ADVANCE SYNERGY BERHAD

COMPANY ANNOUNCEMENT

REPORT FOR THE QUARTER ENDED 31 MARCH 2000

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited results of the Group for the quarter ended 31 March 2000.

CONSOLIDATED INCOME STATEMENTS




YEAR TO DATE


1ST QUARTER ENDED

3 MONTHS ENDED


31.3.2000

31.3.2000


RM’000

RM’000






Turnover
162,113

162,113






Investment income
10

10






Other income including interest income
876

876






Operating profit before interest on borrowings,




depreciation and amortisation, exceptional items,




income tax and minority interests
59,237

59,237






Interest on borrowings
(11,179)

(11,179)

Depreciation and amortisation 
(10,764)

(10,764)

Exceptional items
-

-






Operating profit after interest on borrowings,
37,294

37,294

depreciation and amortisation and exceptional items but 




before income tax and minority interests









Share of profits of Associated Companies 
4,154

4,154






Profit before taxation and minority interests
41,448

41,448






Taxation
(5,337)

(5,337)






Profit after taxation but before minority interests
36,111

36,111






Minority interests
(20,716)

(20,716)






Profit after taxation attributable to Stockholders of 




the Company
15,395

15,395











Earnings per Stock Unit
4.56 sen

4.56 sen


























CONSOLIDATED BALANCE SHEETS


AS AT

AS AT


31.3.2000

31.12.99


RM’000

RM’000






FIXED ASSETS
416,565

419,114






INTEREST IN UNCONSOLIDATED SUBSIDIARY 
48,558

48,558

COMPANIES









INTEREST IN ASSOCIATED COMPANIES
85,708

82,214






LAND HELD FOR DEVELOPMENT
13,724

13,717






INVESTMENT SECURITIES
1,376,136

1,142,855






GOODWILL ON CONSOLIDATION
209,952

209,940






PURCHASED GOODWILL
1,674

1,806






EXPENDITURE CARRIED FORWARD
25,116

25,756






CURRENT ASSETS




Development properties and expenditure  
34,010

33,454

Stocks
39,941

40,921

Debtors
219,456

215,788

Statutory deposits with Bank Negara Malaysia
224,139

221,122

Loans, advances and financing
4,320,037

4,508,596

Dealing securities
35,579

2,155

Deposits with financial institutions
203,174

88,363

Cash and short term funds
226,369

646,690


5,302,705

5,757,089






CURRENT LIABILITIES




Creditors
253,355

253,371

Short term borrowings
96,592

150,749

Deposits and placements of banks and other financial 




Institutions
602,621

959,738

Deposits from customers
5,200,198

5,044,689

Taxation
18,355

22,670


6,171,121

6,431,217






NET CURRENT LIABILITIES
(868,416)

(674,128)







1,309,017

1,269,832



































































AS AT

AS AT


31.3.2000

31.12.99


RM’000

RM’000

FINANCED BY









SHARE CAPITAL
337,794

337,794






RESERVES




Share premium
432,423

432,423

Revaluation reserve
-

-

Capital reserve
69

69

Statutory reserve
49,095

49,095

Exchange fluctuation reserve
5,495

3,247

Other reserves
-

-

Accumulated loss
(288,327)

(303,722)






STOCKHOLDERS’ FUNDS
536,549

518,906






MINORITY INTERESTS
334,698

314,101






SUBORDINATED CERTIFICATES OF DEPOSIT
50,000

50,000






LONG TERM BORROWINGS
245,066

244,180






TERM LOANS
131,921

131,726






DEFERRED INCOME
-

42






HIRE PURCHASE CREDITORS
9,350

9,423






DEFERRED TAXATION
1,433

1,454


1,309,017

1,269,832











NET TANGIBLE ASSETS PER STOCK UNIT
89 sen

83 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 1999.

2. Exceptional Items

There were no exceptional items for the period under review. 

3. Extraordinary Items

There were no extraordinary items.

4. Taxation

The provision for taxation for the quarter ended 31 March 2000 does not contain any adjustment for under or over-provision in respect of prior years but includes RM21,010 transferred from deferred taxation.

5. Pre-Acquisition Profits

There were no pre-acquisition profits for the quarter ended 31 March 2000.
6. Profit on Sale of Investments and Properties

Profit on sale of investments by the Group for the quarter under review amounted to RM4,152,000. There were no profits on sale of properties.

7. Quoted Securities

There   were  no  purchases  or  sale of quoted securities by the Group other than licensed financial subsidiary    

companies which are exempted by the Exchange for the current financial year to date.

Details of investment in quoted securities by the Group other than licensed financial subsidiary companies which are exempted by the Exchange as at 31 March 2000 are as follows :





RM’000

Held by the Company and other subsidiary companies



- at cost

27,042





- at carrying value

3,595





- at market value

7,058

8. Changes in the composition of the Group

There has been no change in the composition of the Company and the Group for the current financial year to date.

9. Status of Corporate Proposals

a) The stockholders of the Company have approved the following on 28 April 2000 :-

(i) The  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 aggregate amount of approximately RM371.2 million (or such adjusted equivalent amount) calculated up to 30 April 2000 by way of an issue of Redeemable Loan Stocks ("RLS") and Convertible Loan Stocks ("CLS"), both with detachable Warrants ("the Restructuring of Bank Borrowings") ; and

(ii) The renounceable restricted offer for sale of the rights to allotment of up to 168,896,809 Warrants after the Restructuring of Bank Borrowings by the Lenders to the entitled stockholders of the Company on the basis of one (1) Warrant for every two (2) existing stock units of RM1.00 each held in the Company at an offer price of RM0.20 per Warrant ("the ROS").

Upon obtaining the stockholders’ approval, the Company entered into supplemental agreements  for  the Restructuring of  Bank Borrowings on 28 April 2000.  On 1 May 2000, the Company issued to the Lenders, an aggregate amount of RM126,544,751, USD14,946,753 and AUD1,041,917 nominal value of 5-year 7% RLS and an aggregate amount of RM98,452,678, USD17,580,359 and AUD7,490,841 nominal value of 5-year 7% CLS, together with the rights to allotment of an aggregate of 168,896,809 Warrants.

The ROS is now pending implementation.

b)
Advance Synergy Furniture Sdn Bhd (“ASF”), a wholly-owned subsidiary of the Company, is under Special Administration since 9 September 1999. The control of ASF’s assets and affairs rests with the Special Administrators appointed by Pengurusan Danaharta Nasional Berhad under Section 24 of the Pengurusan Danaharta Nasional Berhad Act 1998.  

c) The following corporate proposals are yet to be completed pending fulfillment of certain 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. 


All the required relevant authorities' approvals have been obtained for the above corporate proposals.

d) 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 still pending approval from the shareholders of Hirotako. 

The proposed sale of the remaining 49% equity interest in PCV to Hirotako for a consideration of RM20,090,000 to be satisfied in cash and/or by issuance of new Hirotako shares ("Proposed Sale of 49% in PCV to Hirotako") is now pending approval from the shareholders of Hirotako. Hirotako has obtained approvals from all the relevant authorities in respect of the Proposed Sale of 49% in PCV to Hirotako.

e)
On 13 August 1999, Perdana Merchant Bankers Berhad ("PMBB"), Perdana Finance Berhad ("PFB") and United Merchant Finance Berhad ("UMF"), all being the subsidiaries of United Merchant Group Berhad ("UMG") which in turn is a 50.75% owned subsidiary of the Company, had each entered into a memorandum of understanding with Southern Bank Berhad ("SBB") to negotiate the terms and conditions of the respective definitive merger agreements. The proposals relating to PMBB and PFB are expected to be finalised in this financial year.

UMG had on 6 January 2000 entered into a Sale of Shares Agreement with SBB to dispose its entire 100% equity interest in UMF comprising 229,000,000 ordinary shares of RM1.00 each for an initial provisional cash consideration of RM319,414,800.  The final consideration which is equivalent to one point two (1.2) times the net tangible assets of UMF will be determined by the designated Auditors (Messrs Kassim Chan & Co.) based on the adjusted net tangible assets of UMF as at the month end preceding the completion date.  The proposed sale of UMF was approved by the Securities Commission on 21 April 2000 and the shareholders of UMG have approved the proposed sale of UMF at the Extraordinary General Meeting of UMG held on 22 May 2000.

f) On 25 March 1996, the Company had announced that it 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 three months financial period ended 31 March 2000 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


31.3.2000

31.12.99


RM’000

RM’000






Short term  - secured
75,997

78,451

                                 - unsecured
20,595

72,298






Long term  - secured
368,201

367,031

                                 - unsecured
8,786

8,875


473,579

526,655

                       




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


AS AT

AS AT


31.3.2000

31.12.99


RM’000

RM’000

US Dollars
103,652

103,652

Australian Dollars
31,651

33,375

Sterling Pounds
23,249

24,178

                       




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.

AS AT

AS AT


31.3.2000

31.12.99


RM’000

RM’000

Claim by Inland Revenue Board for back taxes due
-

101

Direct credit substitute
81,978

77,257

Transaction related contingent items
13,581

10,964

Housing loans sold directly and indirectly to 




Cagamas Berhad
149,710

156,656

Obligations under underwriting commitments
24,380

25,500

Irrevocable commitments to extend credit 




- not exceeding one year
46,727

68,596

- more than one year
310,433

363,345

       Guarantees in favour of third parties
-

229

       Obligation involving claims by supplier due to 




           Non-performance  of contract
-

24

       Other assets sold with recourse and commitments 




    With certain drawdown
-

26,454

Hire Purchase loans sold to Cagamas Berhad
100,009

-


726,818

729,126

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






Management
1,426

(6,843)

61,068

Property development
3,268

(138)

83,055

Manufacturing
16,184

(3,746)

187,309

Financial and leasing services
127,041

46,261

6,588,262

Hotels and resorts
14,194

1,760

323,702


162,113

37,294

7,243,396

Associated Companies






  - share of results


4,154






41,448



                       






17. Comparison of Results with Preceding Quarter

The Group recorded a profit before taxation of RM41.4 million for the quarter under review as compared to a loss of RM72.1 million for the preceding quarter ended 31 December 1999. The pre-tax loss for the preceding  quarter was attributable mainly to an exceptional loss of RM117 million arising from the disposal of the Group’s interest in Ban Lee Hin Bank Berhad. 

18.  Review of Performance

In line with the continuing improvement in the country’s economy, the Group has achieved encouraging results for the financial quarter under review registering a turnover of RM162.1 million and profit before taxation of RM41.4 million.

19. Current Year Prospects

Barring unforeseen circumstances, the Directors expect the Group to achieve improved results for the current financial year.

20. Profit Variance and Shortfall in Profit Guarantee

Not applicable

21. Status of E-Commerce Activities

Further to our announcement on 29 October 1999 in respect of e-go.com Sdn Bhd (“e-go.com”), a 60% owned subsidiary company, the following are information relating to the status of our E-Commerce activities :-

a) Details of the business model

The Internet, with its low cost of access and global reach has revolutionized the information publishing and delivery. The ability to deliver real time information across the globe and the ability to enhance and repackage the information has given rise to new business opportunities to address the needs of the knowledge society of the post industrial era.

The primary business focus of e-go.com will be the creation of two Internet Portals,  Financial Portal and Travel Portal. Most portals have adopted the Yahoo style of content categories with a test-intensive, faster loading page that visitor will find easy to use and to return to. However, these portals cover wide scope of contents but not in detail. The Financial Portal and Travel Portal are aimed at providing detail and varied contents, products and services of very specific industries.

The Financial Portal is aimed at addressing the high demand by local investors for a comprehensive one-stop center for Financial Services, especially the Internet Commerce aspect of the Financial Services. Similarly, the Travel Portal target market will be outbound and inbound travellers who are interested to obtain complete information, products and services to fulfill their travelling needs. The hotel and travel related business units within Advance Synergy Berhad Group would enhance the competitive edge over the existing travel portal.

The differentiation factor for the Portals will be the ability for contents, products and services providers of the industry to participate in the Portals and conduct commerce at the Portals without cost.  This will provide an excellent opportunity for medium and small contents, products and services providers to have an e-commerce front and level the playing fields.

The Portals will be initially involved in Business-To-Consumer (B2C) aspect of Internet Commerce, to create an established community for the financial and travel industries. This will eventually shift to Business-To-Business (B2B) aspect for the long term plans of the Portals. The revenue for the Portals will be subscription to core services of the Portals, transaction fees and commission derived from the sales of the subscriptions via the Portals by contents, products and services providers that participate in the Portals.

b) Stage of development

e-go.com started its operation in January 2000. The initial development of the necessary application software for real-time data display has been completed and currently in debugging stage. The development of the commerce engine to enable transaction at the Financial Portal is in design phase and expected to begin development in June 2000. The content managing application to manage and display various contents from the providers at the Financial Portal is currently under development and scheduled to be completed in July 2000.

Phase I of the Financial Portal, which focuses on providing free real-time information and various financial contents, is currently undergoing rigorous testing. It is expected to be available for public access by July 2000. Phases II and III,  which main focus is subscription based contents, products and services, and transaction order routing is scheduled to be ready by August 2000 and September 2000 respectively.

The Travel Portal is at the conceptual stage. The design and development stages will begin in July 2000 and expected date for initial testing is in August 2000.

c) Risks and Rewards 

The management acknowledges the risk of any ventures, especially Internet ventures. However, the financial risk of the project is minimized. The hardware  and commerce engine software employed for Financial Portal will be utilized for the Travel Portal with minimal hardware purchase. The Financial Portal is created to address the needs of Malaysian investors who are constantly seeking out Financial Sites to obtain valuable decision-making investment information unlike a generic portal where huge sum of monies is expected to be needed to attract users to the portal. The Travel Portal is an extension of the existing ‘Brick and Mortar’ business to ‘Click and Mortar’ that will enhance its reach to global travellers thus expanding its marketplace for its products and services.

The Financial Portal and Travel Portal will provide a near zero cost for contents, products and services provider of the Financial and Travel industries to participate in the Portals. The ability to have ‘Web Presence’ without the need to invest in hardware or software will attract all contents,  products and services providers to the Financial and Travel Portals. With the comprehensive contents, products and services providers participating in the Portals, the ability to generate commerce from the users of the Portals is extremely high which translates to enormous revenue.

The Financial and Travel Portals are expected to generate revenue beginning Phase II, in August 2000 and October 2000 respectively, where subscriptions will be imposed for selected contents, products and services. The type of contents, products and services and the quantum and period of subscriptions are yet to be finalized.

The core strength and key success factors of e-go.com will lie in its ability to adapt and constantly evolve with the dynamic changes of Internet Commerce and have sound understanding of Internet Technology and Internet Marketing.

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

Date : 31 May 2000

