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AV VENTURES CORPORATION BERHAD (108253-W)

(Incorporated in Malaysia)


PART A – DISCLOSURE NOTES AS REQUIRED UNDER FRS 134

1. 
Basis of Preparation
The interim financial statements have been prepared under the historical cost convention.

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.


The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2005.
2.   
Changes in Accounting Policies


The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 2 Share-based Payment


FRS 3 Business Combinations


FRS 5 Non-current Assets Held for Sale and Discontinued Operations


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 131 Interests in Joint Ventures


FRS 132 Financial Instruments: Disclosure and Presentation


FRS 133 Earnings Per Share


FRS 136 Impairment of Assets


FRS 138 Intangible Assets


FRS 140 Investment Property


The adoption of FRS 5, 102, 108, 110, 116, 121, 128, 131, 132, 133 and 140 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

(a) 
FRS 2: Share-based Payment


In prior years, no amounts were recognised when employees were granted share options over shares in the Company. If the employee chose to exercise the options, the nominal amount of share capital and share premium were credited only to the extent of the option’s exercise price receivable.

With effect from 1 January 2006, in order to comply with FRS2, the Group recognises the fair value of such share options as an expense in the income statement, or an asset, if the cost qualifies for recognition as an asset under the Group’s accounting policies. A corresponding increase is recognised in a capital reserve within equity.


Where the employees are required to meet vesting conditions before they become entitled to the options, the Group recognises the fair value of the options granted over the vesting period. Otherwise, the Group recognises the fair value in the period in which the options are granted.


If an employee chooses to exercise the options, the related capital reserve is transferred to share capital and share premium, together with the exercise price. If the options lapse unexercised, the related capital reserve is transferred directly to retained earnings.


The new accounting policy has been applied retrospectively. However, there is no restatement in comparatives as the Group has taken advantage of the transitional provisions set out in paragraph 53 of FRS 2 under which the new recognition and measurement policies have not been applied to the following grant of options:
i) all options granted on or before 31 December 2004; and

ii) all options granted after 31 December 2004 but which had vested before 1 January 2006.

No adjustments to the opening balances as at 1 January 2005 are required as no options were unvested at 1 January 2006.
(b)
FRS3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible   Assets


The adoption of FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

The adoption of these new FRSs have resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognised in profit or loss and subsequent reversal is not allowed. Prior to 1 January 2006, goodwill was amortised on a straight-line basis over its estimated useful life of 10 years. This change in accounting policy has been accounted for prospectively for business combinations where the agreement date is on or after 1 January 2006. 

The transitional provisions of FRS 3, however, have required the Group to offset the carrying amount of the accumulated amortisation at 1 January 2006 against the cost of goodwill. The carrying amount of goodwill after offsetting accumulated amortisation and accumulated impairment losses as at 1 January 2006 of RM313,622 ceased to be amortised. With the adoption of these new FRSs, impairment loss on goodwill of RM69,076 has been recognised in the financial statements for the period ended 30 September 2006.

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit or loss. 

(c) 
FRS 101: Presentation of Financial Statements


The adoption of the revised FRS 101 has affected the presentation of minority interest and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.


The current period’s presentation of the Group’s financial statements is based on the revise requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation.
3.

Comparatives



There has been no restatement in comparatives as the new/revised FRS adopted does not have significant financial impact on the Group.
4.

Auditors’ Report on Preceding Annual Financial Statements


The auditors have expressed an unqualified opinion on the Company’s statutory financial statements for the year ended 31 December 2005 in their report dated 25 April 2006.
5.

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. 

6.   
Comment about 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 2006.
7.

Unusual items due to their nature, Size or Incidence

There were no unusual items affecting the assets, liabilities, equity, net income, or cash flows during the financial period ended 30 September 2006.

8.

Changes in estimates 


There were no changes in estimates that have had material effect in the current quarter and financial period to date.
9.

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 2006. 
10.

Dividend paid


There was no dividend paid for the financial period ended 30 September 2006.

11.

Property, plant and equipment 


Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.
12. 

Changes in the Composition of the Group


There were no changes in the composition of the Group during the current quarter.
13.

Contingent Liabilities - unsecured 


There were no changes in contingent liabilities since the last annual balance sheet as at 31 December 2005.
14.

Capital commitment 

 
There is no capital commitment for the financial period ended 30 September 2006.
15.

Subsequent events


There were no material events subsequent to the balance sheet date to be disclosed in the financial statement for the financial period ended 30 September 2006.
PART B - ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENT

16.
Review of performance


The Group achieved a turnover of RM31.533 million for the current financial period ended 30 September 2006 which represents a decrease of RM 2.258 million or 6.7 % as compared to the corresponding financial period. 


The Group recorded a profit before taxation and minority interest of RM594,000 for the current financial period ended 30 September 2006 as compared to profit before taxation and minority interest of RM1.274 million in the corresponding financial period ended 30 September 2005. 

17.
Comparison with preceding quarter’s results

The Group turnover decreased by RM2.391 million or 22.03 % compared to preceding quarter. The profit before taxation and minority interest of RM132,000 is higher as compared to profit before taxation and minority interest of RM116,000 in the preceding quarter due to lower operating expenses for the current quarter. 
18.
Prospects  

The Malaysian Automobile Association (MAA) has revised its earlier forecast for 2006 of 3% growth or 565,000 units, to a 6% reduction or 520,000 units based on the total industry volume of 551,045 units in 2005.
The automotive sale has yet to show any sign of stabilizing towards the year end, as expected earlier by the MAA. The group expects the sales for the last quarter to be lower due to the weak used car market, rising interest rate, stringent financing terms and cautious consumer sentiment.
However the automotive sales is expected to improve in 2007 as the economic conditions improves as crude oil price stabilized at about USD65-70 per barrel, inflation has been successfully capped at 3.7%, 2006 GDP growth is expected to reach 5.8% and with the Ringgit continuing to strengthen against the USD. 
19.
Variance of actual profit from forecast profit

Not applicable as no profit forecast was published.

20.
Sale of unquoted investment and properties 

There were no sale of unquoted investment and properties for the current financial quarter under review.
21.    Purchase or disposal of quoted securities

There were no purchases or disposal of quoted securities for the current quarter under review.
22.
Taxation

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

	
	Current quarter
	Financial period-to-date

	
	30.09.2006
	30.09.2006

	
	RM’000
	RM’000

	Tax expenses
	
	

	 - current period provision
	85
	434


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.
23.
Corporate proposal 

There were no corporate proposals announced.
24.   Group borrowings (secured)
Total Group borrowings as at 30 September 2006, in Ringgit Malaysia (“RM”) are as follows:-

	
	RM’000

	30 September 2006 (unaudited)
	

	Short term borrowings
	4,499

	
	

	Long term borrowings
	6,073

	
	

	
	10,572

	
	

	31 December 2005 (audited)
	

	Short term borrowings
	4,815

	
	

	Long term borrowings
	7,010

	
	

	
	11,825


25.
Off balance sheet financial instruments

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

26.
Material litigation

Further to the disclosure in the previous quarter’s report on material litigation, there are no changes in material litigation as at 30 September 2006.

27.
Earnings / (loss) per share
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current

Year

Quarter

30/09/2006
’000

	Preceding

Year

Quarter

30/09/2005
’000

	
	Current

Year

To Date

30/09/2006
’000

	Preceding

Year

To Date

30/09/2005
’000


	a) Basic
	
	
	
	

	
	Net profit / (loss)
  attributable to

  shareholders (RM)
	13
	(67)
	
	24
	201

	
	Weighted average

  number of shares

  outstanding
	43,084
	43,084

	
	43,084
	43,084

	
	Basic earnings / (loss) per share (sen)
	0.03
	(0.16)
	
	0.06
	0.47

	
	
	
	
	
	

	b) Diluted
	
	
	
	

	
	Net profit / (loss)
  attributable to

  shareholders (RM)
	13
	(67)
	
	24
	201

	
	Weighted average

  number of shares

  for basic earnings

  per share
	43,084
	43,084
	
	43,084
	43,084

	
	Effect of unexercised share options*
	-
	-
	
	-
	-

	
	Number of shares that

  would have been

  issued at fair value
	N/A
	N/A

	
	N/A
	N/A

	
	Diluted earnings per share (sen)
	N/A
	N/A
	
	N/A
	N/A

	
	
	
	
	
	


* Fully diluted earnings per share – The effect on the basic earnings per share arising from the assumed exercise of ESOS is anti-dilutive. Accordingly, dilutive earnings per share was not presented.

