AJINOMOTO (MALAYSIA) BERHAD

NOTES TO THE INTERIM FINANCIAL REPORT

PART A : EXPLANATORY NOTES PURSUANT TO MASB 26  

1. Basis of preparation

The interim financial statements are unaudited and has been prepared in accordance with requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements of the Company for the year ended 31 March 2004. 

The accounting policies and method of computation are the same as those used in the preparation of the most recent annual financial statements for the year ended 31 March 2004.  

2. Auditors’ Report on Preceding Annual Financial Statements
The auditor’s report on the financial statements for the year ended 31 March 2004 was not qualified.

3. Seasonal or Cyclical Factors 
The results of the Company’s trading and operations are not affected by any seasonal or cyclical factors for the period under review.

4. Unusual Items
There were no items affecting assets, liabilities, equity, net income, or cash flows that are unusual or exceptional because of their nature, size, or incidence for the financial period under review.

5. Changes in Estimates


There were no changes in estimates that have had a material effect in the current quarter.

6. Issuance or Repayment of Debts and Equity Securities  

There has been no issuance or repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the period ended 31 March 2005.

7. Dividend Paid

The amount of dividends paid during the financial period under review is as follows:

	
	12 months ended

 31-3-2005

RM’000
	12 months ended 

31-3-2004

RM’000

	First and final dividend in respect of the financial year ended 31 March 2004, of 9% comprising 4% less 28% taxation and 5% tax exempt, paid on 24 September 2004
	4,791
	3,940
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8. Segmental Information

a) Business Segment:

Segmental reporting by business activities has not been prepared as the Company is principally engaged only in the manufacturing and selling of monosodium glutamate and other related products.

b) Geographical Segment:

Segmental reporting by geographical regions has been prepared for revenue, the Company’s location of assets are predominantly in Malaysia.

	
	Malaysia
	Middle East
	Other Asian Countries
	Others
	Total

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

	Revenue
	
	
	
	
	

	
	
	
	
	
	

	12 months ended 31 March, 2005


	125,730
	12,886
	22,808
	5,445
	166,869

	
	
	
	
	
	

	12 months ended 31 March, 2004


	127,510
	11,606
	19,654
	5,356
	164,126

	
	
	
	
	
	


9. Valuations of Property, Plant and Equipment

The valuations of properties have been brought forward, without amendment from the previous annual financial statements.

10. Subsequent Event

There was no material event subsequent to the end of the quarter as at the date of this announcement that will affect the results of the financial period ended 31 March 2005.

11. Changes in the Composition of the Company
There were no changes in the composition of the Company for the financial period under review. 
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12. Contingent Liabilities (Unsecured)
	
	
	
	
	RM'000

	
	
	
	

	
	Staff retirement benefits
	
	271

	
	
	
	

	
	
	
	


Staff retirement benefits shown above represent the amount which will become due to the employees concerned after they have served the required number of years with the Company. As at the end of the reporting period, the required length of service has not been fulfilled by them. Save as disclosed above, there were no other contingent liabilities which have become enforceable, or likely to become enforceable which will affect the ability of the Company to meet its obligations as and when they fall due.

13. Capital Commitments
The amount of commitments for the purchase of plant and equipment not provided for in the interim financial statement as at 31 March 2005 is as follows: 

	
	
	
	
	RM'000

	
	
	
	

	
	Approved and contracted for 
	
	3,884

	
	
	
	


14. Prior Year Adjustment
With the computerisation of the Company’s Material Resource Planning (“MRP”) system, it was noted there were inadvertent omissions and computational errors in the consumption of raw materials and work-in-progress reported in prior years resulting in the overstatement of the Company’s inventories. The above have the following effects on the interim financial statements:

	
	
	
	2004
	2003

	
	
	
	RM'000
	RM'000

	Effects on retained profits:
	
	
	
	

	   At 1 April, as previously stated
	
	
	59,472
	50,144

	   Adjustment
	
	
	(3,631)
	(2,544)

	   At 1 April, as restated
	
	
	55,841
	47,600

	
	
	
	
	

	
	3 months ended
	12 months ended

	
	31/3/2005
	31/3/2004
	31/3/2005
	31/3/2004

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

	Effects on net profit for the period:
	
	
	
	

	   Net profit before adjustment
	4,358
	3,362
	12,519
	13,145

	   Adjustment
	-
	(270)
	-
	(1,086)

	   Net profit for the period
	4,358
	3,092
	12,519
	12,059

	
	
	
	
	


The comparative amount for inventories for the Company as at 31 March 2004 has been restated as follows

	
	Previously stated
	Adjustment
	Restated

	
	RM'000
	RM'000
	RM'000

	
	
	
	

	Inventories
	26,921
	(3,631)
	23,290
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1.
Review of Performance for the Financial Period Ended 31 March 2005

Revenue rose 1.7% year-on-year to RM166.9 million as compared to preceding year, due to double-digit growth in the export business and notable contribution from new product variants launched in the year. However, margins were put under further pressure by high energy and materials cost and keen competition. In addition, significant investment in plant and machinery have also increase depreciation. Hence, a lower profit from operations of RM8 million was achieved as compared to previous year of RM12.2 million. Nevertheless, net profit grew marginally by 3.8% attributed to the gain made from the disposal of freehold property.

2.
Material Changes in the Results for the Quarter under Review compared to the Results of the Preceding Quarter
Revenue increased marginally to RM42.2million from RM41.9 million in the preceding quarter and operating profit was higher at RM3.59million against RM1.76 million achieved in the preceding quarter, mainly attributable to better sales mix of the Company's product range and lower advertising and promotional expenses incurred in the quarter. 

15. Prospects for the Coming Financial Year
Pitted against a volatile external environment with an anticipated slower albeit still satisfactory economic growth, business conditions is expected to get tougher in the coming fiscal year with possible inflationary pressure mounting. Nonetheless, the Company shall endeavour to mitigate such negative factors by further pursuing effective cost-reduction initiatives coupled with aggressive promotion campaign and launching of new products for the coming financial year.

16. Variance of Actual Profit from Forecast Profit
Not applicable as the Company did not publish any profit forecast.

17. Taxation

Taxation comprises the following: -

	
	
	Individual Quarter
	
	Cumulative 

	
	       
	4th Quarter

(Jan – Mar’05)
	
	Year-To-Date

(Apr’04 – Mar’05)
	

	
	
	RM’000
	
	RM’000
	

	
	
	
	
	
	

	Current taxation
	
	      227
	
	         857
	

	(Over)/Under provision in prior years
	
	 (36)
	
	  257
	

	
	
	     191
	
	 1,114
	

	Deferred taxation
	
	 (1,044)
	
	 (1,044)
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	      (853)
	
	           70
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5.
Taxation (contd.)

The effective tax rate of the tax provision for the quarter and year-to-date under review is slightly lower than the statutory tax rate, due to income not subject to tax from the sale of property and reinvestment allowances tax incentive enjoyed by the Company.
18. Profits on sale of unquoted investments and/or properties 

There were no profits on sale of unquoted investments and/or properties outside the ordinary course of the Company’s business for the period ended 31 March 2005, except for the disposal of its Freehold land and building situated at Mukim Ampang which result in a profit of RM3,667,318.

19. Purchases or disposals of quoted securities 

There were no purchases or disposals of quoted securities for the financial period under review.

8.
Corporate Proposal 

There were no corporate proposals that have been announced by the Company as at the date of this report. 

9. Borrowings
As at the end of the period under review, the Company has no borrowings nor issued any debt securities.

10. Off Balance Sheet Financial Instruments
The Company does not have any off balance sheet financial instruments as at 25th May 2005, being the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

11. Material Litigation
There are no material litigation as at 25th May 2005, the latest practicable date which is not earlier than 7 days from the date of issue of this quarterly report.

12. Dividend Payable 
i) For the financial year ended 31st March 2005, the Board of Directors recommends a first and final dividend of 5 sen tax exempt and 4 sen less 28% tax (previous year : 5 sen tax exempt and 4 sen less 28% tax) per ordinary share of RM1.00 each, for the shareholders’ consideration and approval at the Company’s forthcoming Forty-Third Annual General Meeting.

ii) The date payable of the above dividend shall be announced at a later date.

iii) The closure of the books for the dividend will be notified in due course.

13.
Basic earnings per ordinary share   
The basic earnings per ordinary share are calculated by dividing the net profit attributable to shareholders for the period with 60,798,534 ordinary shares.

By Order of the Board

Kuala Lumpur







     Chua Siew Chuan

25th May 2005
Company Secretary
