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AV VENTURES CORPORATION BERHAD (108253-W)

(Incorporated in Malaysia)
QUARTERLY REPORT – THIRD QUARTER ENDED 30 SEPTEMBER 2007

PART A – DISCLOSURE NOTES AS REQUIRED UNDER FRS 1342004
1. 
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 1342004: 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 2006. 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.
2. Changes in accounting policies

The interim financial statements have been prepared in accordance with the accounting policies adopted in the financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standards (FRS) effective for financial period beginning 1 January 2007:

FRS 117 
       Leases

FRS 124          Related Party Disclosures

FRS 1192004   Employee Benefits, Actuarial Gain and Losses, Group Plans and Disclosures


FRS 6 (Exploration for the Evaluation of Mineral Resources) is not applicable to the Group.

The adoption of FRS 117, 124 and 1192004 does not have significant financial impact to the Group. The principal effects of the change in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

2.1 Leasehold land held for own use (FRS117, Leases)

Prior to 1 January 2007, the leasehold interest in land held for own use classified as property, plant and equipment, were stated at revalued amounts less accumulated depreciation and accumulated impairment losses. Surpluses arising from revaluation are dealt with in the revaluation reserve account. Any deficit arising is offset against the revaluation reserve to the extent of a previous increase for the same property. In all other cases, a decrease in carrying amount is charged to the income statement. 

The leasehold interest in the land held for own use is accounted for under an operating lease. Such leasehold land will no longer be revalued. Where the leasehold land had been previously revalued, the Group retained the unamortized revalued amount as the surrogate carrying amount of prepaid lease payments as allowed by FRS 117.67A. Such prepaid lease payments are amortised on a straight line basis over the remaining lease term of the land.

3.

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 2006 in their report dated 25 April 2007.
4.

Segmental Reporting 


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

5.   
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 2007.

6.

Unusual items due to their nature, Size or Incidence
(a) During the current quarter and period to date, the Group reversed a provision for bad debts of RM 560,000 made in prior years as the amount have been fully recovered in the current quarter.

(b) During the current quarter, the Group made a provision of RM 349,000 for impairment of stock arising from stock verification exercise. 
(c) On 31 October 2007, Extraordinary General Meeting (“EGM”) was conducted and resolution have been approved in relation to:
i) Disposal of freehold land and building by Autoventure Corporations Sdn Bhd, a wholly owned subsidiary of the Company for a cash consideration of RM5.025 million, and

ii) Termination of the existing Employees’ Share Option Scheme (“ESOS”) of the Company effective 31 December 2007.  

Save as disclosed above, there were no other unusual items affecting the assets, liabilities, equity, net income, or cash flows due to their nature, size or incidence for the financial period ended              30 September 2007.

7.

Changes in estimates 


There were no changes in estimates that have had material effect in the current quarter and financial period-to-date results.
8.

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 2007, except as follow:-

· Equity settled share-based transactions

During the current quarter, the issued and paid-up share capital of the Company increased from 47,648,400 ordinary shares of RM1.00 each to 48,173,400 ordinary shares of RM1.00 each by the issuance of 525,000 new ordinary shares of RM1.00 each at the subscription price RM1.02 per new share, as applicable, pursuant to the Employees’ Share Option Scheme (“ESOS”) of the Company.   
9.

Dividend paid


There was no dividend paid for the financial period ended 30 September 2007.

10.

Property, plant and equipment 

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


The Group did not revalue any of its property, plant and equipment.

11. 

Changes in the Composition of the Group


There were no changes in the composition of the Group during the current quarter and financial year-to-date except for the following:-
· On 4th June 2007, the Company completed the acquisition of an additional 10% equity interest in subsidiary, Autoventure Coat Sdn Bhd, comprising 80,008 ordinary shares of RM1.00 each for a consideration of RM100,000.

· On 18th July 2007, the Company completed the acquisition of an additional 7.8% equity interest in subsidiary, Automako Sdn Bhd, comprising 81,667 ordinary shares of RM1.00 each for a consideration of RM 89,817.

· On 18th July 2007, a wholly-owned subsidiary completed the acquisition of 10% equity interest in subsidiary, Aventur Door System Sdn Bhd, comprising 185,000 ordinary shares of RM1.00 each for a consideration of RM 1.00.

· On 19th September 2007, the Company entered into the Sale & Purchase Agreement with AIC Inspirasi Sdn Bhd to acquire 100% equity interest in Brimal Holdings Sdn Bhd (“BHSB”) and Autovisor Plastics Sdn Bhd (“APSB”) for an aggregate purchase consideration of     RM 12,291,684 satisfied via issuance of 9,833,347 new ordinary shares at RM 1.00 each.
12.

Contingent Liabilities - unsecured 


There were no changes in contingent liabilities since the last annual balance sheet as at 31 December 2006.
13.

Capital commitment 

 
There is no capital commitment for the financial period ended 30 September 2007.
14.

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 2007, except for the following:-
· On 14th November 2007, the Company entered into an agreement to sell its freehold land and building for a cash consideration of RM 4.25 million. 
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15.
Review of performance


The Group recorded a turnover of RM26.82 million for the nine months of the financial year under review, which represents a decrease of RM4.715 million as compared to the corresponding financial period. 


The Group recorded a profit before taxation and minority interest of RM768,000 for the nine months of the financial year as compared to profit before taxation and minority interest of RM594,000 in the corresponding financial period ended 30 September 2006. 

16.
Comparison with preceding quarter’s results

The Group recorded a lower turnover by RM496,000 or 4.93% as compared to the preceding quarter. However, the Group achieved higher profit before taxation and minority interest of RM569,000 as compared to profit  before taxation and minority interest of RM563,000 in the preceding quarter. 

17.
Prospects  

Vehicle sales have turnaround to show a consistent rising trend in the past 4 months up to September 2007. The Malaysian Automotive Association (MAA) attributed this to a higher disposal income of civil servants who received salary increase in May, new model introductions and market acceptance of used-car values.

However, the total industry volume year-to-date September, which stood at a total of 358,234 new vehicles, was still 6.3% lower compared with sales in the corresponding period of last year, due to the reduction of 12% during the first-half of the year. Moreover, October is expected to be slower largely due to the lesser working days as the country celebrated the Hari Raya holidays. 

In view of the above developments in the local automotive industry, the Group expects to maintain its earnings at the present level.

18.
Variance of actual profit from forecast profit

Not applicable as no profit forecast was published.

19.
Sale of unquoted investment and properties 

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

There were no purchases or disposal of quoted securities for the current quarter under review.
21.
Taxation

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

	
	Current quarter
	Financial year-to-date

	
	30.09.2007
	30.09.2007

	
	RM’000
	RM’000

	Tax expenses
	
	

	 - current period provision
	239
	463


The effective tax rate of the Group is higher than the standard tax rate of 27% due to losses of certain subsidiaries companies cannot be set off against profit made by other subsidiary companies in the Group.

22.
Corporate proposal 

There were no corporate proposals announced.
23.   Group borrowings (secured)
Total Group borrowings as at 30 September 2007, in Ringgit Malaysia (“RM”) are as follows:-

	
	30 September 2007
	31 December 2006

	
	(unaudited)
	(audited)

	
	RM’000
	RM’000

	
	
	

	Short term borrowings
	3,685
	2,827

	
	
	

	Long term borrowings
	5,009
	6,335

	
	
	

	
	8,694
	9,162

	
	
	


24.
Off balance sheet financial instruments

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

25.
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 2007.

26.
Earnings per share
	
	Individual Quarter
	
	Cumulative Quarter

	
	Current

Year

Quarter

30/09/2007
’000
	Preceding

Year

Quarter

30/09/2006
’000
	
	Current

Year

To Date

30/09/2007
’000
	Preceding

Year

To Date

30/09/2006
’000

	a) Basic
	
	
	
	

	
	Net / profit attributable to

shareholders (RM)
	55
	13
	
	154
	24

	
	Weighted average number of shares outstanding
	47,800
	43,084
	
	45,538
	43,084

	
	Basic earnings per share (sen)
	0.12
	0.03
	
	0.34
	0.06

	
	
	
	
	
	

	b) Diluted
	
	
	
	

	
	Net / profit attributable to

shareholders (RM)
	55
	13
	
	154
	24

	
	Weighted average number of shares for basic earnings

per share
	48,415
	43,084
	
	46,153
	43,084

	
	Effect of unexercised share options
	(482)
	-
	
	(482)
	-

	
	Adjusted weighted average number of shares outstanding
	47,933
	N/A
	
	45,671
	N/A

	
	Diluted earnings per share (sen)
	0.11
	N/A
	
	0.34
	N/A

	
	
	
	
	
	


On behalf of the Board 

AV VENTURES CORPORATION BERHAD (108253-W)

………………………………………………………

KONG KOK KEONG

Executive Director
