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AUTOINDUSTRIES VENTURES BERHAD (Company No. 108253-W)
QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 30 SEPTEMBER 2003


Notes to the Interim Financial Report

A1.
Accounting Policies and Methods of Computation

The interim financial report of the Group is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting and Chapter 9, Part K of the Listing Requirements of Kuala Lumpur Stock Exchange. 

The quarterly financial report should be read in conjunction with the annual audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation used in the preparation of the quarterly financial report are consistent with those adopted in the audited financial statements for the financial year ended 31 December 2002.

A2.
Audit report 

The preceding financial statements of the Group for the year ended 31 December 2002 were reported on without any qualification.

A3.
Seasonal or cyclical factors

There were no material seasonal or cyclical factors affecting the income and performance of the Group for the financial period ended 30 September 2003.

A4.
Unusual items affecting assets, liabilities, equity, net income or cash flows
There were no unusual items affecting the Group for the financial period ended 30 September 2003.

A5.
Changes in estimates 

There were no changes in estimates for the financial period ended 30 September 2003.

A6.
Issuances, cancellations, repurchases, resale and repayments of debts and equity securities

There were no issuances, cancellations, repurchases, resale and repayments of debts and equity securities for the financial period ended 30 September 2003. 

A7.
Dividend paid

No dividend is recommended and paid for the financial period ended 30 September 2003.

A8.
Segmental Reporting 

The financial information by industry segments is not presented as the Group’s activities are principally in the manufacturing and supplying of automotive and related components.

A9.
Valuation of property, plant and equipment 

The Group does not state any assets based on valuation of its property, plant and equipment.

A10.
Material events subsequent to the end of the interim period

There have been no material events subsequent to the end of the financial period ended 30 September 2003 that has not been reflected in the financial statement for the current quarter. 

A11.
Changes in the Composition of the Group

There are no changes in the composition of the Group for the current quarter under review and financial year-to-date including business combination, acquisition or disposal of subsidiaries and long term investments, restructuring and discontinuation of operations. 
A12.
Contingent Liabilities - unsecured 

On 14 June 2002, the company received a claim for approximately A$750,000 from a third party (“claimant”) who claims that the National Australia Bank had assigned certain debts owed by Preslite Australia Pty. Ltd. (“Preslite”, a deconsolidated subsidiary in Australia since financial year ended 31 December 2000) and the corporate guarantee by the Company to the claimant. However, the claimant had on 4 August 2003 revised downward the claim sum to A$300,000. The details are disclosed in the Note B11(iv) on this announcement. The company’s legal counsel is of the view that the Company will be able to defend any proceedings that may be brought on arising from the claim.
A13.
Capital commitment 

Plant and machinery - Approved but not contracted for 




RM170,565
ADDITIONAL INFORMATION REQUIRED BY KLSE LISTING REQUIREMENT

B1.
Review of performance

The Group achieved a turnover of RM27.15 million for the current financial quarter ended 30 September 2003 which represents a decrease of RM11.61 million or 30% as compared to the corresponding financial quarter. The decrease is mainly due to decrease in demand from the customer, mainly Perusahaan Otomobil Nasional Berhad.

The Group recorded a loss before taxation and minority interest of RM1.21 million for the current financial quarter ended 30 September 2003 as compared to profit before taxation and minority interest of RM2.26 million in the corresponding financial quarter ended 30 September 2002 which result from decrease of turnover activities of the Group as mentioned above due to one of the Group’s major customers weakening demand.

B2.
Comparison with preceding quarter’s results

As compared to the preceding quarter, there is no significant fluctuation in term of turnover and operating results other than the reversal of taxation charged amounting to RM361,000 in one of a subsidiary company. 

B3.
Prospects  

The domestic automotive industry has shown weakening demand since the second quarter of current financial year and is expected to remain soft for the rest of the year. The performance of the group this year is expected to be lower compared to last year.

B4.
Taxation

The taxation for the current quarter and financial year-to-date is as follows:


Current quarter
Financial Year-to-date


30.09.2003
30.09.2003


RM’000
RM’000





Tax expenses



 - current period (provision)/reversal
180
(342)

 - under provision in previous year
              -
                 ( 3)

Deferred tax reversal
160
 300






340
   (45)

The effective tax rate of the Group is higher than the standard tax rate of 28% due to losses of certain subsidiaries companies cannot be set off against profit made by other subsidiary companies in the Group.

B5.
Variance of actual profit from forecast profit

Not applicable as no profit forecast was published.

B6.
Sale of unquoted investment/properties 

There were no sales of unquoted investment/properties for the current quarter under review and financial year-to-date.
B7.
Purchase or disposal of quoted securities

There were no purchases or disposal of quoted securities for the current quarter under review and financial year-to-date.

B8.
Corporate proposal 

Save for the Proposed shareholders’ ratification and mandate for recurrent related party transactions of revenue or trading nature announced on 30 May 2003, there is no corporate proposals that was announced but not completed, within 7 days from the date of issue of this quarterly report.

B9.
Group borrowings

Total Group borrowings as at 30 September 2003 are as follows:-



Secured
Unsecured
Total


RM’000
RM’000
RM’000

30 September 2003 (unaudited)









Short term borrowings
4,063
-  
4,063






Long term borrowings
15,131
-
15,131







19,194
 -
19,194






31 December 2002 (audited)









Short term borrowings
3,889
-
3,889






Long term borrowings
18,255
-
18,255







22,144
-
22,144

         All the borrowings are denominated in Ringgit Malaysia.

B10.
Off balance sheet financial instruments

During the financial period, the Group did not enter into any contracts involving off-balance sheet financial instruments.

B11.
Material litigation

There is no material litigation as at the date of this announcement except for the following:

(i)
Dazzling Ventures Sdn Bhd ("Dazzling") and AIV had entered into a distribution agreement dated 10 March 2001.  The agreement was terminated by AIV on 16 May 2002 because Dazzling failed to settle the substantial sum of money due to AIV.  Subsequently, on 4 June 2002 Dazzling commenced an action against AIV vide Suit No. MT2-22-389-2002.  Dazzling claimed for a mandatory injunction compelling AIV to comply with the terms and conditions of the distribution agreement.   Dazzling also claimed for general damages of RM771,778.60, general damages, damages for loss of earnings from April 2002 to 10 March 2004, interest of 4% on the general damages of RM771,778.60 from the date of filing of summons to the date of judgment, interest of 8% on the general damages of RM771,778.60 from the date of judgment to the date of full settlement, costs and other relief which the court deems fit and proper. AIV had on 4 September 2002 filed an appearance and on 4 October 2002 filed a statement of defence together with a counterclaim of RM3,481,150.50 against Dazzling for goods sold and delivered. Subsequently, AIV had on 23 July 2003 filed a reply affidavit on the mandatory injunction applied by Dazzling. The Court fixed 21 January 2004 to hear the Plaintiff’s application for mandatory injunction. Meanwhile AIV filed for summary judgment in respect of a sum of RM549,831.00 which Dazzling has admitted owing. This application for summary judgment has been fixed for hearing on 29 January 2004. Currently this matter has not been fixed for trial. The solicitors acting for AIV are of the view that AIV has a very good defence to defeat Dazzling’s claim for mandatory injunction, has a good chance on disputing the claim as a whole and further has a good chance to succeed in their counterclaim. 
(ii) Omniace Engineering Sdn Bhd (“OESB”) had on 6 June 2002 issued letters of demand to AIV and several of its subsidiaries namely, Autoventure Network Sdn Bhd, Noble Decree Sdn Bhd, Autoventure Coat Sdn Bhd, Autoventure Electronics Sdn Bhd (“AESB”), Bryte Dy Sdn Bhd (“Bryte-DY”), HKR Manufacturing Sdn Bhd (“HKR”), Direct Past Sdn Bhd (“DPSB”) and Autoventure Corporation Sdn Bhd (“AUTOCORP”) (collectively the “Affected Subsidiaries”) claiming the sum totaling RM1,479,193.00 for goods sold and delivered.  The solicitors acting for AIV and the Affected Subsidiaries had on 3 September 2002 replied the said letters of demand, denying liability and requested for detailed breakdowns and supporting documents.  Subsequently, solicitors for AIV had on 5 September 2002 issued letters of demand on behalf of AIV, HKR, DPSB and issued notices pursuant to section 218 of the Companies Act 1965 on behalf of AUTOCORP, Automako Sdn Bhd (“AUTOMAKO”), and Autokorsia Sdn Bhd (“AUTOKORSIA”), against OESB totaling RM1,350,041.43 for monies advanced to and/or expenses incurred on behalf of OESB as well as monies due from OESB for factory and office rentals and management fees.  So far no response has been received from OESB on the letters of demand issued on behalf of AIV, HKR and DPSB.  OESB has however disputed the amounts claimed under section 218 notices and instead state that a sum of RM644,640.20, RM233,575.51 and RM97,585.10 are due from AUTOCORP, AUTOMAKO and AUTOKORSIA, for which no details were supplied.  Vide various letters dated 21 October 2002, OESB’s solicitors replied to the letters dated 3 September 2002 (except for the letter issued on behalf of AUTOCORP) by enclosing various statement of accounts alleging that a much higher sum totaling RM1,995,226.00 are collectively due from AIV and the Affected Subsidiaries.  The solicitors for AIV and the Affected Subsidiaries had on 23 December 2002 replied the said letters, denying liability and again requested supporting documents.  So far no response has been received from OESB.  Again OESB’s solicitors issued letters of demand dated 6 June 2003 to AUTOMAKO and AUTOCORP for the amount of RM233,575.51 and RM644,640.20 respectively.  With the above two letters of demand from OESB’s solicitors, the revised amount claimed by OESB against AIV and the Affected Subsidiaries has increased to RM2,326,387.00.  The alleged increase in the amount claimed by OESB (which is disputed) may have been due to omissions of certain payment transactions by AIV and the Affected Subsidiaries.  The solicitors acting for AUTOMAKO and AUTOCORP had on 27 June 2003 and 21 August 2003 replied the said letters of demand, denying liability and requested for detailed breakdowns and supporting documents. In respect of the Section 218 Notice issued pursuant to the Companies Act 1965 on behalf of AUTOKORSIA against OESB referred to above, AUTOKORSIA filed a Petition in the High Court of Kuala Lumpur vide Petition no D5-28-1020-2002 for an Order, inter-alia, to wind-up OESB and the same is being challenged by OESB. Further to the directions of the Learned High Court Judge, written submissions have been filed. On 19 November 2003, the High Court dismissed Autokorsia petition to wind-up OESB with cost, which cost may be agreed between the parties or be determined by the Court. Solicitors acting for AIV and the Affected Subsidiaries are of the opinion that AIV and the Affected Subsidiaries may have a basis to dispute the claims made by OESB.

(iii) OESB had on 30 July 2002, through their solicitors issued and served a winding up notice pursuant to Section 218 of the Companies Act 1965 against Diasia Ventures Sdn Bhd ("DVSB") to claim for the amount of RM461,519.00 for goods sold and delivered. The solicitors for DVSB had on 13 August 2002 filed an application for an interlocutory injunction to refrain OESB from instituting any winding-up actions against DVSB and had obtained an interim injunction on 19 August 2002 until the application for the interlocutory injunction is disposed off.   The solicitors for DVSB had on 13 August 2002 filed a legal suit in Shah Alam High Court vide suit no. MT4-22-600-2002 against OESB claiming the amount of RM758,992.00 comprises of refunds of RM500,000.00 which was overpaid by DVSB to OESB and refunds of 30% as deposit paid to OESB amounting to RM111,573.00 for the purchase of goods together with interest of RM147,419.00. On 8 September 2003 after hearing arguments from both counsels, the Honorable Court fixed 21 October 2003 to deliver judgment. On 21 October 2003 the Honorable Court allowed Diasia’s application for interlocutory injunction subject to Diasia fortifying the damages by providing guarantee for the sum of RM461,519.00 within 30 days. Currently DVSB has filed for case management but however this matter is yet to be set for trial. The solicitors acting for DVSB are of the view that DVSB has a fair chance of being able to claim the sum of RM758,992.00 and to set off the sum against any sum of monies that DVSB may be lawfully owing to OESB.

(iv) On 14 June 2002, a letter of demand was served on the Company via facsimile transmission by a firm of solicitors, Messrs. Browne & Co (“Browne”), in Australia representing Mr. Kenneth Stout and demanded the sum of A$750,000 pursuant to two alleged Deeds of Assignment dated 9 February 2001 by National Australia Bank (“NAB”) in favour of Mr. Kenneth Stout.  The Company through its solicitors had on 2 August 2002 issued a letter to Browne to dispute the validity of the claim and deny the amount owed.  AIV’s solicitors again on 11 February 2003 wrote to Browne disputing the claim.  AIV’s solicitors received a letter dated 4 August 2003 from Browne replying to AIV’s solicitors and incorporating a demand for a reduced sum. The letter stated that Mr. Kenneth Stout has filed a statement of claim (amended) dated 25 October 2002 against the liquidator of Preslite Australia Pty Ltd (“Preslite”, a deconsolidated subsidiary in Australia since financial year ended 31 December 2000) for the amount of A$306,653.31.  Browne informed that AIV is also liable to payment of these amounts as guarantor pursuant to the relevant guarantee and indemnity.  Browne through its said letter demanded payment of A$300,000 within twenty-one (21) days from the date of the said letter.  The said letter further stated that in the event AIV fails to make the payment within the said period, Mr. Kenneth Stout will commence proceedings against AIV without further notice to AIV or its solicitors. The solicitors acting for AIV had on 23 August 2003 wrote to Browne disputing the alleged claim and maintained that AIV was not indebted to Mr. Kenneth Stout at all. On 10 October 2003, Browne replied to the solicitors for AIV reiterating the alleged claim and stated that Mr. Kenneth Stout would proceed to take action without further notice to AIV or their solicitors. On 23 October 2003, the solicitors for AIV replied to Browne giving particulars based on AIV records and which, to the best knowledge of AIV, showed that the alleged claim was misconceived.  The solicitors for AIV have received a reply from Browne dated 14 November 2003 purporting to explain again how the alleged debt remains outstanding. The solicitors for AIV are of the view that the facts as expressed by Browne appear to show that Mr Kenneth Stout has chosen to make a claim against AIV despite there being security sufficient to satisfy the alleged debts. A reply will be issued to that effect to Browne by the solicitors for AIV shortly. Based on documents and information made available to the Board of Directors of AIV and on the advice of the solicitors acting for AIV, the Company has good grounds to dispute the claim.  
B12.
Earnings per share

a) Basic earnings per share – The basic earnings per ordinary share for the current quarter and financial year-to-date have been calculated on the Group’s loss after taxation and minority interest of RM621,000 and RM1,881,000 respectively based on the weighted average number of ordinary shares of the Company in issue during the current financial year-to-date of 40,000,000 shares (2002 : 25,000,000).

b) Fully diluted earnings per share – This note is not applicable.

On behalf of the Board 

AUTOINDUSTRIES VENTURES BERHAD (108253-W)

…………………………………………………..

DATUK HAJI SARIP BIN HAMID

Chairman

c.c.   Securities Commission

10

