
Amway (Malaysia) Holdings Berhad (Company No : 340354-U)

Notes to the unaudited quarterly report on the consolidated results for the financial quarter ended 31 May, 2000

1.
Accounting Policies
The Group comprises Amway (Malaysia) Holdings Berhad (“the Company”) and its wholly-owned subsidiaries, Amway (Malaysia) Sdn Bhd (“AMSB”) and Amway (B) Sdn Bhd (“ABSB”).  The Group results are arrived at using the merger method of consolidation and the acquisition method of consolidation, in consolidating the results of AMSB and ABSB respectively.

There has been no change in the accounting policies and methods of computation adopted in the quarterly financial statements as compared to the latest audited financial statements for the year ended 31 August, 1999.

2.
Exceptional Items
There are no exceptional items during the quarter under review (FY1999 – Nil). 

3.
Extraordinary Items
There are no extraordinary items during the quarter under review (FY1999 - Nil).

4.
Taxation
The tax figures do not contain any deferred tax or material adjustments for under or over-provisions in respect of the prior years (FY1999 - Nil). 

In view of the one-year tax waiver in FY1999 pursuant to the Income Tax (Amendment) Act 1999, the tax in the third quarter of financial year 1999 comprise only the tax in respect of its subsidiary, ABSB.

5.
Pre-acquisition Profits
There are no pre-acquisition profits or losses during the quarter under review (FY1999 - Nil).

6.
Sale of Investments and Properties
The gain on sale of fixed assets for the quarter under review amount to RM71,322 (FY1999 – Gain of RM27,800).

There are no disposals of investments during the quarter under review (FY1999 - Nil).

7.
Particulars of Purchase or Disposal of Quoted Securities
There are no purchases or disposals of quoted securities during the quarter under review (FY1999 - Nil).

8.
Change in Group / Capital Structure
There are no changes in the composition of the Company / Group including business combinations, acquisitions or disposals of subsidiaries and long-term investments, restructuring and discontinuing operations during the quarter under review. (FY1999 - Nil).

9.
Status of Corporate Proposals


On 17 January 2000, the Company announced that it has proposed to implement a bonus issue of 65,754,667 new shares on the basis of two (2) new shares for every three (3) existing shares held in the Company, subject to approvals from the relevant authorities mentioned in the said announcement. The proposed bonus issue application has been submitted to the Securities Commission through Commerce International Merchant Bankers Berhad and is now pending their approval. 

10.
Seasonal or Cyclical Factors
There are no major seasonal or cyclical factors that affect the operations.

11.
Capital Issues and Dealings in Own Shares

The approval for its proposal to purchase its own shares as detailed in its Circular to Shareholders dated 27 December 1999 has been extended until the conclusion of the next Annual General Meeting by way of an Ordinary Resolution at the Annual General Meeting held on 17 January 2000. Since the beginning of the quarter under review up to 10 July 2000, the Company has not purchased any of its own shares.

12.
Group Borrowings and Debt Securities
There are no borrowings and debt securities as at 31 May 2000 (31 May 1999 - Nil).

13.
Contingency Liabilities
There are no material contingent liabilities as at 10 July 2000.

14.
Off Balance Sheet Financial Instruments
There are no financial instruments with off balance sheet risk as at 10 July 2000.

15.
Material Litigation
There are no pending material litigations as at 10 July 2000.

16.
Segmental Reporting
There is no material business or geographical segmentation for analysis under International Accounting Standard No. 14.

17.
Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter
As distributors deplete their inventory from the first quarter’s pre-price increase buying, the group’s turnover for the quarter recorded a growth of 21% compared to the previous quarter. This growth was facilitated by attractive promotions and new products launched during the quarter. 

The above turnover growth together with slight margin improvement due to better absorption of overheads accordingly resulted in the 25% and 24% growth in the Group’s pre-tax and after-tax profit respectively over the previous quarter.

18.
Review of Performance
The Group’s turnover recorded a growth of 3% for the quarter under review as compared to the corresponding quarter in the preceding year, stimulated mainly by the aggressive promotions, new product launches, and larger core distributor force. The performance for the third quarter of the preceding year was exceptionally strong due to the pre-price increase buying and introduction of a one-time additional distributor incentive program to stimulate growth of the distributors’ business. This strong trend in the preceding year has adversely affected the growth comparison for the quarter under review.

The group’s operating profit before other income for the quarter under review of RM14,655,000 grew by 21% as a result of the 3% turnover growth coupled with margin improvement resulting from the recent price increase. The Group’s pre-tax profit grew by a smaller percentage, that is, 3% for the quarter under review due to the lower interest income. However, the Group’s after-tax profit for the quarter declined by 27% as comparison was adversely affected by the one year tax waiver last year.

The directors are of the opinion that there were no material events affecting the earnings of the Group and the Company between 31 May 2000 and 10 July 2000.

19.
Current Year Prospects
The latest economic data indicates that the country’s economy continues to be on the recovery trend.  Barring unforeseen circumstances, with this recovery and the Group’s strong business fundamentals, the Board of Directors views the year ahead with optimism.

20.
Variances from Profit Forecasts and Profit Guarantee
Not applicable.

21.
Dividend
a. A tax exempt third quarter interim dividend of 12 sen per share and a special interim dividend of 30 sen per share less 28% income tax were declared on 10 July, 2000.

b.
i)
For the previous corresponding quarter, a special interim dividend  of  30

sen per share less 28% income tax was declared in respect of the financial year ended 31 August 1999.

ii) The total dividend declared to date for the current financial year ending 31 August 2000 is as follows:-

· Tax exempt interim dividends of 36 sen per share, comprising three quarterly tax exempt dividends of 12 sen per share in each quarter,  and 

· A special interim dividend of 30 sen per share less 28% income tax. 

c. 
The above tax exempt interim dividend and special interim dividend less income tax will both be paid on 18 August 2000.

d. 
In respect of deposited securities, entitlements to the above third quarter interim dividend and special interim dividend will be determined on the basis of a record of depositors as at 8 August 2000.
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