AVENUE CAPITAL RESOURCES BERHAD ("Avenue")

 (Company No: 478-A)


NOTES TO INTERIM FINANCIAL STATEMENTS 

FOR THE SECOND QUARTER ENDED 31 JULY 2005

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 2005.

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 2005. 

A2. Audit report of the preceding annual financial statements

The audit report of the Group’s financial statements for the year ended 31 January 2005 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 2005. 

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 24 May 2005, the Company bought back 100 of its ordinary shares at a total cost of RM72.03.

There were no issuance, cancellation, resale and repayment of debt and equity securities during the current quarter ended 31 July 2005.
A7.
Dividend paid

There was no dividend paid during the financial period ended 31 July 2005. 

A8.
Segmental reporting 

The segmental reporting for the financial period ended 31 July 2005 is as follows:-

	
	Financial services
	Investment holding
	Others
	Total

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

	
	
	
	
	

	Segment revenue
	39,763
	122
	1,215
	41,100

	
	
	
	
	

	Segment results
	24,893
	(1,508)
	432
	23,817

	Gain on disposal of investments
	
	
	
	12,247

	
	
	
	
	36,064

	Taxation
	
	
	
	(1,281)

	Profit after tax 
	
	
	
	34,783

	
	
	
	
	


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

Other than the announcement made by the Company as disclosed in Note B8 below, there were no material subsequent events which have arisen between 31 July 2005 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 July 2005. 

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 2005.
B.
Additional information required by Bursa Securities Listing Requirement Part A, Appendix 9B

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

Revenue for the Avenue Group for the second quarter ended 31 July 2005 was RM20.94 million or 12% higher as compared to the revenue for the preceding year corresponding quarter as the market sentiment was slightly better this year as compared to 2004.  
The Group recorded a profit after tax of RM34.78 million for the 6 months ended 31 July 2005, an increased of >100% as compared to the RM13.02 million recorded during the same period last year. The higher profit was attributable mainly to gain from the disposal of the Group’s quoted investments and write back of provisions no longer required. 
B2.
Material changes in the quarterly results compared to the results of the preceding quarter

	
	Current Quarter

31 July 2005

RM’000
	Preceding Quarter

30 April 2005

RM’000
	Variance

RM’000

	Profit before tax
	22,880
	13,184
	9,696

	Taxation
	(650)
	(631)
	(19)

	Profit after tax
	22,230
	12,553
	9,677


The increase in profit after tax for the current quarter is mainly due to gain from the disposal of the Group’s quoted investments and write back of provisions no longer required.  

B3.
Prospects for the current financial year

Trading volume and market capitalisation of KLCI improved in June 2005. KLCI is higher with improved market confidence and buying interest, especially after the release of the peg on Ringgit Malaysia in July 2005. However, with the concerns arising from increase in oil prices and other commodities, market sentiments are expected to remain volatile. 
Barring any unforeseen circumstances, the directors are confident that the Group will be able to ride over this difficult period and improve its results for the current financial year as compared to the financial year ended 31 January 2005.

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

Not applicable.
B5.
Taxation


Taxation of the Group comprised solely of current period’s tax charges. The estimate tax payable reflects an effective rate which is much lower than the statutory tax rate mainly due the utilisation of tax losses brought forward. In addition, there is no tax effect arising from the gain from the disposal of investment, as it is capital in nature.

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

They were no sale of unquoted investment or properties during the current quarter ended 31 July 2005. 


Profit on sale of investment properties for the 6 months ended 31 July 2005 amounted was RM69,871.  

B7.
Quoted securities and unit trusts 

(a)
The purchase and disposal of quoted securities, for the current quarter and current year-to-date are as follows: -

	
	Current 

quarter ended
	
	Current year to date

	
	31 July 2005
	
	30 July 2005

	
	RM'000
	
	RM'000

	
	
	
	

	Total purchase consideration
	-
	
	36,000

	
	
	
	

	Total proceeds from disposal and capital                   repayment  exercise
	10,900
	
	70,090

	
	
	
	

	Gain on disposal 
	4,236
	
	12,410

	
	
	
	


(b) The total investments in quoted / marketable securities as at 31 July 2005 are as follows: -

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

	
	Associated company
	Unit trust 
	Others  
	Total

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

	
	
	
	
	

	At cost
	295,951
	52,977
	10,264
	359,192

	
	
	
	
	

	At carrying value / book value 
	314,125
	52,977
	10,064
	377,166

	
	
	
	
	

	At market value
	290,617
	54,527
	16,096 
	361,240

	
	
	
	
	


B8.
Status of corporate proposals  

The following corporate proposals were announced but not completed yet as at the date of this announcement:-

(a)
On 27 July 2005, the Company announced an internal rationalisation exercise to merge the stockbroking and futures & options broking activities within the Group (“Proposed Merger"). Pursuant to the Proposed Merger, Avenue Options and Futures Services Sdn. Bhd. ("AvOF") had on 27 July 2005 entered into a Sale of Business Agreement with Avenue Securities Sdn. Bhd. ("AvS"). Upon completion of Proposed Merger, AvOF shall cease its business as a futures and options broker and AvS shall assume the provision of futures and options broking services in place of AvOF.

(b)
Further to the Company’s announcement on 28 April 2005, the Company had on 2 September 2005 announced that it had entered into a Share Sale Agreement and a Shareholders’ Agreement  with Bank Muamalat Malaysia Berhad ("BMMB"). Pursuant to the terms of the agreements, Avenue will sell and transfer 6,000,000 ordinary shares of RM1.00 each in and representing 60% of the enlarged equity share capital of AvAM to BMMB for an indicative purchase price of RM6,300,000.00 to be satisfied entirely in cash.  
(c)
On 19 May 2005, the Company announced that it proposed to undertake a proposed reorganisation, which entails the following:
(i) Proposed incorporation of Newco to facilitate the proposed reorganisation;

(ii) Proposed exchange of all the Avenue Shares, Avenue ICULS and Avenue warrants with new Newco shares pursuant to a scheme of arrangement of Avenue under Section 176 of the Act (“Proposed Exchange”);

(iii) Proposed distribution of assets in specie comprising all the Pos Malaysia & Services  Holdings Bhd (“PSH”) shares held by Avenue and all the shareholdings of the Company in its wholly-owned subsidiaries involved in the provision of financial services to Newco, via a reduction in share capital of Avenue under Section 64 of the Act (“Proposed Distribution”);

(iv) Proposed distribution of assets in specie comprising all the PSH shares held by Newco to its shareholders via a reduction of share capital of Newco under Section 64 of the Act (“Proposed PSH Distribution”) and the proposed cancellation of goodwill arising from the Proposed Exchange via a reduction of share capital of Newco under Section 64 of the Act (“Proposed Cancellation”);

(v) Proposed consolidation of the Newco shares after the Proposed PSH Distribution and Proposed Cancellation back to its par value of RM1.00 each; and

(vi) Proposed transfer of the listing status of Avenue to Newco, such that Avenue will be delisted and Newco will assume the listing status of Avenue on the Main Board of Bursa Securities.

On the same day, Avenue also announced the proposed establishment by Newco of a scheme for the grant of options to the directors and eligible employees of Newco Group.


All the above corporate proposals are pending approvals from various authorities.

B9.
Group borrowings


There were no bank borrowings as at 31 July 2005.

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 period ended 31 July 2005.
B13.
Earnings per share

(a) Basic earnings per share



The basic earnings per share is calculated by dividing the net profit 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 July 2005
	31 July 2004
	
	31 July 2005
	31 July 2004

	
	
	
	
	
	

	Net profit after tax  (RM'000)
	         22,230 
	4,682
	
	34,783 
	13,015

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	779,492
	772,244
	
	777,289
	772,244

	
	
	
	
	
	

	Basic earnings per share (sen)
	2.85
	0.61
	
	4.47
	1.69

	
	
	
	
	
	


(b) Diluted earnings per share



The diluted earnings per share is calculated by dividing the net profit 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 July 2005
	31 July 2004
	
	31 July 2005
	31 July 2004

	
	
	
	
	
	

	Net profit after tax  (RM'000)
	         22,230 
	4,682
	
	34,783 
	13,015

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	779,492
	772,244
	
	777,289
	772,244

	Adjustment for conversion of loan   stocks


	52,224


	59,474


	
	52,224


	59,474



	
	831,716
	831,718
	
	829,513
	831,718

	
	
	
	
	
	

	Diluted earnings per share (sen)
	2.67
	0.56
	
	4.19
	1.56

	
	
	
	
	
	



Note - The diluted loss per share is not presented as the loan stocks, warrants and employees share options, if converted, would be anti-dilutive to the basic loss per share. 
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