AVENUE CAPITAL RESOURCES BERHAD ("Avenue")

[Formerly known as Avenue Assets Berhad] 

(Company No: 478-A)


NOTES TO INTERIM FINANCIAL STATEMENTS 

FOR THE SECOND QUARTER ENDED 31 JULY 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 Bursa Malaysia Securities Berhad (“Bursa Securities”) and should be read in conjunction with the audited financial statements of the Group for the year ended 31 January 2004.

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 2004. 

A2. Audit report of the preceding annual financial statements

The audit report of the Group’s financial statements for the year ended 31 January 2004 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

There were no unusual items affecting the financial statements of the Group during the financial period ended 31 July 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 21 May 2004, the Company bought back 100 of its ordinary share at a total cost of RM62.52. There were no issuance, cancellation, resale and repayment of debt and equity securities during the current quarter ended 31 July 2004.
A7.
Dividend paid

There was no dividend paid during the financial period ended 31 July 2004.

A8.
Segmental reporting 

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

	
	Financial services
	Investment holding
	Others
	Total

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

	
	
	
	
	

	Segment revenue
	41,337
	1,005
	556
	42,898

	
	
	
	
	

	Segment results
	14,521
	(527)
	124
	14,118

	Taxation
	
	
	
	(1,103)

	Profit after tax 
	
	
	
	13,015

	
	
	
	
	

	
	
	
	
	


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 July 2004 and the date of this announcement. 

A11.
Effect of changes in the composition of the Group

On 9 July 2004, the Company acquired two ordinary shares of RM1.00 each, representing the entire issued and paid up capital of ACRB Capital Sdn. Bhd. ("ACap") which was incorporated on 6 July 2004. The issued and paid up share capital of ACap was subsequently increased to RM500,000 on 26 August 2004. 

There was no other change in the composition of the Group during the current quarter ended 31 July 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 2004.
B.
Additional information required by Bursa Securities Listing Requirements Part A, Appendix 9B

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

The Group recorded a significantly higher turnover and profit before taxation of RM18.63 million and RM5.28 million respectively for the current quarter ended 31 July 2004 as compared to the turnover of RM16.49 million and loss before tax of RM1.12 million in the previous year’s corresponding quarter. The improvement in the Group results was mainly because there was no further amortisation of goodwill made during the current quarter as the entire goodwill was written off in the last financial year.

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

	
	Current Quarter

31 July 2004

RM’000
	Preceding Quarter

30 Apr 2004

RM’000
	Variance

RM’000

	Profit before tax
	5,275
	8,843
	(3,568)

	Taxation
	(593)
	(510)
	(83)

	Profit after tax
	4,682
	8,333
	(3,651)


The reduction in the Group’s profit after tax of RM3.65 million as compared to the preceding quarter is due to lower revenue during the current quarter as a result of  weaker market sentiment. 

B3.
Prospects for the current financial year

Barring any unforeseen circumstances, the directors expect that the Group results will improve for the current financial year as compared to the previous financial year.  

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

Not applicable.
B5.
Taxation


Taxation of the Group is as follows: -    

	                     
	Second Quarter
	Cumulative 6 months

	
	31 Jul 2004
	31 Jul 2003
	31 Jul 2004
	31 Jul 2003

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	- Current period tax charge
	620
	326
	1,130
	599

	- Over provision in prior years 
	(27)
	-
	(27)
	-

	
	593
	326
	1,103
	599

	
	
	
	
	




The estimate tax payable reflects an effective rate which is lower than the statutory tax rate mainly due to the utilisation of tax losses brought forward.  

B6.
Profit on sale of unquoted investment and/or properties

There were no sale of unquoted investment or properties during the current quarter and for period ended 31 July  2004. 

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 to date

	
	31 Jul 2004
	
	31 Jul 2004

	
	RM'000
	
	RM'000

	
	
	
	

	Total purchase consideration
	-
	
	-

	
	
	
	

	Total disposal proceeds
	-
	
	22,469

	
	
	
	

	Gain on disposal 
	-
	
	220

	
	
	
	


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

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

	
	Associated company
	Unit trusts 
	Others  
	Total

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

	
	
	
	
	

	At cost
	295,951
	24,700
	29,147
	349,798

	
	
	
	
	

	At carrying value / book value 
	314,125
	24,700
	28,947
	367,772

	
	
	
	
	

	At market value
	168,087
	25,382
	20,998
	214,467

	
	
	
	
	


B8.
Status of corporate proposals

Other than the proposed acquisition of an office building, known as THB Satu, for a cash consideration of RM32.40 million by a subsidiary company, there were no other corporate proposals announced but not completed as at the date of this announcement.   

B9.
Group borrowings


There were no bank borrowings as at 31July 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

On 23 August 2004, an originating summons dated 6 July 2004 was served on Affluent, an associated company of Avenue, by the solicitors acting for and on behalf of AmMerchant Bank Berhad, the manager and agent of Affluent’s syndicated credit facility. The summons seeks for an order from the Court for the Land to be sold by way of a public auction pursuant to Sections 256 and 257 of the National Land Code 1965 to repay the sum secured under the said charge. 

On 14 September 2004, a writ of summons dated 26 July 2004 together with a statement of claim was served on Affluent (as the “First Defendant”), Phileo Promenade Sdn Bhd (now known as AAB Avenue I Sdn Bhd) (as the “Second Defendant”) and a third defendant for the recovery of an outstanding sum said to be owing by Affluent to the financiers. AAB Avenue I Sdn Bhd is a wholly owned subsidiary of Avenue via Flyingvest Sdn Bhd and one of the joint venture partners of Affluent.

As the cost of investment of Affluent in the accounts of the Group has been fully provided for since financial year 2001 and there is no corporate guarantee given by Avenue Group, the Board of Directors is of the opinion that the above summons will not have any material financial impact on the Group.

There were no other 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 period ended 31 July 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.

	
	Second Quarter
	
	Cumulative 6 months

	
	31 Jul 2004
	31 Jul 2003
	
	31 Jul 2004
	31 Jul 2003

	
	
	
	
	
	

	Net profit / (loss) after tax  (RM'000)
	4,682
	793
	
	13,015
	(2,049)

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	772,244
	772,218
	
	772,244
	772,217

	
	
	
	
	
	

	Basic earnings/(loss)            

Per share (sen)
	0.61
	0.10
	
	1.69
	(0.27)

	
	
	
	
	
	


(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.

	
	Second Quarter
	
	Cumulative 6 months

	
	31 Jul 2004
	31 Jul 2003
	
	31 Jul 2004
	31 Jul 2003

	
	
	
	
	
	

	Net profit / (loss) after tax  (RM'000)
	4,682
	793
	
	13,015
	(2,049)

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	772,244
	772,218
	
	772,244
	772,217

	Adjustment for conversion of loan

 stocks


	59,474


	59,490


	
	59,474


	59,490



	
	831,718
	831,708
	
	831,718
	831,707

	
	
	
	
	
	

	Diluted earnings per share (sen)
	0.56
	0.10
	
	1.56
	Note

	
	
	
	
	
	



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