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

Notes to the unaudited quarterly report on the consolidated results for the financial quarter ended 31 August, 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 – RM 1,479,000 in relation to realisation of exchange reserve on payment of dividend by a sub-subsidiary company). 

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 charge in the fourth quarter of financial year 1999 comprise only 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 loss on sale of fixed assets for the quarter under review amount to RM1,353 (FY1999 – RM1,445).

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


The bonus issue of up to 65,754,667 new ordinary shares of RM1.00 par value each to be credited on the basis of two (2) new ordinary shares for every three (3) existing fully paid-up ordinary shares held in the Company, as detailed in the Circular to Shareholders dated 23 August 2000, has been passed by way of an Ordinary Resolution at the Extraordinary General Meeting held on 11 September 2000. The entitlement date for these new ordinary bonus shares was 6 October 2000. These shares will be allotted to shareholders by the end of October 2000 and expected to be listed on the Kuala Lumpur Stock Exchange by the mid-November 2000.

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 23 October 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 August 2000 (31 August 1999 - Nil).

13.
Contingency Liabilities
There are no material contingent liabilities as at 23 October 2000.

14.
Off Balance Sheet Financial Instruments
There are no material financial instruments with off balance sheet risk as at 23 October 2000.

15.
Material Litigation
There are no pending material litigations as at 23 October 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
There are no material changes. 

18.
Review of Performance
The Group’s turnover declined by 7% for the quarter under review as compared to the corresponding quarter in the preceding year, reflecting the softer consumer sentiments in the quarter under review.  In addition, comparison was adversely affected by the exceptionally strong trend in the preceding year due to the introduction of a one-time additional distributor incentive program to stimulate growth of distributors’ business and the successful launch of the Air Treatment System in the previous year. The Group’s pre-tax profit declined by 19% for the quarter under review as a result of the 7% turnover decline and the resulting lower absorption of overheads coupled with the higher selling expenses due to the higher number of distributors who achieved higher qualification levels. In addition, the previous year’s other income includes an exceptional item of RM1,479,000, as detailed in Note 2 above. The Group’s after-tax profit for the quarter declined by a disproportionately larger percentage of 45% as comparison was adversely affected by the one year tax waiver last year.

For the financial year under review, the Group’s turnover increased by 13% over the previous financial year. Growth was stimulated by new product launches and aggressive promotions which mitigated the impact of softer consumer sentiments during the later part of the financial year under review.  The Group’s pre-tax profit grew by 15%, driven by the 13% growth in turnover. This is partially offset by the lower other income due to the lower interest income and the inclusion of an exceptional item in the previous year of RM1,479,000, as detailed in Note 2 above. However, the Group’s after tax profit for the financial year declined by 19% 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 August 2000 and 23 October 2000.

19.
Current Year Prospects
The group's business fundamentals remain strong.  Distributor incentives, special product launches and promotions planned in conjunction with the group's 25th anniversary this year, will continue to play an important role in stimulating sales. Although the country’s economy seems to be on firm footing and on the recovery track based on economic indicators, consumer sentiments remain cautious. Given all these and barring any unusual circumstances, the Board of Directors is cautiously optimistic of the Group’s performance in the current year. 

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

21.
Dividend
a. A tax exempt fourth quarter interim dividend of 7.5 sen per share was declared on 23 October, 2000, based on the enlarged paid-up capital of up to 164,386,667 ordinary shares of RM1.00 par value each, after accounting for the new ordinary shares from the bonus issue as detailed in Note 9 above, of up to 65,754,667 ordinary shares of RM1.00 par value to be allotted by the end of October 2000.

b.
i)    For the previous corresponding quarter, a final dividend  of  25 sen per  

share less 28% income tax was declared in respect of the financial year ended 31 August 1999, based on the existing paid-up capital of 98,632,000 ordinary shares of RM1.00 each.

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

· Tax exempt interim dividends of 36 sen per share, comprising 12 sen per share in each quarter for the first three quarters, based on the existing paid-up share capital of 98,632,000 ordinary shares of RM1.00 par value each; 

· A further tax exempt fourth quarter interim dividend of 7.5 sen per share, based on the enlarged paid-up share capital of up to 164,386,667 ordinary shares of RM1.00 par value each, as stated in Note 21 (a) above; and

· A special interim dividend of 30 sen per share less 28% income tax, based on the existing paid-up share capital of 98,632,000 ordinary shares of RM1.00 par value each. 

c. The above tax exempt fourth quarter interim dividend will be paid on 4 December 2000. 

d.
In respect of deposited securities, entitlements to the above fourth quarter interim dividend will be determined on the basis of a record of depositors as at 20 November 2000.
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