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

Notes to the Interim Financial Report for the quarter ended 31 December 2005.

A. DISCLOSURE REQUIREMENTS AS PER FINANCIAL REPORTING STANDARDS (“FRS”) 134 (FORMERLY KNOWN AS MALAYSIAN ACCOUNTING STANDARDS BOARD (“MASB”) 26) 

1. Basis of Preparation

The interim financial report has been prepared in compliance with FRS 134: Interim Financial Reporting and Chapter 9 Part K of the Listing Requirements of Bursa Malaysia Securities Berhad.
The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 August 2005. This is a four-month quarter covering the results of the Group for the period of 1 September 2005 to 31 December 2005 as a result of the change in its financial year end to be co-terminous with the financial year end of its ultimate holding company, Alticor Global Holdings Inc.  
Until the last financial year ended 31 August 2005, the financial statements of the Group were prepared in accordance with MASBs (Malaysian Accounting Standard Board).  Following the changes in reporting regulations required by the Malaysian Accounting Standard Board, the Group’s interim financial statements have therefore been prepared in accordance with the Financial Reporting Standards (FRSs) that are to come into effect for financial period beginning on or after 1 January 2006.  Adoption of these FRSs has not resulted in any material changes to the presentation and valuation of the financial statements except for 
i. FRS 3 - Business Combination: Goodwill arising from business combination is prohibited from being amortized and instead required to be tested for impairment in value in accordance with FRS 136 (Impairment of Assets).  There is no impairment loss recorded during the period.  
As permitted under FRS 1 – First Time Adoption of FRS, fair value adjustment arising from the acquisition of Amway (B) Sdn Bhd has not been restated retrospectively.

ii. FRS 117 – Leases: RM10.4mil has been reclassified from Property, Plant and Equipment to prepaid lease payment.
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 2005 was not subject to any qualification.

3. Seasonal or Cyclical Factors
There were no major seasonal or cyclical factors that affected 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 were unusual because of their nature, size or incidence during the quarter under review. 

5. Material Changes in Estimates
There was 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 fourth interim dividend of 7.5 sen per share, less 28% income tax amounting to RM8,876,823 in respect of the financial year ended 31 August 2005 was paid on 30 November 2005.

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

9. Valuations of Property, Plant and Equipment
The valuation of property, plant & equipment has been brought forward, without amendments from the audited financial statements for the financial year ended 31 August 2005.

10.
Event subsequent to the End of the Period

There were no material events affecting the earnings of the Group and the Company between 31 December 2005 and 20 January 2006.

11. 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. 

12. Contingent Liabilities
There were no material contingent liabilities as at 20 January 2006.

B. ADDITIONAL INFORMATION REQUIRED BY THE BURSA MALAYSIA SECURITIES LISTING REQUIREMENTS
1. Review of Performance
The Group recorded sales revenue of RM168.8mil and profit before tax of RM24.3mil during this four-month quarter.  This is a four-month quarter covering the results of the Group for the period of 1 September 2005 to 31 December 2005 as a result of the change in its financial year end to be co-terminous with the financial year end of its ultimate holding company, Alticor Global Holdings Inc.  

For information, the Group achieved sales revenue and profit before tax of RM144.6mil and RM25.1mil respectively in the first quarter of last financial year, covering a three month period from 1 September 2004 to 30 November 2004.

2. Material Changes in the Quarterly Results Compared to the Results of the Preceding Quarter
There are no material changes comparing the pro-rated sales of the four month quarter against the preceding quarter.  However, the pro-rated profit before tax of the four months is 9% higher than the profit before tax of the preceding quarter mainly due to higher sales and marketing expenses incurred in that quarter.
3. Current Year Prospects

The Group is facing a more challenging operating environment in the face of weak consumer sentiment.  To cushion the adverse impact from this difficult operating environment, the Group is embarking on aggressive sales and marketing initiatives such as branding campaign, more intensive product introduction, marketing promotions and sales incentive program to drive distributors’ productivity.  Barring any unforeseen circumstances, the Group expects the sales revenue to be relatively flat in the next 12 months comparing to the same period last year.
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 Period To Date RM’000

	Current quarter/year provision
	2,380
	2,380

	Under/(Over) provision in previous year
	0
	0

	Transfer to/ (from) deferred taxation
	4,382
	4,382

	Total
	6,762
	6,762


The effective tax rate of the Group is lower than the statutory tax rate mainly due to certain interest income being tax exempted.
6. Profit on Sale of unquoted investment and/or properties
There were no disposals of investments during the quarter under review.


The gain on sale/disposal of fixed assets for the quarter under review amounted to not more than RM171,000.

7. Purchase and Disposal of Quoted Securities
There was 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 were no corporate proposals announced but not completed as at 20 January 2006.

9. Group Borrowings and Debt Securities
There were no borrowings and debt securities as at 31 December 2005.

10. Off Balance Sheet Financial Instruments
There were no material financial instruments with off balance sheet risk as at 20 January 2006.

11. Material Litigation
There was no pending material litigation as at 20 January 2006.
12. Dividend
(a) i)
A first quarter interim dividend of 10.0 sen per share less 28% income tax has been declared on 20 January 2006, based on the existing 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 31 January 2005, based on the share capital of 164,385,645 ordinary shares of RM1.00 each.

iii)
In respect of deposited securities, entitlements to the first quarter interim dividend will be determined based on shareholders registered in the record of depositors as at 15 February 2006. The payment date is 2 March 2006.

(b) The total dividend declared to date for the current financial period ending 31 December 2006 is as follows:

· First interim dividend of 10.0 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 RM17,535,000 by the number of shares in issue of 164,385,645.
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