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

Notes to the Interim Financial Report for the quarter ended 31 May 2004.

A. DISCLOSURE REQUIREMENTS AS PER MASB 26

1. Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 August 2003.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 August 2003.

2. Audit Report of Preceding Annual Financial Statements

The audit report of the annual financial statements of the Group for the financial year ended 31 August 2003 was not subject to any qualification.

3. Seasonal or Cyclical Factors
There were no major seasonal or cyclical factors that affect the operations.

4. Unusual items affecting Assets, Liabilities, Equity, Net Income or Cash Flows
There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence during the quarter under review. 

5. Material Changes in Estimates
There were no material changes in the nature and amount of estimates used in prior financial years.

6. Debts and Equity Securities

There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the quarter under review.

7. Dividend Paid

The second interim dividend of 7.5 sen per share, less 28% income tax amounting to RM8,876,823 in respect of the financial year ending 31 August 2004 was paid on 28 May 2004.

8. Segmental Reporting
There is no material business or geographical segmentation for analysis.

9. Valuations of Property, Plant and Equipment
The valuation of property, plant & equipment have been brought forward, without amendment from the audited financial statement for the financial year ended 31 August 2003.

10.
Event subsequent to the End of the Period


On 16 July 2004, Amway (Malaysia) Sdn Bhd, wholly owned subsidiary of the Company, has entered into a Conditional Sale and Purchase Agreement with Futurecrest (M) Sdn Bhd to acquire from the latter a piece of land of approximately 7,934 square metres for a total consideration of RM8,027,224.  

Other than the transaction mentioned above, there were no material events affecting the earnings of the Group and the Company between 31 May 2004 and 16 July 2004.

10. Change in Group / Capital Structure
There were 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. 

11. Contingent Liabilities
There were no material contingent liabilities as at 16 July 2004.

B. ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES BERHAD’S LISTING REQUIREMENTS
1. Review of Performance
The Group’s sales revenue recorded an increase of 2% for the quarter under review as compared to the corresponding quarter in the preceding year. This was driven primarily by the favourable response to product promotions, particularly the Water Treatment System trade-in program and new product introductions.

The Group’s pre-tax profit decreased by 8% as compared to the corresponding quarter in the preceding year. This is mainly due to the increase in cost of goods purchased from the principal supplier i.e. Access Business Croup International LLC, and to a smaller extent the increase in operating expenditure in the areas of brand building, sales and marketing expenses and human resources cost.

2. Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter
The Group recorded an increase of 21% in sales revenue and 23% in pre-tax profit as compared to the preceding quarter. The increase is mainly due to the favourable response to product promotions and new product introductions as mentioned above.

3. Current Year Prospects

The business trend remains firm and barring unforeseen circumstances, the Board expects the sales revenue for this fiscal year to achieve a single digit growth.  However, the increase in cost of goods purchased and operating expenses will exert pressure on the operating margin.

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

5. Taxation
The breakdown of tax charge for the current quarter and financial year to date are as follows:

Tax charge
Current 

Quarter 

RM’000
Current 

Financial Year to Date RM’000

Current quarter/year provision
7,079
17,269

Under/(Over) provision in previous year
0
0

Transfer to/ (from) deferred taxation
(1,064)
(91)

Total
6,015
17,178

The effective tax rate of the Group is higher than the statutory tax rate due to certain expenses disallowed for income tax purposes. 

6. Loss on Sale of unquoted investment and/or properties
There are no disposals of investments during the quarter under review.


The loss on sale/disposal of fixed assets for the quarter under review amounted to not more than RM20,000.

7. Purchase and Disposal of Quoted Securities
There is no purchase or disposal of quoted securities by the Group for the current quarter under review and financial year to date.

8. Status of Corporate Proposal

There are no corporate proposals announced but not completed as at 16 July 2004.

9. Group Borrowings and Debt Securities
There are no borrowings and debt securities as at 31 May 2004.

10. Off Balance Sheet Financial Instruments
There are no material financial instruments with off balance sheet risk as at 16 July 2004.

11. Material Litigation
There is no pending material litigation as at 16 July 2004.
12. Dividend
(a) i)
A third quarter interim dividend of 7.5 sen per share less 28% income tax has been declared on 16 July 2004, based on the existing share capital of 164,385,645 ordinary shares of RM1.00 each. A special dividend of 20 sen per share less 28% income tax has also been declared on 16 July 2004, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

ii)
For the previous corresponding quarter, an interim dividend of 7.5 sen per share less 28% income tax was declared on 28 July 2003, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

iii)
In respect of deposited securities, entitlements to the third quarter interim dividend will be determined based on shareholders registered in the record of depositors as at 5 August 2004. The payment date is 18 August 2004.

(b) The total dividend declared to date for the current financial year ending 31 August 2004 are as follows:

· First interim dividend of 7.5 sen per share less 28% income tax, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

· Second interim dividend of 7.5 sen per share less 28% income tax, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

· Third interim dividend of 7.5 sen per share less 28% income tax, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

· Special dividend of 20 sen per share less 28% income tax, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

13. Earnings Per Share 

The earnings per share (basic) is calculated by dividing the net profit attributable to shareholders of RM13,316,000 by the number of shares in issue of 164,385,645.
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