British American Tobacco (Malaysia) Berhad 


Notes: 

Quarterly Report 30 June 2001

1. Accounting Policies
The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the most recent annual audited financial statements for the period ended 31 December 2000 and the accounting policies comply with approved accounting standards of the Malaysian Accounting Standards Board (MASB).

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:



Second Quarter

Cumulative Quarter



Current

Preceding

Current

Preceding



30.06.2001

30.06.2000

30.06.2001

30.06.2000



RM’000

RM’000

RM’000

RM’000

Malaysian taxation










Income tax

· Current Period 

· Prior Year

56,046

--

56,249

--

119,695

--

106,376

--


Deferred Tax

--

--

--

--



56,046

56,249

119,695

106,376



5. Sale of Investments and/or Properties
There were no sales of investments or properties during the financial period under review.

6. Quoted Investments


a) There were no purchases or sale of quoted securities during the financial period under review.

b) There were no investments in quoted securities as at the end of the financial period under review.

7. Changes In Composition of  The Group
There were no changes in the composition of the Group during the financial period under review.

8. Corporate Proposals
There were no corporate proposals announced but not completed as at 23 July 2001 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report). 

9. Changes in Share Capital and Debt
There was no issuance and repayment of debt nor any issuance of equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the period under review.

10. Group Borrowings and Debt Securities 

The Group borrowings and debt securities as at the end of the second quarter are as follows:


As at


30.06.2001


RM’000




5-year redeemable unsecured bonds 1999/2004


with a coupon rate of 7.1% per annum.
300,000




8-year redeemable unsecured bonds 1999/2007


with a coupon rate of 7.9% per annum.
450,000








750,000




All borrowings are denominated in Ringgit Malaysia.

11. Contingent Liabilities
There were no contingent liabilities as at 23 July 2001 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

12. Off Balance Sheet Financial Instruments
Hedging Instrument

As at 23 July 2001 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report), the foreign exchange currency contracts which have been entered into by the Group to hedge its foreign purchases are as follows:

Currency
Contract amount in FCY’000
Date of contract
Value date of Contract
Equivalent amount in RM’000

US Dollar


35,000
19/01/2001 to 14/05/2001


23/08/2001 to 23/04/2002
131,989

Pound Sterling


850
12/09/2000 to

30/01/2001


23/08/2001 to 14/09/2001
4,458

Deutsche Mark


900
17/04/2001 to 14/06/2001


23/08/2001 to 23/11/2001
1,531

Euro


1,711
17/04/2001


23/10/2001 to 23/01/2002


5,707

Australian Dollar


600
17/04/2001


23/08/2001 to 23/01/2002


1,157

Total





144,842

Foreign currency transactions in Group companies are accounted for at exchange rates ruling at the transaction dates, unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used. Foreign currency monetary assets and liabilities are translated at exchange rates ruling at the balance sheet date, unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used. Exchange differences arising from the settlement of foreign currency transactions and from the translation of foreign currency monetary assets and liabilities are included in the income statement.

As major foreign currency payments identified are hedged with creditworthy financial institutions in line with the Group’s policy, the Group does not foresee any significant credit and market risks.

There are no cash requirement risks as the Group only uses fixed forward foreign currency contracts as its hedging instrument.

Interest Rate Swap (IRS)

Underlying Liability

In 1999, the Company issued RM300.0 million 5-year redeemable unsecured bonds with a coupon rate of 7.1% and RM450.0 million 8-year redeemable unsecured bonds with a coupon rate of 7.9% to finance the acquisition of Malaysian Tobacco Company Berhad’s operating business.

Hedging Instrument

As at 23 July 2001 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report), the Company entered into 3-year tenure interest rate swap agreements totalling RM20.0 million. These effectively entitle the Company to receive interest at fixed rates ranging from 4.15% to 4.6% and obliges it to pay interest at a floating rate.

13. Material Litigation
There was no material litigation as at 23 July 2001 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report).

14. Segment Reporting
No segmental analysis is prepared as the Group is primarily engaged in the manufacture and sale of cigarettes and other tobacco products in Malaysia.

15. Material Changes In The Quarterly Results As Compared With The Preceding Quarter  
For the current quarter, the Group’s turnover amounted to RM764.1 million, compared to RM782.9 million in the preceding quarter. The Group’s profit before tax amounted to RM214.3 million; this is also lower compared to the preceding quarter of RM224.1 million, largely as a result of the impact of incentive payments to farmers of RM15.2 million under the Production Incentive Scheme. Correspondingly, profit after tax in the current quarter is also lower compared to the preceding quarter.

16. Review of Performance
The Group’s turnover and profit before tax for the half-year have increased by 12.4% and 16.7% respectively when compared with the same period last year. Turnover for the half-year amounted to RM1,547.1 million, which resulted in profit before taxation of RM438.4 million. During the same period last year, the Group’s turnover amounted to RM1,376.1 million, with profit before taxation of RM375.8 million.

The improvement in performance is mainly attributable to a price increase in October 2000 and the higher volumes from Dunhill. However, Kent and Perillys’s volumes remained soft whilst other brands performed satisfactorily.

On the whole, the results of the operations for the current quarter and financial year to date of the Group and the Company have not been substantially affected by any item, transaction or event of a material and unusual nature.
17. Events Subsequent to the End of the Period 

There are no material events as at 23 July 2001 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report) that will affect the financial results of the financial period under review. 

18. Seasonal or Cyclical Factors 

The business operations of the Group were not materially affected by any seasonal or cyclical factors during the financial period under review.

19. Current Year’s Prospects
The erosion in consumer sentiment and declining GDP growth rate are expected to result in an uncertain outlook for volumes during the remainder of the year. The industry will remain highly competitive.

Barring any unforeseen circumstances coupled with savings resulting from the merger, the financial year’s prospects are expected to be satisfactory.

20. Profit Variance
Not applicable in this quarterly report. 

21. Dividend
The Board of Directors has declared an interim dividend of 91 sen net per share, amounting to RM259,832,300 (for the financial year ended 31 December 2000 – 79 sen net per share, amounting to RM225,568,700) in respect of the financial year ending 31 December 2001, payable on 29 August 2001, to all shareholders whose names appear on the Register of Members and Record of Depositors on 17 August 2001.

NOTICE IS HEREBY GIVEN that the Register of Members will be closed from 18 August 2001 to 20 August 2001 (both dates inclusive) for the purpose of determining members’ entitlement to the dividend.

A Depositor shall qualify for entitlement only in respect of :-

a) Shares deposited into the Depositor’s securities account before 12.30 p.m. on 15 August 2001 (in respect of shares which are exempted from mandatory deposit).

b) Shares transferred into the Depositor’s securities account before 12.30 p.m. on 17 August 2001, in respect of ordinary transfers;

c) Shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

By Order of the Board

LINDA G. OLIVEIRO

Secretary

30 July 2001
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