ADVANCE SYNERGY BERHAD

COMPANY ANNOUNCEMENT

REPORT FOR THE QUARTER ENDED 30 SEPTEMBER 1999

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited results of the Group for the quarter ended 30 September 1999.

CONSOLIDATED INCOME STATEMENTS




YEAR TO DATE


3RD QUARTER ENDED

9 MONTHS ENDED


30.09.99

30.09.99


RM’000

RM’000






Turnover
193,544

569,962






Investment income
-

-






Other income including interest income
2,209

4,735






Operating profit before interest on borrowings,




depreciation and amortisation, exceptional items,




income tax and minority interests
35,181

108,272






Interest on borrowings
(23,506)

(82,438)

Depreciation and amortisation 
(7,512)

(34,531)

Exceptional items
(5,384)

(5,384)






Operating loss after interest on borrowings,
(1,221)

(14,081)

depreciation and amortisation and exceptional items but 




before income tax and minority interests









Share of profits of Associated Companies 
8,314

25,308






Profit before taxation and minority interests
7,093

11,227






Taxation
(61)

(386)






Profit after taxation but before minority interests
7,032

10,841






Minority interests
(9,425)

(21,153)






Loss after taxation attributable to Stockholders of 
(2,393)

(10,312)

the Company














Loss per Stock Unit
(0.71) sen

(3.05) sen


























CONSOLIDATED BALANCE SHEETS


AS AT

AS AT


30.9.99

31.12.98


RM’000

RM’000






FIXED ASSETS
428,958

434,027






INTEREST IN UNCONSOLIDATED SUBSIDIARY 
52,513

48,936

COMPANIES









INTEREST IN ASSOCIATED COMPANIES
602,079

574,998






LAND HELD FOR DEVELOPMENT
13,709

13,687






INVESTMENT SECURITIES
1,591,748

1,124,294






GOODWILL ON CONSOLIDATION
209,918

209,904






PURCHASED GOODWILL
1,705

1,776






EXPENDITURE CARRIED FORWARD
29,051

28,754






CURRENT ASSETS




Development properties and expenditure  
35,407

44,498

Stocks
40,270

37,720

Debtors
247,976

405,801

Statutory deposits with Bank Negara Malaysia
236,705

185,033

Loans, advances and financing
4,481,027

4,296,370

Dealing securities
2,337

63,501

Deposits with financial institutions
152,554

193,703

Cash and short term funds
492,282

587,718


5,688,558

5,814,344






CURRENT LIABILITIES




Creditors
341,120

315,465

Short term borrowings
669,330

1,129,099

Securities sold under repurchase agreements
-

63,149

Deposits and placements of banks and other financial 
980,381

1,009,576

institutions




Deposits from customers
5,509,242

4,314,099

Taxation
21,074

16,677


7,521,147

6,848,065






NET CURRENT LIABILITIES
(1,832,589)

(1,033,721)







1,097,092

1,402,655



































































AS AT

AS AT


30.9.99

31.12.98


RM’000

RM’000

FINANCED BY









SHARE CAPITAL
337,794

337,794






RESERVES




Share premium
432,423

432,423

Revaluation reserve
4,156

4,156

Capital reserve
69

69

Statutory reserve
25,613

25,613

Exchange fluctuation reserve
2,119

(2,540)

Other reserves
3,365

3,362

Accumulated loss
(232,530)

(222,218)






STOCKHOLDERS’ FUNDS
573,009

578,659






MINORITY INTERESTS
345,137

324,035






SUBORDINATED CERTIFICATES OF DEPOSIT
50,000

50,000






EXCHANGEABLE SUBORDINATED CAPITAL LOAN
-

317,000






TERM LOANS
118,566

119,887






DEFERRED INCOME
-

1,007






HIRE PURCHASE CREDITORS
9,126

10,547






DEFERRED TAXATION
1,254

1,520


1,097,092

1,402,655











NET TANGIBLE ASSETS PER STOCK UNIT
98 sen

100 sen






NOTES :

1. Accounting Policies

The consolidated quarterly financial statements have been prepared under the same accounting policies and methods of computation as those applied for the financial year ended 31 December 1998.

2. Exceptional Items

Exceptional items for the quarter under review are financial consultancy and legal fees incurred in respect of the recapitalisation of two licensed financial subsidiaries by Danamodal National Berhad.

3. Extraordinary Items

There were no extraordinary items for the period under review.

4. Taxation

The provision for taxation for the quarter under review includes an adjustment for under provision in respect of prior year amounting to RM55,248 and RM287,503 transferred from deferred taxation.

5. Pre-Acquisition Profits

There were no pre-acquisition profits for the current financial year to date.
6. Profit on Sale of Investments and Properties

Profit on sale of investments by the Group for the quarter under review amounted to RM4,195,000. There were no profits on sale of properties.

7. Quoted Securities

Details of purchases and sales of quoted securities by the Group other than licensed financial subsidiary companies which are exempted by the Exchange for the financial year to date are as follows :





RM’000

Total purchases

217





Total disposal

1,812





Total loss on disposal

(72)





Details of investment in quoted securities by the Group other than licensed financial subsidiary companies which are exempted by the Exchange as at 30 September 1999 are as follows :





RM’000

Held by the Company and other subsidiary companies



- at cost

40,134





- at carrying value

3,595





- at market value

4,715





8. Changes in the composition of the Group

The Sale and Purchase Agreement entered into by United Merchant Group Berhad, a 50.75% owned subsidiary, with Southern Bank Berhad for the proposed disposal of its entire 43.53% equity interest comprising 74,524,000 ordinary shares of RM1.00 each in Ban Hin Lee Bank Berhad (“BHLB”) for a cash consideration of RM372,620,000 became unconditional on 11 October 1999 and with effect from 19 October 1999 BHLB ceased to be an Associated Company.

There are no other changes in the composition of the Company and the Group for the current financial year to date.

9. Status of Corporate Proposals

a) The following corporate proposals are pending approvals from Bank Negara Malaysia, Securities Commission and Foreign Investment Committee :-

(i) Proposed restructuring involving the bank borrowings from several financial institutions ("Lenders") in US Dollars, Australian Dollars and Ringgit Malaysia of the Company and five (5) of its subsidiaries equivalent to an amount estimated at approximately RM369.159 million calculated up to 29 February 2000 by way of an issue of Redeemable Loan Stocks and Convertible Loan Stocks, both with detachable warrants (“Proposed Restructuring of Bank Borrowings”) ; and

               (ii) 
Proposed Renounceable Restricted Offer for Sale of the rights to allotment of up to a maximum of approximately 168.897 million warrants after the Proposed Restructuring of Bank Borrowings by the Lenders to the entitled stockholders of the Company (“Proposed ROS”).


Both the Proposed Restructuring of Bank Borrowings and Proposed ROS are also subject to the approval 

of the stockholders of the Company which is yet to be obtained.

       b)
The proposed investment in the Internet business by Nagapura Management Corporation Sdn Bhd, a wholly-owned subsidiary of the Company, through subscription for 2,700,000 ordinary shares of RM1.00 each at par in cash representing 60% equity interest in a proposed joint venture company to be incorporated under the name of e-go.com Sdn Bhd is pending approval from the Foreign Investment Committee.

c) On 9 September 1999, Advance Synergy Furniture Sdn Bhd (“ASF”), a wholly-owned subsidiary of the Company, has been notified that Special Administrators have been appointed for ASF by Pengurusan Danaharta Nasional Berhad under Section 24 of the Pengurusan Danaharta Nasional Berhad Act 1998.  

The control of ASF’s assets and affairs now rests with the Special Administrators.

d) All the required relevant authorities approvals have been obtained for the following corporate proposals and the said corporate proposals are yet to be completed pending fulfillment of other conditions under the respective Sale and Purchase Agreements entered into by the Company for each corporate proposal :-

(i) Proposed disposal by the Company of 3,850,000 ordinary shares of RM1.00 each representing 70% equity interest in Plastic Centre Sdn Bhd ("PCSB") to Inisiatif Ikhlas Sdn Bhd for a cash consideration of RM28.0 million ; 

(ii) Proposed acquisition by the Company of 1,706,671 ordinary shares of RM1.00 each representing 49% equity interest in PC Ventures Sdn Bhd ("PCV") from PCSB for a cash consideration of RM14,002,584 ; and 

(iii)
Proposed acquisition by the Company of 2 ordinary shares of USD1.00 each representing 100% equity interest in Calmford Incorporated from PCSB for a cash consideration of RM1.00. 

e) The Proposed disposal of 51% equity interest in PCV by PCSB to Hirotako Holdings Berhad (“Hirotako”) for a cash consideration of RM20,910,000 is pending approval from the shareholders of Hirotako. 

Hirotako has also exercised their option to acquire the remaining 49% equity interest of PCV for a consideration of RM20,090,000 to be satisfied in cash and/or by issuance of new Hirotako shares. The proposed sale of the remaining 49% equity interest in PCV is pending approvals to be obtained by Hirotako from the relevant authorities and its shareholders.

f) On 6 August 1999, United Merchant Group Berhad (“UMG”), a 50.75% owned subsidiary announced that Bank Negara Malaysia has granted approval for UMG to commence negotiation with Southern Bank Berhad (“SBB”) to merge Perdana Merchant Bankers Berhad ("PMBB"), Perdana Finance Berhad ("PFB") and United Merchant Finance Berhad ("UMF") with the SBB Group.  On 16 August 1999, UMG further announced that PMBB, PFB and UMF had each signed a memorandum of understanding with SBB on 13 August 1999 to negotiate the terms and conditions of their respective definitive merger agreements on the proposed merger with the SBB Group.

g) As announced on 25 March 1996, the Company had accepted the offer from Perbadanan Kemajuan Negeri Kedah to purchase from the Company 52,500,000 ordinary shares of RM1.00 each representing 70% equity interest in Kedah Marble Sdn Bhd for a total cash consideration of RM59,797,500 (“Proposed Sale of Kedah Marble”). The Proposed Sale of Kedah Marble is still pending implementation. 

10. Seasonality or Cyclicality of Operations

The operations of the Group were not materially affected by any seasonal or cyclical fluctuations.

11. Issuance and Repayment of Debt and Equity Securities

During the financial year to date there were no issuances and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares or resale of treasury shares.

12. Group Borrowings

(i) Details of the borrowings by the Group are as follows :-


AS AT

AS AT


30.09.99

31.12.98


RM’000

RM’000






Short term  - secured
567,964

534,235

                                 - unsecured
101,366

594,864






Long term  - secured
112,599

112,694

                                 - unsecured
5,967

7,193


787,896

1,248,986

                       




(ii)
 The Ringgit equivalent of Group borrowings denominated in foreign currencies are as follows :


AS AT

AS AT


30.09.99

31.12.98


RM’000

RM’000

US Dollars
88,551

88,553

Australian Dollars
33,459

30,952

Sterling Pounds
11,718

13,280

                       




13. Contingent Liabilities

In the normal course of business, the licensed financial subsidiary companies made various commitments and incurred certain contingent liabilities with legal recourse to their customers as detailed below. Apart from the provision for commitments and contingencies already made in the accounts, no material losses are anticipated as a result of these transactions.

30.09.99

31.12.98


RM’000

RM’000

Direct credit substitute
86,895

125,447

Transaction related contingent items
12,586

8,805

Housing loans sold directly and indirectly to 




Cagamas Bhd
252,241

234,063

Other assets sold with recourse and commitments with 
18,449

-

     certain drawdown 




Obligations under underwriting commitments
20,000

18,500

Irrevocable commitments to extend credit 




- not exceeding one year
97,515

122,969

- more than one year
558,300

473,566






Guarantees in favour of third parties
170

227


1,046,156

983,577






                       




14. Off Balance Sheet Financial Instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this report.

15. Material Litigation

The Company has received notice of a legal action taken by a stockholder who is disputing the basis of determining the entitlement to the Bonus Issue carried out by the Company in 1993. Although the final outcome of this matter is currently uncertain, the Directors are of the opinion that the legal suit has no merit and will not succeed.

16. Segmental Reporting 

The analysis of the Group’s operations by activities for the current financial year to date are as follows :




Group

Total Tangible




Profit/(Loss)

Assets


Turnover

Before Taxation

Employed


RM’000

RM’000

RM’000








Investment holding and
4,988

(19,486)

80,241

Management






Property development
20,454

832

95,559

Manufacturing
38,581

(2,216)

173,287

Financial and leasing services
464,982

8,104

7,720,140

Hotels and resorts
40,956

(1,315)

308,339


569,961

(14,081)

8,377,566

Associated Companies






  - share of results


25,308






11,227



                       






17. Comparison of Results with Preceding Quarter

This note is not applicable as this is the first quarterly report being filed.

18.   Review of Performance

The Group continued to register positive results under improved operating conditions. The pre-tax profits before Exceptional Items achieved for the quarter under review amounted to RM12.5 million bringing the accumulated pre-tax profits before Exceptional Items for the nine months of the current financial year to date to RM16.6 million compared to a pre-tax loss before Exceptional Items of RM109.8 million for the preceding financial year ended 31 December 1998.

19. Current Year Prospects

As stated in Note 8, United Merchant Group Berhad, a 50.75% owned subsidiary completed its proposed disposal of its entire 43.53% equity interest in Ban Hin Lee Bank Berhad in October 1999. The exceptional loss attributable to stockholders of the Company arising from this disposal amounts to approximately RM69.02 million calculated up to 30 September 1999. Except for the foregoing and barring unforeseen circumstances, the Directors are hopeful that the performance trend achieved by the Group will continue for the remaining quarter of the current financial year.

20. Profit Variance and Shortfall in Profit Guarantee

Not applicable

21. Year 2000 Issue

As disclosed in the announcement on the half yearly unaudited results for the six months ended 30 June 1999, the Group has completed its assessment on the impact of the Year 2000 issue.

All the affected operating subsidiaries in the Group will continue to ensure that their business processes and computer systems function properly prior to and after the year 2000. Each affected operating subsidiaries has also drawn-up their individual contingency plan to prepare for any unforeseen disruptions to their business operations.

22. Dividend

The Directors do not recommend the payment of any interim dividend.

BY ORDER OF THE BOARD

ADVANCE SYNERGY BERHAD

SNG NGIAP KOON

Company Secretary

