Avenue Assets Berhad (AAB)

(Company No: 478-A)


Notes to the Quarterly report on consolidated results for the financial period ended 31 July 2001.

1.
Accounting Policies


The accounts of the Group have been prepared using the same accounting policies, method of computation, and basis of consolidation as those used in the preparation of the financial statement for the year ended 31 January 2001. 

2.
Exceptional Items








Current 

 year       quarter

31/07/2001
Preceding year quarter

31/07/2000
Current  year           to date

31/07/2001
Preceding  year

To date

31/07/2000


       RM’000
RM’000
     RM’000
RM’000

(Reversal)/Loss on disposal of shares in  subsidiaries
-
(16)
-
982

Provision for diminution in value of investment properties 
-
              106,602
-
 106,602

Provision for diminution in value of property development project 
-
-
3,000
-








-
106,586
3,000
107,584







3.
Extraordinary Items


There were no extraordinary items for the financial period ended 31 July 2001.

4.
Taxation


Taxation of the Group is as follows: -    








Current  year       quarter

31/07/2001
Preceding year quarter

31/07/2000
Current year        to date

31/07/2001
Preceding year to date

31/07/2000


RM’000
RM’000
RM’000
RM’000

- Current year tax charge
238
4,058
886
6,972

- Transfer to deferred taxation  
5
(16) 
18
97








243
4,042
904
7,069







-Under provision in prior year
-
  -
             -
   30








243
 4,042
904
7,099







5.
Pre-acquisition Profits


There were no pre-acquisition profits included in the consolidated accounts for the financial period 31 July 2001.

6.
Profit on sale of investment 
  
Profit arising from disposal of investment properties for the 6 month's period ended 31 July 2001 amounted to RM9.69million.

7.
Quoted Securities
(a) There are no purchases nor any disposals of quoted securities for the current financial year to-date.

 (b)
The total investments in quoted shares and securities as at 31 July 2001 are as follows: -





Quoted in Malaysia
Quoted outside Malaysia     


RM’000
RM’000

At cost
336,347
7,984
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At carrying value/book value 
355,720
4,400





At market value
164,878
2,015





(c) 
On 27 August 2001, the Company's investment of loan stocks in a quoted corporation amounting to RM45,580,742 was suspended for mandatory conversion to quoted securities. The conversion was to be effected on 12 September 2001, the maturity date of loan stocks. However the corporation was serve with a writ of summons on 7 September 2001 by a minority holder and a temporary restraining order against the mandatory conversion was granted by the Court. The loan stocks now is still suspended and not converted pending a decision from the Court.

8. Changes in the composition of the Group

The disposal of the entire equity interest in Phileo Travel Sdn Bhd, a wholly owned subsidiary of AAB was completed on 22 April 2001. There are no other changes in the Group structure during the financial period ended 31 July 2001. 

9. Status of Corporate Proposals

The following are the significant corporate proposals that have been announced but were not completed as at the date of this announcement:

i)
Proposed participation in the equity of AAA

      On 20 October 1999, the Company has entered into several conditional agreements for the purpose of participating in the equity of AAA, which, inter-alia, include:

· The proposed subscription of 15,000,000 new ordinary shares in AAA (Proposed AAA  Subscription),

· The proposed put and call for the remaining 22,500,000 ordinary shares in AAA held by MGIC (Proposed AAA Put and Call option), and

· Proposed acquisition of debt instruments of AAA


The Proposed AAA Subscription and Proposed AAA Put and Call Option were completed on 20 November 2000 and 22 November 2000 respectively. However, the proposed acquisition of debt instruments is pending the completion of the Company's proposed rights issue. 

ii) Proposed acquisition of Soon Theam Securities Sdn. Bhd.(STS) via AAA

 AAB and AAA entered into a conditional Share Sale Agreement dated 30 June 2000 and its supplemental agreements dated 8 June 2001 and 19 July 2001 with Yeo Khee Nam, Yeo Khee Bee, Ahmad Bin Md Mydin, Yeo Khee Aik, Yeo Eng Ho, Cornelius Yeo Eng Chew and Yeo Eng Hai, for the acquisition by AAA of entire issued and paid up share capital of STS for a total cash consideration to be based on aggregate of RM67million and the audited net tangible assets as at the completion date. The proposal is subject to approvals from Kuala Lumpur Stock Exchange (KLSE), Securities Commissions (SC)and shareholders of AAB.

iii)
Proposed acquisition of Kestrel Securities Sdn. Bhd. (KSSB) via AAA

AAB and AAA entered into a conditional Share Sale Agreement dated 30 June 2000 and its supplemental agreement dated 19 July 2001 with Tongkah Holdings Berhad, Affendi bin Zahari, Abdul Rahman bin Dato’ Mohd. Hashim and Mohd Alkaf bin Mohd Kahar for the acquisition by AAA of the entire issued and paid up share capital of KSSB for a total considerations to be based on 200% of the audited net tangible assets of KSSB as at completion date. The proposal is subject to approvals from KLSE, SC and shareholders of AAB and Tongkah Holdings Berhad. 

iv)
Proposed rights issue and proposed Employees’ Share Option Scheme (ESOS)

On 30 June 2000 and 19 July 2001, AAB announced its proposal to implement a proposed rights issue which shall involve the renounceable rights issue of 313,387,920 rights shares at an issue price of RM1.00 and 174,104,400 warrants 2001/2006 for free on the basis of 9 rights shares and 5 warrants 2001/2006 for every 5 ordinary shares held at a date to be determined and announced later by the Directors of AAB.


The above proposals are still subject to the approval of KLSE, SC and shareholders of AAB.

v) Proposed disposals of investment in car park bays


On 6 September 2000, Gain Synergy Sdn Bhd, Phileo Avenue Sdn Bhd, Phileo Damansara Sdn Bhd and Affinity Land Sdn Bhd, all wholly-owned subsidiaries of AAB, entered into several conditional Sale & purchase Agreements for the disposal of a total of approximately 6,643 car park bays to Promenade Corporate Parking Sdn Bhd, Avenue Corporate Parking Sdn Bhd, PD1 Corporate Parking Sdn Bhd and PD2 Corporate Parking Sdn Bhd respectively for a total consideration of RM99,645,000. The said proposals are conditional upon the approval from the shareholders of AAB and any other relevant authorities.

vi) Proposed disposal of  Mega Palm Sdn Bhd  (In receivership)(Mega Palm)

On 14 November 2000, AAB together with Lucky Matrix Sdn Bhd, a wholly owned subsidiary of AAB, entered into a Conditional Sale and Purchase Agreement to dispose of Mega Palm, a wholly owned subsidiary of AAB, to Country Heights Properties Sdn Bhd, a wholly owned subsidiary of Country Heights Holdings Berhad (CHHB), for a cash consideration of RM1.00. On the same date, AAB, Perwira Affin Merchant Bank Berhad (PAMB), Mega Palm and CHHB entered into a Settlement Agreement for the purpose of the proposed settlement of debt owing by Mega Palm to several financial institutions. 

On 6 September 2001, the SC has approved the Settlement Agreement with the condition that AAB and CHHB settles the difference between RM200million and SC's valuation to PAMB, as agent for the lenders. AAB is currently negotiating with the lenders on the settlement of its share of the difference, amounting to RM25.75million.The proposed disposal and settlement are also conditional upon the completion of certain other conditions precedent.

vii) Proposed business merger between AAA with Kin Khoon & Co Sdn Bhd (KKC)

On 29 November 2000, AAB and AAA entered into a Business Merger Agreement with KKC, pursuant to which AAA and KKC shall merge their respective business into a single stockbroking business to be operated by AAA with the acquisition by AAA from KKC certain assets and agreements of KKC ('KKC Business Assets') employed in the conduct of the latter's business. The consideration of RM58million for the acquisition of the KKC Business Assets shall be satisfied by RM3million in cash and RM55million through issuance of new AAB share.

The proposed business merger is subject to approvals from KLSE, SC and shareholders of AAB. 

viii) Proposed acquisitions of Phileo Assets Management Sdn Bhd (PAM), Phileo Allied Options and Financial Futures Sdn Bhd (POF) and PhileoAllied Unit Trust Management Bhd (PUT) via Pentaville Investments Limited (PIL)

On 24 May 2001, PIL, a wholly-owned subsidiary of AAB has entered into conditional a sale and purchase agreement with Phileo Allied Berhad (PAB) for the acquisition of entire equity interest in PAM, POF and PUT for a total consideration of RM23.0million, which shall be satisfied through the issuance of 23,000,000 new ordinary shares of RM1.00 each in AAB at par. The proposed acquisitions are conditional upon the approvals being obtained from the SC, FIC, KLSE, shareholders of AAB and any other relevant authorities.

ix)
Proposed debt equity swap 

On 23 August 2001, AAB and certain of its subsidiaries and Panbuilt Sdn Bhd (collectivelly referred to as Subject Companies) entered into a conditional agreement with Aroma Teraju Sdn Bhd (Aroma), a 55% owned subsidiary of the Ministry of Finance Incorporated, which, inter-alia, include:-

· the proposed remission of tax liabilities and tax penalties of the Subject Companies amounting to RM165,000,000; and

· the issuance of RM165,000,000 of RM1.00 nominal value 5-year zero coupon irredeemable convertible unsecured loan stocks in AAB at 100% of its nominal value to Aroma.

The proposed debt equity swap shall be conditional upon the approvals obtained from the SC, FIC, KLSE, shareholders of AAB, holders of existing RM1.00 nominal value 2% irredeemable convertible unsecured loan stocks 1996/2001 in AAB and any other relevant authorities, and also upon the issuance of the Minister's Remission and Director General's Remission in writing.

10.
Seasonal or Cyclical Factors
The Group’s activities are not affected by seasonal or cyclical factors. 

11.
Debt and Equity Securities


There were no issuance and repayment of debt and equity securities, shares buy-back, share cancellation, shares held as treasury shares and resale of treasury shares for the financial period ended 31 July 2001.

12.
Share Capital


On 31 July 2001, the Company's issued and paid up share capital is increased from RM150,179,320 to RM150,446,240 by an allotment of 226,920 new ordinary shares of RM1.00 each arising from the conversion of  RM1,668,250 nominal value of ICULS on the basis of one new ordinary share of RM1.00 each for every RM6.25 nominal amount of ICULS.

13.
Group Borrowings


The Group’s total borrowings with local financial institutions as at 31 July 2001 is as follows: 

Short term borrowings 

RM'000

   - secured

86,032

   - unsecured

4,506







90,538





14.
Contingent Liabilities

Contingent liabilities of the Group as at 31 July 2001 are as follows: -

a) Undertaking given to financial institutions for credit facilities granted to an associated company amounting to RM22.47 million.

b) In 1998, Mega Palm was placed under receivership by its lenders as a results of its default in the payment of its credit facilities. Consequently, the Company was served with a writ of claim by the financial institution for the amount of RM232.2 million. 

As stated in note 9(vi) above, AAB and Mega Palm have entered into a Settlement Agreement on 14 December 2000 with CHHB and lenders to settle the entire loan outstanding and the civil suit taken by the lenders. 

c) A wholly owned subsidiary of AAB may be contingent liable to USD7million for a purchase commitment made. However, the actual claim cannot be determined at present.

15.
Off Balance Sheet Financial Instruments

There was no financial instrument with off balance sheet risk for the financial period ended 31 July 2001.

16.
Material Litigation


There was no material pending litigation for the financial period ended 31 July 2001 other than as disclosed in Note 14(b).

17. Segmental Reporting

Industry segment
                          Turnover
Profit  /  (Loss)

Before taxation
Assets

Employed


RM’000
RM’000
RM’000

Property
4,679
2,589
165,787

Financial services
458
(660)
52,952

Investment holding
-
6,157
364,639

Others
-
-
3,020







5,137
1,929
586,398






Geographical segment
Turnover
Profit / ( Loss )

Before taxation
Assets

Employed


RM’000
RM’000
RM’000

Malaysia
5,137
1,929
578,963

Australia
-
-
4,415

China
-
-
3,020







5,137
1,929
586,398






18. 
Material Changes in the Quarterly Results compared to the Results of the preceding Quarter

Current Quarter

31 July 2001

RM’000
Preceding Quarter

30 April 2001

RM’000
Variance

RM’000

Profit before exceptional items
(2,288)
7,218
(9,506)

Exceptional items
-
(3,000)
3,000






Profit/(loss) before taxation
(2,288)
4,218
(6,506)







The deterioration of results from profit of RM4.21million for the quarter ended 30 April 2001 to a loss of RM2.29million for the quarter ended 31 July 2001 is mainly due to the gain on disposal of Menara Phileo which completed in the preceding quarter. 

19.
Review of Performance of the Company and its Principal Subsidiaries

The Group recorded a turnover and profit before taxation of RM5.14million and RM1.9million respectively for the financial period ended 31 July 2001. The current period’s turnover comprises mainly of the sale of existing stocks of development properties and income from the Group’s investment in car park properties. The profit before taxation mainly derived from gain on disposal of investment properties of approximately RM9.69million which is affected by the group's interest expense on borrowings and exceptional items.

In the opinion of the Directors, the results of the operations for the current financial period to date have not been affected significantly by any items, transactions or events of a material and unusual nature which has arisen between 31 July 2001 and the date of this announcement.

20.
Prospects for the current financial year

It is the intention of AAB to grow and expand in the stockbroking business through the acquisitions and mergers, which is also in line with the effort of the SC to consolidate and merge stockbroking firms. The Group has been restructuring its operations by disposing of non-core and non-income generating assets to comply with SC's guidelines on the involvement of stockbroking group in the property and construction business and also to reduce the Group's gearing. The successful completion of corporate proposals (as detailed in note 9 above) and the proposed merger of all the stockbroking business will results in AAA achieving a Universal Broker (UB) status.

The Board of Directors expects an improvement on the Group’s result only upon the completion of all corporate proposals. As such, the Board of Directors does not expect the Group's result to improve for the next two quarters.

21.
Variance of Actual Profit from Forecast Profit and Profit Guarantee

   
Not applicable.

22. 
Dividend

The Directors do not recommend any dividends for the financial period ended 31 July 2001.
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