AVENUE CAPITAL RESOURCES BERHAD ("Avenue")

 (Company No: 478-A)


NOTES TO INTERIM FINANCIAL STATEMENTS 

FOR THE FIRST QUARTER ENDED 30 APRIL 2006
A. Explanatory Notes Pursuant to FRS 134: Interim Financial Reporting

A1. Basis of preparation and accounting policies 

The interim financial report has been prepared in accordance with the reporting requirements outlined in the Financial Reporting Standards (“FRS”) 134 – Interim Financial Reporting issued by Malaysian Accounting Standards Board (“MASB”) and Paragraph 9.22 of Bursa Malaysia Securities Berhad (“Bursa Securities”)’s Listing Requirements. This report should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 January 2006.

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 financial year ended 31 January 2006, except for the adoption of the following new and revised FRS issued by MASB that are effective for financial statements commencing 1 January 2006:  
FRS 2
Share-based Payment

FRS 3

Business Combinations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 132
Financial Instruments:  Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 140 
Investment Property

The adoption of the above new FRS does not have any significant financial impact on the results of the Group except for the principal effects of the changes in accounting policies resulting from the adoption of FRS 2, FRS 101 and FRS 133 as disclosed below.
(a) FRS 2 Share-based payment

This FRS requires an entity to recognise share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instruments of the entity. 
Prior to 1 January 2006, no compensation expense was recognised in profit and loss for the share options granted to employees. With the adoption of FRS 2, the compensation expense relating to share options is recognised in profit or loss share over the vesting period of the grants with a corresponding increase in equity. 
The Company operates an equity-settled, share-based compensation plan for eligible employees of the Group, the Employee Share Option Scheme (“ESOS”), which became effective on 10 June 2003. However in order to facilitate the reorganisation of the Group which was announced in the previous financial year, the Company has obtained consent from all the options holders that on the date on which the composite scheme for the reorganisation becomes effective, the ESOS of the Company shall be terminated and replaced with a new scheme. As at the date of this announcement, the ESOS of the Company has been deemed terminated and the new scheme is pending implementation.
(b)
FRS 101:  Presentation of Financial Statements
The adoption of the revised FRS 101 requires new presentation of financial statements.  In the consolidated income statement, share of profit of associated companies is presented net of tax. The current quarter’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

(c)
FRS 133:  Earnings per share
The adoption of FRS 133 requires ordinary shares that will be issued upon the conversion of a mandatorily convertible instrument are included in the calculation of basic earnings per share from the date the contract is entered into. The current quarter’s presentation of the Group’s basic earnings per share is based on the requirements of FRS 133, with the comparatives restated to conform with the current period’s presentation.

A2. Audit report of the preceding annual financial statements

The audit report of the Group’s financial statements for the year ended 31 January 2006 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 current financial quarter ended 30 April 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

On 18 April 2006, the Company sold all its 1,500 of its ordinary shares held as treasury shares. 
There were no issuance, cancellation, repurchase and repayment of debt and equity securities during the current quarter ended 30 April 2006.
A7.
Dividend paid

During the current quarter, the Company has declared and paid an interim of 1% less tax of 28% in respect of financial year ending 31 January 2007, amounting to RM5,612,384.
A8.
Segmental reporting 

The segmental reporting for the financial period ended 30 April 2006 is as follows:-

	
	Financial services
	Investment holding
	Others
	Eliminations
	Total

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

	
	
	
	
	
	

	Segment revenue
	20,302
	8,516
	-
	(8,333)
	20,485

	
	
	
	
	
	

	Segment results
	6,765
	7,586
	55
	(8,333)
	6,073

	Share on profit of associated companies
	
	
	
	
	5,911

	Impairment loss on investments
	
	
	
	
	(5,968)

	Gain on disposal of investments
	
	
	
	
	9,311

	Finance costs
	
	
	
	
	(54)

	Profit before tax
	
	
	
	
	15,273

	Taxation
	
	
	
	
	(609)

	Profit after tax 
	
	
	
	
	14,664


A9.
Valuation of property, plant and equipment

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

A10.
Material subsequent events

There were no material subsequent events which have arisen between 30 April 2006 and the date of this announcement. 

A11.
Effect of changes in the composition of the Group

On 24th March, 2006, the Company entered into a sale and purchase agreement with Tenda Harta Sdn Bhd (“THSB”) to dispose of its entire equity interests in DCA (M) Pemaju Corp. Sdn Bhd (“DCA”) and Flyingvest Sdn Bhd (“Flyingvest”), together with their respective subsidiary and associated companies (“Property Group”) to THSB for an aggregate cash consideration of RM1.00 (“Purchase Price”).  In addition to the Purchase Price, THSB shall also assume and take over the debts and advances due and owing by the Company to the Property Group amounting to RM81.934 million. The disposal was completed on the same day. Consequently, the Property Group comprising of the following companies ceased to be subsidiaries of the Company:
1. Flyingvest Sdn Bhd

2. DCA (M) Permaju Corp. Sdn Bhd

3. AAB Avenue I Sdn Bhd

4. AAB Avenue II Sdn Bhd

5. AAB Damansara Sd Bhd

6. Affinity Land Sdn Bhd

7. Affluent Acres Sdn Bhd

8. Gombak Equipment Sdn Bhd

9. Gain Synergy Sdn Bhd

10. PLB Property Management Sdn Bhd 

The disposal did not have any significant effect on the earnings and net assets position of the Group.
There were no other changes in the composition of the Group during the current quarter ended 30 April 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 2006.
B.
Explanatory Notes pursuant to Bursa Securities Listing Requirement Part A, Appendix 9B

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

The Group’s revenue for the first quarter ended 30 April 2006 was RM20.49 million, a marginal increase of 1.6% as compared to the revenue for the preceding year’s corresponding quarter. 
The Group recorded a profit after tax of RM14.66 million for the first quarter ended 30 April 2006, an increase of 17% as compared to RM12.55 million recorded for the preceding year corresponding quarter. The increase was mainly due to higher interest income as well as gain from the disposal of the Group’s quoted investments.

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

	
	Current Quarter

30 April 2006
RM’000
	Preceding Quarter

31 January 2006
RM’000
(restated)
	Variance

RM’000

	Profit before tax
	15,273
	8,721
	6,552

	Taxation
	(609)
	171
	(780)

	Profit after tax
	14,664
	8,892
	5,772


The significant increase in profit after tax was in respect to higher gain from disposal of the Group’s quoted investment during the current quarter. 
B3.
Prospects for the current financial year

The Company expects to complete its reorganisation and the proposed merger with ECM Libra Berhad by the second quarter of the current financial year. Upon completion of the reorganisation, the Company 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 the Company.

Henceforth, the Company will remain as a dormant company.
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. 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

There were no sale of unquoted investments and/or properties other than in the ordinary course of business.    

B7.
Quoted securities and unit trusts 

(a)
There were no purchase or disposal of quoted securities during the current quarter other than by the stockbroking subsidiary of the Company which has been exempted from disclosure.

(b) The total investments in quoted securities of the Group as at 30 April 2006, other than those held by the stockbroking subsidiary of the Company 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
	195
	337,107

	
	
	
	
	

	At carrying value / book value 
	314,125
	40,961
	99
	355,185

	
	
	
	
	

	At market value
	353,453
	43,042
	107
	396,602

	
	
	
	
	


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 reorganisation, which entails the following:
(i) Incorporation of Newco to facilitate the reorganisation. On 24 October 2005, Avenue International Capital Berhad (“AICB”) was incorporated as the new holding company;
(ii) Exchange of all the Company’s Shares, Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) and warrants with new AICB shares pursuant to a scheme of arrangement of the Company under Section 176 of the Act (“Exchange”);

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

(iv) 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 (“PSH Distribution”) and the cancellation of goodwill arising from the Exchange via a reduction of share capital of AICB under Section 64 of the Act (“Cancellation”);

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

(vi) Transfer of the listing status of the Company to AICB, such that the Company will be delisted and AICB will assume the listing status of the Company on the Main Board of Bursa Securities.

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

The reorganisation was approved by the Securities Commission on 29 September 2005 and all the stockholders of the Company on 1 December 2005. It is currently in the process of implementation. 


(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 proposal is currently being implemented.
B9.
Group borrowings


There was an unsecured interbank borrowings of RM30 million as at 30 April 2006 which carried interest at 3.65% per annum.
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 is no pending material litigation that would materially and adversely affect the Group’s financial position. 
B12.
Dividend payable
Other than the interim of 1% less tax of 28% in respect of financial year ending 31 January 2007 that has been declared and paid, the directors have not recommend the payment of any other dividend during the quarter. 
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 that would have been in issue during the quarter / year-to-date had all the ICULS of the Company been converted at the beginning of the period.

	
	First Quarter
	
	Cumulative 3 months

	
	30 April 2006
	30 April 2005
	
	30 April 2006
	30 April 2005

	
	
	
	
	
	

	Net profit after tax  (RM'000)
	14,664
	12,553
	
	14,664
	12,553

	
	
	
	
	
	

	Weighted average number of shares in issue ('000)
	779,494
	775,012
	
	779,494
	775,012

	Adjustment for conversion of ICULS 


	52,222


	52,224


	
	52,222


	52,224



	
	831,716
	837,236
	
	831,716
	837,236

	
	
	
	
	
	

	Basic earnings per share (sen)
	1.76
	1.52
	
	1.76
	1.52

	
	
	
	
	
	


(b) Diluted earnings per share


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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