British American Tobacco (Malaysia) Berhad 


Notes: 

Quarterly Report 31 March 2002

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 year ended 31 December 2001. 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:



First Quarter

Cumulative Quarter



Current

Preceding

Current

Preceding



31.03.2002

31.03.2001

31.03.2002

31.03.2001



RM’000

RM’000

RM’000

RM’000

Malaysian taxation










Income tax

· Current Period 

· Prior Year

64,011

--

63,649

--

64,011

--

63,649

--


Deferred Tax

--

--

--

--



64,011

63,649

64,011

63,649

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 sales 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 as at 9 April 2002 (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 were 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’s Borrowings and Debt Securities 

The Group’s borrowings and debt securities as at the end of the first quarter are as follows:


As at


31.3.2002


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 9 April 2002 (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 Instruments

As at 9 April 2002 (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


17,780
14/05/2001 to 22/03/2002
23/04/2002 to 24/12/2002
67,884

Pound Sterling


1,800
20/09/2001 to 29/01/2002
24/09/2002
9,803

Australian Dollar


300


08/08/2001
22/04/2002 to 24/06/2002
583

Total





78,270

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 9 April 2002 (the latest practicable date which shall not be earlier than 7 days from the date of issue of this quarterly report), the notional principal amounts of the outstanding interest rate swap contracts of the Company amount to RM20.0 million. The remaining terms of these contracts range from two to three years. The interest rate swap contracts effectively entitle the Company to receive interest at fixed rates ranging from 4.15% to 4.60% and oblige it to pay interest at floating rates.

13. Material Litigation
There was no material litigation as at 9 April 2002 (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 is RM769.8 million, compared to RM723.7 million in the preceding quarter.  This is a result of higher domestic volumes (as the domestic volumes in the preceding quarter were affected by the pre-festive period) and the price increase in October 2001 offset by lower contract manufacturing volumes in the current quarter.  

Profit before tax in the current quarter is higher at RM229.1 million compared to the preceding quarter of RM203.9 million. This is largely caused by the reasons driving the higher turnover mentioned above and lower brand expenditure due to its phasing.

16. Review of Performance
For the current quarter, the Group’s turnover is RM769.8 million compared to RM782.9 million in the same period last year. The decrease is largely due to lower duty free and contract manufacturing volumes, offset by the domestic price increase following the Budget in October 2001. Our domestic volumes are relatively flat between the two quarters. 

Profit before tax in the current quarter is higher at RM229.1 million compared to RM224.1 million in the same period last year. The improvement is due to increased domestic margins which more than offset the loss in margins arising from the lower duty free and contract manufacturing volumes.

Dunhill has continued its steady growth in market share in the current quarter.  Volumes are marginally higher than the same period last year.  Kent, Benson & Hedges and Peter Stuyvesant performed satisfactorily, while Perilly’s performance is encouraging following its relaunch in January. Pall Mall, launched in October 2001, has performed well in the current quarter.

On the whole, the results of the operations for the current quarter 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 9 April 2002 (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 Financial Year’s Prospects
Currently, underlying domestic industry market volumes are slightly down compared to the same period last year. Full year volumes are dependent on the level of unauthorised product entering the Malaysian market, tax increases and the scale of the economic recovery. 

The special assistance programme of RM2.50 per kg to the local leaf industry will be continued into 2002. To supplement the local crop, leaf from Indonesia will be imported. The total cost of these two initiatives is expected to be less than the RM35.0 million incurred last year net of any savings in import duty.

Barring any unforeseen circumstances, the current financial year’s prospects are expected to be satisfactory.

20. Profit Variance
Not applicable in this quarterly report. 

21. Dividend
The Directors do not recommend any payment of dividends for the financial period under review.

In respect of the financial year ended 31 December 2001, the Board of Directors recommended a final dividend of 145 sen gross per share, less tax of 28% amounting to RM298,093,320 (for the financial year ended 31 December 2000 – 126.39 sen gross per share less tax of 28%, amounting to RM259,832,300), which if approved by shareholders, will be paid on 14 May 2002 to all shareholders whose names appear on the Register of Members and Records of Depositors on 26 April 2002.

By Order of the Board

CHRISTINE LEE OI KUAN

Secretary

16 April 2002
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