brands in line with our strategy.  

In the opinion of the Directors, no item, transaction or event of a material and unusual nature has arisen which would affect substantially the results of the operations of the Company for the period from the end of the twelve months under review to the date this report is made.

19. Please refer to note 9 on current year prospects.

20. Explanatory notes for any variance of actual profit from forecast and for any shortfall in the profit guarantee are not applicable as the Company has not given any profit forecast and profit guarantee in respect of any corporate proposals. 

21. Dividend :

A dividend of 5 sen per share less income tax of 28% per share was paid on 30 September 1999. The decision on future dividend payment will depend upon plans for assets injection. To-date, no decision has been made in respect of the amount and timing of future dividend payment.

22. The accounts are presented on a company level for the financial year ended 31 December 1999 and on a group level for the comparative financial year ended 31 December 1998. Please refer to note 8 for composition of the Company.

By Order of the Board

LINDA G.OLIVEIRO

Secretary

Kuala Lumpur

21 February 2000

