
MALAYSIAN TOBACCO COMPANY BERHAD


(2866-T)


INCORPORATED IN MALAYSIA


QUARTERLY REPORT FOR THE FIRST QUARTER ENDED 31 MARCH 2003

	PART B – Explanatory Notes in Compliance with KLSE Listing Requirements Under Part A of Appendix 9B



1. Accounting policies

The quarterly condensed financial report of Malaysian Tobacco Company Berhad (“MTC” or “Company”) and its subsidiaries (collectively the “Group”) has been prepared in accordance with MASB 26 “ Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with MTC’s audited financial statements for the year ended 31 December 2002.

The accounting policies and presentation adopted for the quarterly condensed financial report are consistent with those adopted for the audited annual financial statements for the year ended 31 December 2002 except for the adoption of the following new approved Malaysian Accounting Standards Board (“MASB”) Standards applicable for the quarter ended 31 March 2003, set out below:

a) MASB 25 “Income Taxes” in respect of the recognition of deferred taxation. This constitutes a change in accounting policy and has been accounted for retrospectively; and

b) MASB 29 “Employee Benefits” in respect of the recognition of unutilised annual leave of employees.

The new accounting policy arising from the adoption of MASB 25 has the effect of decreasing the net profit for the first quarter ended 31 March 2003 by approximately RM100,000 due to the recognition of deferred taxation liability of a subsidiary. The effects of this change in accounting policy on the Group’s prior year financial statements are as follows :



As previously

Effect of change




reported

in policy
As restated



RM’000
RM’000
RM’000


As at 31 December 2002


- retained earnings
619,571
30,000
589,571


- deferred tax liabilities
0
(30,000)
(30,000)


═((═(═
((═(═
((═(═

In addition, the subsidiary has unutilised Investment Allowance (“IA”) estimated at RM688 million at the end of the current quarter, accorded by way of tax incentive under Schedule 7B of the Income Tax Act, 1967. Such IA can be utilised against future taxable business income of the subsidiary arising from its existing satellites. As a consequence thereof, the RM30.1 million deferred taxation liabilities provided in the Group will not materialise as the IA will be utilised against future taxable business income. Notwithstanding this, the amount of RM30.1 million has been taken up as a deferred taxation liability in the financial statements as MASB 25 “Income Taxes” does not allow the recognition of the tax benefits of IA.
2. Qualification of preceding annual report

There was no qualification to the preceding annual financial statements.

3. Seasonal / cyclical  factors of interim operations

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

4. Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the financial year to

date.

5. Nature and amount of changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years, if those changes have a material effect in the current interim period

There were no changes in estimates of amounts reported in prior interim periods of the current financial year or changes in estimates of amounts reported in prior financial years that had a material effect in the current interim period.

6. Issuances, cancellations, repurchases, resale and repayments of debt and equity securities

There had been no issuances, cancellations, repurchases, resale and repayments of debt and equity securities in the current interim period.

7. Dividends paid

There was no dividend declared or proposed during the financial year to date.  The dividends paid during the financial year to date are in relation to the payment of the previously unclaimed dividends which were declared in year 2000.

8. Segmental reporting

The main business segment of the Group is the satellite network operation of BSS, while other operations mainly comprise investment holding.  Segmental reporting for the financial year to date is as follows:

	Business segments


	QUARTER ENDED 

31.3.2003
	
	CUMULATIVE QUARTER ENDED

31.3.2003
	

	
	REVENUE

RM’000
	
	RESULTS

RM’000
	
	REVENUE

RM’000
	
	RESULTS

RM’000
	

	
	
	
	
	
	
	
	
	

	Satellite network operations
	31,327
	
	5,890
	
	31,327
	
	5,890
	

	Other operations
	-
	
	17
	
	-
	
	17
	

	
	
	
	
	
	
	
	
	

	Segment total
	31,327
	
	5,907
	
	31,327
	
	5,907
	

	Interest income
	-
	
	1,022
	
	-
	
	1,022
	

	Finance cost
	-
	
	(6,510)
	
	-
	
	(6,510)
	

	Inter segment elimination
	-
	
	-
	
	-
	
	-
	

	
	31,327
	
	419
	
	31,327
	
	419
	

	
	
	
	
	
	
	
	
	


No comparative information is required, as there was only one business segment for the preceding corresponding year to date.

9. Valuations of property, plant and equipment

There were no valuations of property, plant and equipment made in the previous financial years.

10. Material subsequent events

As at the date of this announcement, there were no material events subsequent to the end of the current quarter that have not been reported in this quarterly report.

11. Changes to the Group composition

There have been no changes in the Group composition during the current interim period. 

12. Contingent liabilities and contingent assets

Except as disclosed in the audited annual financial statements for the financial year ended 31 December 2002, there have been no changes in the contingent liabilities. There were no contingent assets as at the date of this quarterly report.
13. Review of performance

Following the cessation of its tobacco manufacturing business in November 1999, the Company was dormant and its revenue consisted solely of interest income from fixed deposits. Since the completion of the acquisition of BSS on 8 May 2002, the Company became an investment holding company with satellite network operations as the Group's main business activity.  

Review of current quarter’s and financial year to date’s performance

The Group’s turnover for the current quarter and financial year to date of RM31.33 million reflects the revenue generated from the satellite network operations of its subsidiary, BSS. The Group’s profit before taxation for the current quarter of RM419,000 includes interest income from the Company of RM123,000. There was a substantial decrease in interest income from the Company for the current quarter due to the reduction in available funds following the acquisition of BSS. 

Review of current quarter’s performance to the immediate preceding quarter

There was a decrease of RM6.34 million in Group’s revenue in the current quarter as compared to the preceding quarter ended 31 December 2002. This primarily contributed to a corresponding reduction in profit before taxation of RM6.52 million in the current quarter. The decrease in the Group’s revenue was mainly due to the reduction of satellite capacity leased by certain customers and termination of a certain transponder lease in accordance with the terms of the transponder lease agreement.

14. Prospects relating to financial year 2003

The Board believes that 2003 will continue to be a challenging year for the broadcasting and telecommunications industries which will have an impact on the demand for the Group’s products and services. Although there have been termination of certain transponder leases during the first quarter of 2003, we expect to be able to grow from our existing customer base and demand from new customers. Barring any other unforeseen circumstances, we expect the Group’s performance to be generally in line with current expectations.

15. Variance to profit forecast 

Not applicable.

16. Taxation

	
	
	GROUP LEVEL
	
	COMPANY

LEVEL
	
	
	
	GROUP LEVEL
	
	COMPANY LEVEL

	
	
	INDIVIDUAL QUARTER
	
	
	
	CUMULATIVE QUARTER

	
	
	
	
	PRECEDING 
	
	
	
	CURRENT 
	
	PRECEDING

	
	
	CURRENT
	
	CORRESPONDING
	
	
	
	YEAR
	
	YEAR

	
	
	QUARTER
	
	QUARTER
	
	
	
	TO DATE
	
	TO DATE

	
	
	31.3.2003
	
	31.3.2002
	
	
	
	31.3.2003
	
	31.3.2002

	
	
	UNAUDITED
	
	
	
	UNAUDITED

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

	Malaysia Current Income Tax
	
	
	
	
	
	
	
	
	
	

	- current tax
	
	(36)
	
	(1,221)
	
	
	
	(36)
	
	(1,221)

	- deferred taxation
	
	(100)
	
	-
	
	
	
	(100)
	
	-

	
	
	(136)
	
	(1,221)
	
	
	
	(136)
	
	(1,221)


The current tax of the Group is in relation to tax charge on rental income and interest income.

The effective tax rate of the Group for the current quarter and financial year to date of 32.5% was higher than the statutory rate primarily due to certain expenses which are non deductible for tax purposes of a subsidiary. 

17.
Sale of unquoted investments and / or properties

There was no sale of unquoted investments or properties for the current quarter and financial year to date.

18.
Quoted securities

There was no purchase nor disposal of quoted securities for the current quarter and financial year to date.

19.
Status of corporate proposal

Save as disclosed in the audited annual financial statements for the financial year ended 31 December 2002, there were no other corporate proposals announced but not completed at the date of issue of this quarterly report.
20.
Group borrowings

The details of Group borrowings as at 31 March 2003 are as follows:

	
	31.3.2003

UNAUDITED
	
	31.3.2002

UNAUDITED

	
	RM’000
	
	RM’000

	Non current liability 
	
	
	

	IPDS - Al Bai Bithaman Ajil 
	238,120
	
	-

	· The borrowings represent the RM250 million drawn down under the RM1.2 billion IPDS facility in local currency obtained by BSS, less the amortised issue cost of RM11.88 million.

· The  IPDS is secured against all the assets, both present and future of BSS.


21.
Off balance sheet financial instruments

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

22.
Changes in material litigation

There is no pending material litigation since the last annual balance sheet date and the Company is not engaged in any material litigation as at the date of issue of this quarterly report.

23.
Proposed dividends

No dividend has been recommended or declared for the quarter under review.

24.
Capital commitments

During the current interim period, the Board of a subsidiary has approved the capital expenditure of USD132.5 million (RM503.5 million) for the purchase of a satellite and related equipment, installation and training services (MEASAT 3), and RM1.9 million for the purchase of other property, plant and equipment.

25.
Earnings per share

Basic earnings per share of the Group is calculated by dividing the net profit for the current quarter / year to date by the number of ordinary shares in issue during the current quarter / year to date. 

	
	GROUP LEVEL
	
	COMPANY LEVEL
	
	GROUP LEVEL
	
	COMPANY LEVEL

	
	INDIVIDUAL QUARTER 
	
	CUMULATIVE QUARTER

	
	CURRENT QUARTER 31.3.2003
	
	PRECEDING CORRESPONDING QUARTER 

31.3.2002
	
	CURRENT YEAR 

TO DATE 31.3.2003
	
	PRECEDING YEAR TO DATE 

31.3.2002

	
	UNAUDITED
	
	UNAUDITED

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Net profit for the period (RM’000)
	283
	
	3,141
	
	283
	
	3,141

	Number of ordinary shares in issue (‘000)
	389,933
	
	202,500
	
	389,933
	
	202,500

	Basic earnings per share (sen)
	0.07
	
	1.60
	
	0.07
	
	1.60

	
	
	
	
	
	
	
	


By order of the Board

WOO LAI KEA

(LS 005931)

Company Secretary 

29 May 2003

Kuala Lumpur
