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AV VENTURES CORPORATION BERHAD (108253-W)

(Incorporated in Malaysia)
QUARTERLY REPORT – SECOND QUARTER ENDED 30 JUNE 2008

PART A – DISCLOSURE NOTES AS REQUIRED UNDER FRS 134

1. 
Basis of preparation

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 2007. 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 year ended 31 December 2007.
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 2007 except for the adoption of the following new/revised Financial Reporting Standards (FRS) effective for financial period beginning 1 January 2008:

FRS 107 


Cash Flow Statements

FRS 111 


Construction Contracts

FRS 112 


Income Taxes

FRS 118 


Revenue

FRS 120 
Accounting for Government Grants and Disclosure of Government                                     Assistance

FRS 134 


Interim Financial Reporting

FRS 137 


Provisions, Contingent Liabilities and Contingent Assets

IC Interpretation 1
Changes in Existing Decommissioning, Restoration and Similar Liabilities

IC Interpretation 2
Members’ Share in Co-operative Entities and Similar Instruments

IC Interpretation 5
Right to interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds

IC Interpretation 6
Liabilities arising from Participating in a Specific Market 

· Waste Electrical and Electronic Equipment

IC Interpretation 7 
Applying the Restatement Approach under FRS 1292004
· Financial Reporting in Hyperinflationary Economies


IC Interpretation 8 
Scope of FRS 2
FRS 139 Financial Instruments: Recognition and Measurement has been deferred and has not been adopted by the Group.

The adoption of the abovementioned FRSs does not result in significant changes in accounting policies of the Group.

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 2007 in their report dated 23 April 2008.
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.

The Group operates wholly in Malaysia and accordingly no information on the Group’s operations by geographical segment has been provided. 

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 June 2008.

6.

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 June 2008 except as disclosed in notes 8, 11 and 19.
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 June 2008, except as follow:-

· Ordinary shares issued for acquisition of subsidiaries
During the current quarter, the issued and paid-up share capital of the Company increased from 48,526,400 ordinary shares of RM1.00 each to 58,359,747 ordinary shares of RM1.00 each by the issuance of 9,833,347 new ordinary shares of RM1.00 each at the subscription price of RM1.25 per new share, pursuant to the acquisition of 100% equity interest in Brimal Holdings Sdn Bhd (“BHSB”) and Autovisor Plastics Sdn Bhd (“APSB”).   
9.

Dividend paid


There was no dividend paid for the financial period ended 30 June 2008.

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:-
(a) Acquisition of subsidiaries:

· On 19th September 2007, the Company entered into the Sale & Purchase Agreement with AIC Inspirasi Sdn Bhd (“AISB”) to acquire 100% equity interest in BHSB and APSB for an aggregate purchase consideration sum of RM 12,291,684 satisfied via issuance of 9,833,347 new ordinary shares at RM 1.25 each (“the acquisition”). 
· On 14th April 2008, the acquisition was completed with the issuance of 9,833,347 new ordinary shares of the Company at RM 1.25 each to AISB.
· The assets and liabilities arising from the acquisition are as follows:

Recognised value


on acquisition


RM’000

Property, plant and equipment

5,271
Development expenditure

178
Quoted investment

10
Inventories

2,891

Receivables, deposits and prepayments

9,014

Tax recoverable

412
Deferred tax assets

449
Cash and cash equivalents

2,649

Payables and accruals

(8,311)

Borrowings

(100)

Provisions

(52)

Net identifiable assets and liabilities

12,411

Negative goodwill on acquisition

(119)

 

Issuance of shares for acquisitions

12,292

Cash acquired

(2,649) 


Net of acquisitions
9,643
(b) Acquisition of minority interest:

- On 7th March 2008, the Company completed the acquisition of an additional 20% equity interest in subsidiary, Aventur Door System Sdn Bhd, comprising 370,000 ordinary shares of RM1.00 each for a consideration sum of RM20,000.

- On 7th March 2008, the Company completed the acquisition of an additional 22.22% equity interest in subsidiary, Automako Sdn Bhd, comprising 233,333 ordinary shares of RM1.00 each for a consideration sum of RM385,000.

- On 7th March 2008, a wholly owned subsidiary company completed the acquisition of a 5% equity interest in another subsidiary, Noble Decree Sdn Bhd, comprising 40,000 ordinary shares of RM1.00 each for a consideration sum of RM1.00.

12.

Contingent liabilities and contingent assets 


There were no changes in contingent liabilities or contingent assets since the last annual financial statements as at 31 December 2007 till the date of this quarterly report.
13.

Capital commitment 

 
There is no material capital commitment for the financial period ended 30 June 2008.
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 June 2008.
PART B - ADDITIONAL INFORMATION REQUIRED BY BURSA MALAYSIA SECURITIES BERHAD LISTING REQUIREMENT

15.
Review of performance


The Group achieved a turnover of RM15.617 million for the current financial period ended 30 June 2008 which represents an increase of RM5.562 million as compared to the corresponding financial period. 


The Group recorded a profit before taxation and minority interest of RM2.114 million for the current financial period ended 30 June 2008 as compared to profit before taxation and minority interest of RM0.3 million in the corresponding financial period ended 30 June 2007. 

16.
Comparison with preceding quarter’s results

The Group turnover has increased by RM275,000 or 1.79% as compared to the preceding quarter. The profit before taxation and minority interest of RM2.114 million is higher compared to profit before taxation and minority interest of RM1.693 million in the preceding quarter. 

17.
Prospects  

The local automotive industry is bracing for tougher times as demand for cars and commercial vehicles may falter on concerns over high inflation and weak economic growth. This is a direct impact from the price increase for petrol and diesel announced in June 2008.

In July 2008, the Malaysian Automotive Association (MAA) issued a total industry volume (TIV) forecast for the second half of 2008 of which a 16.5% drop in sales is forecasted compared with the first six months of the year. 
Coupled with stringent hire purchase terms and weakened market sentiments, analysts expect sales volume to taper down towards year-end.

In view of the above developments, the Group expects its income to be dampened for the remaining part of the year but the effect will be reduced by the introduction of new products for mass production.

18.
Variance of actual profit from forecast profit

Not applicable as no profit forecast was published.

19.
Sale of unquoted investment and properties 

During the current quarter, the Group completed the disposal of its freehold land and building to SNC Consolidated Sdn Bhd, resulting in a non recurring gain on disposal of RM0.58 million.
20.    Purchase or disposal of quoted securities

- There were no purchases or disposal of quoted securities for the current quarter under review.
- Investments in quoted securities as at 30 June 2008 are as follows:-

	Total quoted investments
	Cost
RM’000

10
	Book Value
RM’000

10
	Market Value
RM’000

13


21.
Taxation

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

	
	30.06.2008
	30.06.2008

	
	RM’000
	RM’000

	Tax expenses
	
	

	 - current period provision
	189
	259


The effective tax rate of the Group for the current financial quarter and year-to-date are lower than the statutory tax rate principally due to certain income which is not taxable.
22.
Corporate proposals
There were no corporate proposals announced but not completed within 7 days from the date of issue of this quarterly report.
23.   Group borrowings (secured)
Total Group borrowings as at 30 June 2008, in Ringgit Malaysia (“RM”) are as follows:-
	
	30.06.2008
	31.12.2007

	
	(unaudited)
	(audited)

	
	RM’000
	RM’000

	
	
	

	Short term borrowings
	1,064
	8,075

	Long term borrowings
	    60
	-

	
	
	

	
	1,124
	8,075


24.
Off balance sheet financial instruments

There were no off balance sheet financial instruments for financial period ended 30 June 2008.
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 June 2008.

26.
Earnings per share
	
	Quarter Ended
	
	6 Months Ended

	
	30.06.2008
’000
	30.06.2007
’000
	
	30.06.2008
’000
	30.06.2007
’000

	a) Basic
	
	
	
	

	
	Net / profit attributable to

shareholders (RM)
	1,744
	112
	
	2,846
	99

	
	Weighted average number of shares outstanding
	55,082
	45,386
	
	55,082
	45,386

	
	Basic earnings per share (sen)
	3.17
	0.25
	
	5.17
	0.22

	
	
	
	
	
	

	b) Diluted
	
	
	
	

	
	Net / profit attributable to

shareholders (RM)
	1,744
	112
	
	2,846
	99

	
	Weighted average number of shares for basic earnings

per share
	55,082
	45,386
	
	55,082
	45,386

	
	Effect of unexercised share options
	-
	217
	
	-
	217

	
	Adjusted weighted average number of shares outstanding
	N/A
	45,603
	
	N/A
	45,603

	
	Diluted earnings per share (sen)
	N/A
	0.25
	
	N/A
	0.22

	
	
	
	
	
	


