ADVANCE SYNERGY BERHAD

COMPANY ANNOUNCEMENT

REPORT FOR THE QUARTER ENDED 30 JUNE 2000

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited results of the Group for the quarter ended 30 June 2000.

CONSOLIDATED INCOME STATEMENTS


INDIVIDUAL



QUARTER
CUMULATIVE QUARTER


2ND QUARTER ENDED
CURRENT YEAR TO DATE
PRECEDING YEAR CORRESPONDING PERIOD



30.6.2000

30.6.2000

30.6.99




RM’000

RM’000

RM’000











Turnover

120,909

283,022

376,418











Investment income

1,544

1,554

-











Other income including interest income

1,549

2,425

1,600











Operating profit before interest on borrowings,








depreciation and amortisation, exceptional items,








income tax and minority interests

39,327

98,564

60,008











Interest on borrowings

(10,113)

(21,292)

(58,932)


Depreciation and amortisation 

(8,317)

(19,081)

(13,936)


Exceptional items

-

-

-











Operating profit/(loss) after interest on borrowings,

20,897

58,191

(12,860)


depreciation and amortisation and exceptional 








items but before income tax and minority interests

















Share of profits of Associated Companies 

1,433

5,587

16,994











Profit before taxation and minority interests

22,330

63,778

4,134











Taxation

(17,543)

(22,880)

(325)











Profit after taxation but before minority interests

4,787

40,898

3,809











Minority interests

(7,346)

(28,062)

(11,728)











Profit/(Loss) after taxation attributable to 








Stockholders of  the Company

(2,559)

12,836

(7,919)











Earnings/(loss) per Stock Unit

















(i)   Basic (based on 337,793,619 stock units)

(0.76) sen

3.80 sen

(2.34) sen











(ii)  Fully diluted (based on weighted average of








          398,947,215 stock units)   

N/A

3.60 sen

N/A











CONSOLIDATED BALANCE SHEETS


AS AT

AS AT


30.6.2000

31.12.99


RM’000

RM’000






FIXED ASSETS
359,042

419,114






INTEREST IN UNCONSOLIDATED SUBSIDIARY 
48,558

48,558

COMPANIES









INTEREST IN ASSOCIATED COMPANIES
86,483

82,214






LAND HELD FOR DEVELOPMENT
13,731

13,717






INVESTMENT SECURITIES
120,776

1,142,855






GOODWILL ON CONSOLIDATION
209,964

209,940






PURCHASED GOODWILL
1,622

1,806






EXPENDITURE CARRIED FORWARD
24,345

25,756






CURRENT ASSETS




Development properties and expenditure  
42,577

33,454

Stocks
38,654

40,921

Debtors
209,817

215,788

Statutory deposits with Bank Negara Malaysia
15,787

221,122

Loans, advances and financing
261,866

4,508,596

Dealing securities
5,961

2,155

Deposits with financial institutions
358,208

88,363

Cash and short term funds
106,260

646,690


1,039,130

5,757,089






CURRENT LIABILITIES




Creditors
141,871

253,371

Short term borrowings
98,513

150,749

Deposits and placements of banks and other financial 




institutions
180,045

959,738

Deposits from customers
175,388

5,044,689

Taxation
6,321

22,670


602,138

6,431,217






NET CURRENT ASSETS/(LIABILITIES)
436,992

(674,128)







1,301,513

1,269,832



































































AS AT

AS AT


30.6.2000

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
4,695

3,247

Other reserves
-

-

Accumulated loss
(290,886)

(303,722)






STOCKHOLDERS’ FUNDS
533,190

518,906






MINORITY INTERESTS
342,643

314,101






7% REDEEMABLE SECURED LOAN STOCKS 2000/2005 WITH




 DETACHABLE WARRANTS 2000/2003
185,874

-






7% CONVERTIBLE SECURED LOAN STOCKS 2000/2005 WITH




 DETACHABLE WARRANTS 2000/2003
183,461

-






SUBORDINATED CERTIFICATES OF DEPOSIT
-

50,000






LONG TERM BORROWINGS
-

244,180






TERM LOANS
46,108

131,726






DEFERRED INCOME
-

42






HIRE PURCHASE CREDITORS
8,843

9,423






DEFERRED TAXATION
1,394

1,454


1,301,513

1,269,832











NET TANGIBLE ASSETS PER STOCK UNIT
88 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



Cumulative Quarter




Preceding Year


Quarter
Current Year
Corresponding


Ended
To Date
Period


30.06.2000

30.06.2000

30.06.99



RM’000

RM’000

RM’000


On current quarter/period’s results
16,954

21,620

282


(Over)/under provision in prior year
(32)

-

37


Transfer (from)/ to deferred taxation
(38)

(59)

-


Share of taxation in associated companies
659

1,319

6



17,543

22,880

325


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 financial year to date amounted to RM5,819,000. 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 30 June 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

5,827

8. Changes in the composition of the Group

United Merchant Group Berhad (“UMG”), a 50.75% owned subsidiary, had on 8 June 2000 received the balance of the provisional cash consideration for the proposed disposal of its entire equity interest in United Merchant Finance Berhad (“UMF”) comprising 229,000,000 ordinary shares of RM1.00 each to Southern Bank Berhad. Accordingly UMF ceased to be a subsidiary company with effect from the same date.

In accordance with the provisions of the Sale of Shares Agreement, the Designated Auditors, Messrs. Kassim Chan & Co. will verify and determine the final consideration based on UMF’s net tangible assets as at 30 April 2000, subject to the approval of UMG’s Board of Directors. The actual gain or loss arising from this disposal can only be determined upon the completion of this verification exercise and will thus be reported in the third quarter’s financial results.

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) A prospectus dated 12 July 2000 was issued pursuant to the renounceable offer for sale of the rights to allotment of 168,896,809 Warrants 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 Renounceable Offer for Sale of Warrants”).   


The acceptance for the Renounceable Offer for Sale of Warrants was closed on 16 August 2000 at 5.00 p.m.

Approval in-principle has been obtained from the Kuala Lumpur Stock Exchange for admission of the Warrants to the Official List and listing of and quotation for all the new securities arising from the Renounceable Offer for Sale of Warrants, comprising the Warrants and new stock units in the Company to be issued upon the exercise of the Warrants.

(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 fulfilment 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 27 June 2000, Perdana Merchant Bankers Berhad (“PMBB”), a 70.1% subsidiary of United Merchant Group Berhad (“UMG”) which in turn is a 50.75% owned subsidiary of the Company, had entered into a conditional Sale of Shares Agreement ("PFB SSA") with Southern Bank Berhad (“SBB”) for the sale of PMBB’s entire 88% equity interest in Perdana Finance Berhad (“PFB”) for cash.  The provisional consideration which has been set at RM23.034 million is based on 1.2 times the unaudited net tangible assets (“NTA”) of PFB as at 30 June 1999.  In accordance with the provisions of the PFB SSA, Messrs Kassim Chan & Co will determine the final consideration based on the NTA of PFB as at the last day of the month preceding the completion date of the PFB SSA, subject to PMBB Board’s approval.

On 28 June 2000, UMG had entered into a conditional Sale of Shares Agreement (“PMBB SSA”) with SBB for the sale of UMG’s 50.1% equity interest in PMBB for cash.  The provisional consideration which has been set at RM7.95 million is based on 1.5 times the unaudited net tangible assets (“NTA”) of PMBB as at 30 June 1999.  In accordance with the provisions of the PMBB SSA, Messrs Kassim Chan & Co will determine the final consideration based on the NTA of PMBB as at the last day of the month preceding the completion date of the PMBB SSA, subject to UMG Board’s approval.


(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 financial quarter under review the Company implemented the restructuring of bank borrowings of Ringgit Malaysia(“RM”) 224,997,429, Australian Dollars(“AUD”) 8,532,758 and US Dollars(“USD”) 32,527,112, equivalent to a total amount of RM369,335,056 calculated up to 30 April 2000 by the issuance of the following securities on 1 May 2000 : 

i) RM126,544,751, AUD1,041,917 and USD14,946,753 nominal value equivalent to a total of RM185,874,269 nominal value of 5-year 7% Redeemable Loan Stocks (“RLS”) with a total of 85,000,248 detachable Warrants 2000/2003; and

ii) RM98,452,678, AUD7,490,841 and USD17,580,359 nominal value equivalent to a total of RM183,460,787 nominal value of 5-year 7% Convertible Loan Stocks (“CLS”) with a total of 83,896,561 detachable Warrants 2000/2003.

The entitlement to the Warrants have since been detached from the RLS and CLS for purposes of undertaking the renounceable restricted offer for sale of the rights to allotment to the entitled Stockholders of the Company.  

12. Group Borrowings

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







AS AT

AS AT


30.6.2000

31.12.99


RM’000

RM’000






Short term  - secured
78,371

78,451

                                 - unsecured
20,142

72,298






Long term  - secured
404,924

367,031

                                 - unsecured
10,519

8,875


513,956

526,655






                       




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







AS AT

AS AT


30.6.2000

31.12.99


RM’000

RM’000

US Dollars
123,603

103,652

Australian Dollars
34,595

33,375

Sterling Pounds
21,633

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


30.6.2000

31.12.99


RM’000

RM’000

Claim by Inland Revenue Board for back taxes due
-

101

Direct credit substitute
17,515

77,257

Transaction related contingent items
13,603

10,964

Housing loans sold directly and indirectly to 




Cagamas Berhad
8,287

156,656

Obligation under underwriting commitments
31,760

25,500

Irrevocable commitments to extend credit 




- not exceeding one year
26,761

68,596

- more than one year
894

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


98,820

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
2,651

(14,308)

62,416

Property development
7,815

(2)

88,146

Manufacturing
33,007

(3,973)

190,365

Financial and leasing services
211,419

73,399

1,009,097

Hotels and resorts
28,130

3,075

317,696


283,022

58,191

1,667,720

Associated Companies






  - share of results


5,587






63,778



                       






17. Comparison of Results with Preceding Quarter
The Group recorded a profit before taxation of RM22.3 million for the quarter under review as compared to a profit before taxation of RM41.4 million for the preceding quarter ended 31 March 2000. The decline in profit is attributable mainly to the reduced contribution from UMF which has ceased to be a subsidiary company with effect from 8 June 2000.  

18. Review of Performance

The performance of the Group for the first six months of the current financial year has been encouraging as a result of improved operating conditions. The profit before taxation recorded by the Group for the six months ended 30 June 2000 amounted to RM63.8 million compared to RM4.1 million for the corresponding period in 1999.

19. Current Year Prospects

Barring unforeseen circumstances, the Directors expect the Group’s performance for the current financial year to be satisfactory.

20.  Profit Variance and Shortfall in Profit Guarantee

Not applicable

21.  Status of E-Commerce Activities

a)  
As announced on 7 July 2000, iSynergy Sdn Bhd (formerly known as Synergy Card & Payment Services Sdn Bhd) ["iSynergy"], a 51% owned subsidiary company,  will develop and launch the following four (4) e-commerce portals within this year :-

(i) rewardstreet.com.my

(ii) cosmocourt.com.my

(iii) t2texchange.com.my

(iv) eofficemart.com.my


Currently, iSynergy is in the midst of finalising the terms of the agreements to be entered into with Mesiniaga Berhad and Web Venture Sdn Bhd for the design and development of the aforesaid four (4) e-commerce portals.


iSynergy is still targeting to launch at least one portal by the 3rd quarter of this year with the other portals to be launched in quick succession.

b)
e-go.com Sdn Bhd (“e-go.com”), a 60% owned subsidiary company, has completed Phase I of their Financial Portal, which focuses on providing free real-time stock quotes and other various financial contents. It was made available for public access in June 2000 through their Portal at http://www.gomoney3.com.  To facilitate mobile commerce, e-go.com has allowed its users to access the Financial Portal through Wireless Application Protocol ("WAP")-enable device such as a WAP-capable hand phone and Personal Digital Assistant. The WAP-enable content can be accessed through www.wap.gomoney3.com.

Phase II which focuses on subscription based contents, products and services is currently undergoing aggressive contents aggregation and co-branding with selected partners that will value-add the services to be provided for subscribers.  Phase III will focus on transaction order routing for online trading. Phases II and III are expected to be ready by September 2000 and October 2000 respectively.

The conceptual stage of the Travel Portal has been completed.  The design and development stages have begun and the testing of the Travel Portal is expected in October 2000.

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 : 25 August 2000
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