AVENUE CAPITAL RESOURCES BERHAD ("Avenue")

 (Company No: 478-A)


NOTES TO INTERIM FINANCIAL STATEMENTS 

FOR THE FOURTH QUARTER ENDED 31 JANUARY 2006
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 January 2006. 

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

There were no issuance, cancellation, resale and repayment of debt and equity securities during the current quarter ended 31 January 2006.
A7.
Dividend paid

There was no dividend paid during the current quarter ended 31 January 2006
A8.
Segmental reporting 

The segmental reporting for the financial period ended 31January 2006 is as follows:-

	
	Financial services
	Investment holding
	Others
	Eliminations
	Total

	
	RM'000
	RM'000
	RM'000
	RM’000
	RM'000

	
	
	
	
	
	

	Segment revenue
	75,329
	21,418
	2,762
	(21,372)
	78,137

	
	
	
	
	
	

	Segment results
	36,067
	16,611
	2,375
	(20,769)
	34,284

	Share in results of an associated company
	
	
	
	
	23,449

	Impairment loss on investments
	
	
	
	
	(18,086)

	Gain on  investments
	
	
	
	
	17,084

	Finance costs
	
	
	
	
	(139)

	Profit before tax
	
	
	
	
	56,592

	Taxation
	
	
	
	
	(2,939)

	Profit after tax 
	
	
	
	
	53,653

	
	
	
	
	
	


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 announcements made by the Company as disclosed in Note B8 below, there were no material subsequent events which have arisen between 31 January 2006 and the date of this announcement. 

A11.
Effect of changes in the composition of the Group

Avenue had on 12 January 2006 completed the disposal of 60% of its equity interest in Avenue Asset Management Services Sdn Bhd (“AvAM”) to Bank Muamalat Malaysia Berhad. As at the date, AvAM ceased to be a wholly owned subsidiary and became an associated company of Avenue. On 20 January 2006, AvAM’s name was changed to Muamalat Avenue Sdn Bhd.
On 20 January 2006, Soon Theam Securities Sdn Bhd, a wholly owned sub-subsidiary of the Company, was deemed dissolved via a vesting order pursuant to a Kuala Lumpur High Court Originating Summon.

There were no other changes in the composition of the Group during the current quarter ended 31 January 2006. 

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 fourth quarter ended 31 January 2006 was RM16.39 million, a reduction of 39% as compared to the revenue for the preceding year’s corresponding quarter due to lower volume traded on Bursa Securities. Bursa Securities’ volume for the last quarter of financial year 2006 was down by 41% as compared to the last quarter of financial year 2005.   
However the Group recorded a profit after tax of RM53.65 million for the year ended 31 January 2006, an increased of >100% as compared to the RM24.38 million recorded for the last financial 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 January 2006
RM’000
	Preceding Quarter

31 October 2005

RM’000
	Variance

RM’000

	Profit before tax
	7,481
	13,046
	(5,565)

	Taxation
	2,259
	(3,917)
	6,176

	Profit after tax
	9,740
	9,129
	611


There was no material change in profit after tax for the current quarter. The fluctuation in profit before tax and taxation was mainly due to share of losses and tax reversal of an associated company during the current quarter as a result of provision for voluntary separation scheme by the associated company. 

B3.
Prospects for the next financial year

The Company expects to complete its proposed reorganisation, as approved by all stockholders on 1 December 2005, by the second quarter of the next financial year. Upon completion of the reorganisation, Avenue will be delisted and Avenue International Capital Berhad (“AICB”), the new holding company incorporated to facilitate the proposed reorganisation, will assume the listing status of Avenue.

The Group also expects the proposed merger with ECM Libra Berhad, as further detailed in Note B8 below, to be completed by the third quarter of the next financial year. However, given the lead time required for the transformation of the enlarged AICB Group into an investment banking group, and the internal rationalisation after the completion of the proposed merger, the Group is not expected to see significant synergistic effects on the results for the next financial year.          
Barring unforeseen circumstances, the directors expect the Group’s revenue to improve for the next financial year. However given the nature of the other income for the financial year ended 31 January 2006, the directors expect the Group’s results to be lower for 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 January

2006

31 October 2005
	31 January

2005

31 October

2004
	31 January
2006
 2005 October2004 2005
	31 January
 2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	- Current period tax charge
	(80)
	129
	1,771
	1,772

	- Share in taxation of associated 

   company 
	(2,186)
	6,019
	1,170
	6,019

	
	(2,266)
	6,148
	2,941
	7,791

	- Under / (over) provision in prior years 
	7
	(439)
	(2)
	(521)

	
	(2,259)
	5,709
	2,939
	7,270



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 on disposal of investments, as it is capital in nature.

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

During the current quarter ended 31 January 2006, the Company disposed off 60% of its equity interest in a wholly-owned subsidiary. Profit from the disposal of the investment was RM197,000.
There is no other material gain or loss on disposal of unquoted investments other than in the ordinary course of business.    

Profit on sale of investment properties for the financial year ended 31 January 2006 was RM70,000.  
B7.
Quoted securities and unit trusts 

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

	
	Current 

quarter ended
	
	Current year to date

	
	31 January 2006
	
	31 January 2006

	
	RM'000
	
	RM'000

	
	
	
	

	Total purchase consideration
	4,336
	
	40,336

	
	
	
	

	Total proceeds from disposal and capital                   repayment  exercise
	-
	
	70,090

	
	
	
	

	Gain on disposal 
	-
	
	13,193

	
	
	
	


(b) The total investments in quoted / marketable securities as at 31 January 2006 are as follows: -

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

	
	Associated company
	Unit trust 
	Others  
	Total

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

	
	
	
	
	

	At cost
	295,951
	40,961
	14,010
	350,922

	
	
	
	
	

	At carrying value / book value 
	314,125
	40,961
	13,792
	368,878

	
	
	
	
	

	At market value
	350,311
	42,685
	18,287
	411,283

	
	
	
	
	


B8.
Status of corporate proposals  

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

(a)
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. On 24 October 2005, Avenue International Capital Berhad (“AICB”) was incorporated as the new holding company;
(ii) Proposed exchange of all the Avenue Shares, Avenue ICULS and Avenue warrants with new AICB 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 AICB, 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 AICB to its shareholders via a reduction of share capital of AICB 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 AICB under Section 64 of the Act (“Proposed Cancellation”);

(v) Proposed consolidation of the AICB 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 AICB, such that Avenue will be delisted and AICB 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 AICB of a scheme for the grant of options to the directors and eligible employees of AICB Group.

The proposed reorganisation was approved by the Securities Commission on 29 September 2005 and all the stockholders of Avenue on 1 December 2005. It is now pending the final approval from certain authorities and the sanctions from the High Court of Malaya. 


(b)
On 19 January 2006, the Company announced that it had entered into a conditional share sale agreement with ECM Libra Berhad (“ECM Libra”), for the purpose of the proposed merger between Avenue and ECM Libra, via the acquisitions by AICB of the entire equity interests in the operating subsidiaries of ECM Libra, in consideration of the allotment and issuance of 442.0 million new ordinary shares of RM1.00 each in AICB credited as fully paid-up at RM1.00 each to ECM Libra.
The proposed merger is pending approvals from various authorities and shareholders.

B9.
Group borrowings


There was an unsecured short term borrowings of RM30 million as at 31 January 2006.

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 final dividend for the financial year ended 31 January 2006.
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.

	
	Fourth Quarter
	
	Cumulative 12 months

	
	31 January 2006
	31 January 2005
	
	31 January 2006
	31 January 2005

	
	
	
	
	
	

	Net profit after tax  (RM'000)
	         9,740 
	6,244
	
	53,653
	24,375

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	779,494
	772,242
	
	778,400
	772,242

	
	
	
	
	
	

	Basic earnings per share (sen)
	1.25
	0.81
	
	6.89
	3.16

	
	
	
	
	
	


(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.

	
	Fourth Quarter
	
	Cumulative 12 months

	
	31 January 2006
	31 January 2005
	
	31 January 2006
	31 January 2005

	
	
	
	
	
	

	Net profit after tax  (RM'000)
	         9,740 
	6,244
	
	53,653
	24,375

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	779,494
	772,242
	
	778,400
	772,242

	Adjustment for conversion of loan   stocks


	52,222


	59,474


	
	52,222


	59,474



	
	831,716
	831,716
	
	830,622
	831,716

	
	
	
	
	
	

	Diluted earnings per share (sen)
	1.17
	0.75
	
	6.46
	2.93

	
	
	
	
	
	



Note - The Company’s warrants which are convertible to ordinary shares have potential dilutive effects on the earnings per share. However, as the exercise price of the warrants is higher than the current market price of the ordinary shares, there will be no impact of dilution on the earnings per share. 
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