AVENUE CAPITAL RESOURCES BERHAD ("Avenue")

[Formerly known as Avenue Assets Berhad] 

(Company No: 478-A)


NOTES TO INTERIM FINANCIAL STATEMENTS 

FOR THE FOURTH QUARTER ENDED 31 JANUARY 2004

A. Compliance with MASB 26: Interim Financial Reporting

A1. Basis of preparation and accounting policies 

The interim financial report has been prepared in accordance with MASB 26 : Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Malaysia Securities Exchange Berhad (“MSEB”) and should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2003.

The accounting policies and methods of computation adopted for this interim financial statements are consistent with those adopted for the annual financial statements for the year ended 31 January 2003, except for the adoption of new approved accounting standard, MASB 25 – Income Taxes, issued by the Malaysian Accounting Standard Board which became effective and applicable during the financial year. Upon adoption of MASB 25, the tax effect of transactions are recognised using the “balance sheet method” and all taxable temporary differences are recognised. Where such temporary differences would give rise to net deferred tax asset, the tax effect are recognised to the extent that it is probable that taxable profits will be available against which the deductible temporary differences can be utilised. The effects of adopting MASB 25 on the accounts for the financial year ended 31 January 2004 is not material.   

A2. Audit report of the preceding annual financial statements

The audit report of the Group’s financial statements for the year ended 31 January 2003 did not contain any qualification.

A3. Seasonal or cyclical factors

The Group's operations are not affected by any seasonal or cyclical factors.

A4. Unusual items affecting financial statements of the Group

In accordance to the Group’s accounting policy on goodwill, where an indication of impairment exists, the carrying amount of goodwill is assessed and written down immediately to its recoverable amount. Following the demutualisation of the MSEB and the finalisation of the allocations of the shares to all stockbroking companies, the directors are of the opinion that the carrying amount of the stockbroking subsidiaries has been impaired. Consequently the remaining goodwill arising from the acquisition of the stockbroking subsidiaries has also been severely impaired and accordingly written off to the income statement of the Group. The goodwill write off has resulted in the Group’s accumulated loss as at 31 January 2004 to increase by RM251.27 million.

There were no other unusual items affecting the financial statements of the Group for the financial year  ended 31 January 2004. 

A5. Changes in the nature and amount in estimates 

There were no significant changes in the estimates of amounts reported in the prior financial year.

A6. Changes in debt and equity securities

On 15 December 2003, the Company bought back 100 of its ordinary share at a total cost of RM86.03. There were no issuance, cancellation, resale and repayment of debt and equity securities during the current quarter ended 31 January 2004.
A7. Dividend paid

There was no dividend paid during the financial year ended 31 January 2004.

A8. Segmental reporting 

The segmental reporting for the financial period ended 31 January 2004 is as follows:-


Financial services
Investment holding
Others
Total


RM'000
RM'000
RM'000
RM'000







Segment revenue
69,729
1,449
1,069
72,247







Segment results
14,286
(697)
193
13,782

Finance costs



(23)

Impairment loss on investment



(14,537)

Amortisation of goodwill



(15,372)

Gain on disposal of investment



4,129

Share in results of associated companies



17,850

Goodwill written off



(251,269)





(245,440)

Taxation



(6,943)

Net loss 



(252,383)













A9. Valuation of property, plant and equipment

There has been no valuation on any of the Group’s property, plant and equipment.

A10. Material subsequent events

There were no material subsequent events which have arisen between 31 January 2004 and the date of this announcement. 

A11. Effect of changes in the composition of the Group

There was no change in the composition of the Group during the current quarter ended 31 January 2004. 

A12. Changes in contingent liabilities or contingent assets

There were no changes in contingent liabilities since the last balance sheet date as at 31 January 2003.
B.
   Additional information required by the MSEB Listing Requirement Part A, Appendix 9B

B1. Review of performance of the Company and its principal subsidiaries

The Group recorded a turnover and loss before taxation of RM26.66 million and RM244.61 million respectively for the current quarter ended 31 January 2004. Although there is an increase in turnover of RM33.62 million for the financial year ended 31January 2004 as compared to the last financial year, there is a significant deterioration in results for the year by RM253.50 million as compared to the preceding year as the result of the write off of goodwill amounting to RM251.27 million made during the current year’s quarter. 

B2. Material changes in the quarterly results compared to the results of the preceding quarter


Current Quarter

31 Jan 2004

RM’000
Preceding Quarter

31 Oct 2003

RM’000
Variance

RM’000

Profit/(loss) before tax
(244,605)
612
(245,217)

Taxation
(6,246)
(97)
(6,149)

Profit/(loss) after tax
(250,851)
515
(251,366)

The significant deterioration in the Group’s results after tax of RM251.37 million as compared to the preceding quarter is due to the write off of goodwill amounting to RM251.27 million made during the current quarter. 

B3. Prospects for the next financial year

The Group’s results for the financial year ended 31 January 2004 has been significantly weighed down by the amortisation of goodwill and the goodwill written off. In view that there will be no more goodwill amortisation for the next financial year coupled with the higher market volume and value of shares traded on the MSEB in the recent months, the directors are positive that the Group’s results will improve in the next financial year.  

B4. Variance of Actual Profit from Forecast Profit or Profit Guarantee

Not applicable.
B5. Taxation


Taxation of the Group is as follows: -    

                     
Fourth Quarter
Cumulative 12 months


31 Jan 2004
31 Jan 2003
31 Jan 2004
31 Jan 2003


RM’000
RM’000
RM’000
RM’000







- Current period tax charge
784
473
1,943
1,770

- Transfer to deferred taxation 
-
(48)
-
(57)

- Share in taxation of associated 

   company 
5,495
5,617
5,495
5,617








6,297
6,042
7,438
7,330

- Over provision in prior years 
(33)
-
(495)
(200)








6,246
6,042
6,943
7,130


Although the Group made losses during the current financial period, there is estimated tax payable in respect of taxable income of profitable subsidiary companies. 
B6. Profit on sale of unquoted investment and/or properties

Profit on sale of investment properties during the current quarter ended 31 January 2004 amounted to RM1.36 million. 

Profit on sale of unquoted investments during the current quarter and financial year ended 31 January 2004 amounted to RM1.25 million.

B7. Quoted securities and unit trusts 

(a)      The purchase and disposal of quoted securities, which consist mainly of fixed income instruments, for the current quarter and current year to date  are as follows: -


Current 

quarter ended

Current year ended


31 Jan 2004

31 Jan 2004


RM'000

RM'000






Total purchase consideration
32,924

69,074






Total disposal proceeds
29,961

38,193






Gain on disposal 
1,542

1,503






(b) The total investments in quoted / marketable securities as at 31 January 2004 are as follows: -


<------------------Quoted in Malaysia-------------------->


Associated company
Unit trust 
Others  
Total


RM'000
RM'000
RM'000
RM'000







At cost
295,951
46,950
28,774
371,675







At carrying value / book value 
314,125
46,950
28,574
389,649







At market value
125,672
47,106
29,674
202,452







B8. Status of corporate proposals

There were no corporate proposals announced but not completed as at the date of this announcement.

B9. Group borrowings


There were no bank borrowings as at 31 January 2004.

B10. Off balance sheet financial instruments


There are no financial instruments with off balance sheet risk as at the date of this announcement.

B11. Changes in material litigation

There are no significant changes to the material litigation reported since the last quarter. 
B12. Dividend


The Directors do not recommend the payment of any dividend in respect of the financial year ended 31 January 2004.

B13.
Earnings / (loss) per share

(a) Basic earnings / (loss) per share



The basic earnings / (loss) per share is calculated by dividing the net profit / (loss) for the quarter / year to date by the weighted average number of ordinary shares in issue during the quarter / year to date.


Fourth Quarter

Cumulative 12 months


31 Jan 2004
31 Jan 2003

31 Jan 2004
31 Jan 2003








Net profit / (loss) after tax  (RM'000)
    (250,851)
          (915)

(252,383)
1,117








Weighted average number of shares in issue ('000)
772,243
729,637

772,230
431,905








Basic earnings/(loss)            

per share (sen)
(32.48)
(0.13)

(32.68)
0.26








(b) Diluted earnings / (loss) per share



The diluted earnings per share is calculated by dividing the net profit / (loss) for the quarter / year to date by the weighted average number of ordinary shares that would have been in issue during the quarter / year to date had all the loan stocks been converted at the beginning of the period.


Fourth Quarter

Cumulative 12 months


31 Jan 2004
31 Jan 2003

31 Jan 2004
31 Jan 2003








Net profit / (loss) after tax  (RM'000)
    (250,851)
          (915)

(252,383)
1,117








Weighted average number of shares in issue ('000)
772,243
729,637

772,230
431,905

Adjustment for conversion of loan

 stocks 
59,474
45,918

59,474
11,574


831,717
775,555

      831,699
443.479








Diluted earnings per share (sen)
Note
Note

Note
0.25









Note - The diluted loss per share is not presented as the loan stocks and warrants, if converted, will result in anti-dilutive loss per share. 
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