ADVANCE SYNERGY BERHAD

(Company No: 1225-D)

COMPANY ANNOUNCEMENT

REPORT FOR THE QUARTER ENDED 31 DECEMBER 2000

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

CONSOLIDATED INCOME STATEMENTS


INDIVIDUAL QUARTER
CUMULATIVE QUARTER


CURRENT
PRECEDING YEAR
CURRENT
PRECEDING YEAR


YEAR
CORRESPONDING
YEAR
CORRESPONDING


QUARTER
QUARTER
TO DATE
PERIOD


31.12.2000
31.12.1999
31.12.2000
31.12.1999


RM’000
RM’000
RM’000
RM’000











Turnover
59,133

170,074

393,986

698,280












Investment income
420

778

2,259

1,263












Other income including interest income
2,455

1,959

6,254

3,051












Operating profit/(loss) before interest on 









borrowings, depreciation and   









amortisation, exceptional items,









income tax and minority interests
38,185

(51,873)

172,571

31,303


 









Interest on borrowings
(6,956)

(19,501)

(38,738)

(97,978)


Depreciation and amortisation 
(681)

(7,726)

(25,835)

(29,335)


Exceptional items
(123,694)

-

(123,694)

-












Operating profit/(loss) after interest 
(93,146)

(79,100)

      (15,696)

(96,010)


on borrowings, depreciation and  









amortisation and exceptional items but  









before income tax and minority interests



















Share of profits of Associated Companies 
3,518

6,998

11,294

32,306












Profit/(Loss) before taxation and minority 
(89,628)

(72,102)

(4,402)

(63,704)


interests



















Taxation
2,127

(863)

(22,782)

(1,008)












Profit/(Loss) after taxation but before 
(87,501)

(72,965)

(27,184)

(64,712)


minority interests



















Minority interests
(14,434)

27,816

(58,140)

6,690












Profit/(Loss) after taxation attributable to 









Stockholders of  the Company
(101,935)

(45,149)

(85,324)

(58,022)












Earnings/(loss) per Stock Unit



















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

(13.37) sen

(25.26) sen

(17.18) sen












(ii)  Fully diluted 
N/A

N/A

N/A

N/A












CONSOLIDATED BALANCE SHEETS


AS AT

AS AT


31.12.2000

31.12.1999


RM’000

RM’000






FIXED ASSETS
358,860

371,797






INTEREST IN ASSOCIATED COMPANIES
71,799

82,214






LAND HELD FOR DEVELOPMENT
13,745

13,717






INVESTMENT SECURITIES
54,069

1,191,413






GOODWILL ON CONSOLIDATION
94,535

209,940






PURCHASED GOODWILL
1,459

1,806






INTANGIBLE ASSETS
1,497

-






EXPENDITURE CARRIED FORWARD
-

25,756






CURRENT ASSETS




Development properties and expenditure  
52,727

33,454

Stocks
19,473

40,073

Debtors
137,950

211,585

Tax Recoverable
6,231

3,669

Statutory deposits with Bank Negara Malaysia
-

221,122

Loans, advances and financing
-

4,508,596

Dealing securities
9,082

2,155

Deposits with financial institutions
381,116

88,363

Cash and short term funds
187,421

646,661

Amount due from Associated Company
28,056

-


822,056

5,755,678






CURRENT LIABILITIES




Creditors
129,934

240,606

Short term borrowings
47,328

114,916

Deposits and placements of banks and other financial 




institutions
-

959,738

Deposits from customers
-

5,044,689

Taxation
5,643

22,670


182,905

6,382,619






NET CURRENT ASSETS/(LIABILITIES)
639,151

(626,941)







1,235,115

1,269,702















































AS AT

AS AT


31.12.2000

31.12.1999


RM’000

RM’000

FINANCED BY









SHARE CAPITAL
337,794

337,794






RESERVES




Share premium
430,451

432,423

Revaluation reserve
50,191

-

Capital reserve
69

69

Statutory reserve
-

49,095

Exchange fluctuation reserve
2,788

3,247

Other reserves
-

-

Accumulated loss
(363,762)

(303,722)






STOCKHOLDERS’ FUNDS
457,531

518,906






MINORITY INTERESTS
349,599

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
51,101

131,726






DEFERRED INCOME
40

42






HIRE PURCHASE CREDITORS
6,322

9,293






DEFERRED TAXATION
1,187

1,454


1,235,115

1,269,702











NET TANGIBLE ASSETS PER STOCK UNIT
RM 1.07 

RM 0.83 






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

Exceptional items for the current quarter are comprised of the following :-


RM’000

a. Adjustment to goodwill on consolidation arising from the disposal 


 of subsidiary companies 
110,311




b. Provision for diminution in value of unquoted investment
13,383


123,694

3. Extraordinary Items

There were no extraordinary items for the period under review.

4. Taxation


Individual Quarter
Cumulative Quarter


Current
Preceding Year
Current
Preceding Year


Year
Corresponding
Year
Corresponding


Quarter
Quarter
To Date
Period


31.12.2000
31.12.1999
31.12.2000
31.12.1999


RM’000
RM’000
RM’000
RM’000











On current quarter/ period’s  









results
3,070

771

28,157

1,003


(Over)/under provision in prior









year
(5,049)

(10)

(5,085)

75


Transfer (from)/ to deferred









taxation
(148)

102

(290)

(70)













(2,127)

863

22,782

1,008


5. Pre-Acquisition Profits

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

Profit on sale of investments by the Group for the financial year ended 31 December 2000 amounted to RM5,926,000. There were no profits on sale of properties.

7. Quoted Securities

Details of purchases and sales of quoted securities by the Group for the financial year ended 31 December 2000 are as follows:


RM’000






Total purchases
16,333






Total disposals
4,370






Total loss on disposals
(21)






Details of investment in quoted securities by the Group as at 31 December 2000 are as follows :





RM’000






- at cost
39,005






- at carrying value
12,677






- at market value
19,517


8. Changes in the composition of the Group

On 8 June 2000, United Merchant Group Berhad (“UMG”), a 50.75% owned subsidiary, received the balance of the provisional cash consideration making a total of RM319,414,800 for the disposal of its entire equity interest in United Merchant Finance Berhad (“UMF”) comprising 229,000,000 ordinary share of RM1.00 each to Southern Bank Berhad. Accordingly, UMF ceased to be a subsidiary company with effect from the same date. The actual consideration was finally agreed at RM420 million on 21 September 2000.

On 18 December 2000, UMG completed the sale of 39,027,900 ordinary shares of RM1.00 each representing 50.1% equity interest in Perdana Merchant Bankers Berhad (“PMBB”) to Southern Bank Berhad for a cash consideration of RM24.8 million. Prior to this sale, PMBB was a 70.1% owned subsidiary of UMG. Accordingly, PMBB ceased to be a subsidiary company but  became an associate company with effect from the same date. 

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

9. Status of Corporate Proposals

(a)
Advance Synergy Furniture Sdn Bhd (Special Administrators Appointed) (“ASF”), a wholly-owned subsidiary of the Company, has entered into a Share Subscription Agreement  ("SSA") with Hotline Furniture Berhad ("HFB") and Pengurusan Danaharta Nasional Berhad ("Danaharta") on 28 February 2001 in relation to a proposal formulated by the Special Administrators of ASF to restructure and settle the outstanding debts of ASF in order to return ASF to a better financial footing.  Pursuant to the SSA, HFB shall subscribe for 24,000,000 new ordinary shares of RM1.00 each in ASF for a total subscription price of RM36,000,000 to be satisfied through the proposed issuance of up to 30,000,000 new ordinary shares of RM1.00 each in HFB at an issue price of RM1.20 per new HFB Share to ASF. The HFB Shares will be held on trust by Danaharta or any person appointed by Danaharta for the benefit of the creditors of ASF. 

(b) 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.

(c)
The proposed sale of the remaining 49% equity interest in PCV to Hirotako Holdings Berhad (“Hirotako”) is pending the sale consideration of RM20,090,000 to be satisfied by Hirotako of which  RM5,022,500 is to be satisfied by cash and the balance of RM15,067,500 is to be satisfied through the issuance of 6,304,393 new ordinary shares of RM1.00 in Hirotako ("Hirotako Shares") at an issue price of RM2.39 per Hirotako share.  Hirotako had covenanted to procure the underwriting for the Hirotako Shares for a cash sum of RM15,067,500.


All the relevant authorities' approvals and the approval from Hirotako's shareholders in respect of the proposed sale of the remaining 49% equity interest in PCV to Hirotako have been obtained.


(d)
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 current financial year 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 were detached from the RLS and CLS for purposes of undertaking the renounceable  offer for sale of the rights to allotment 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 in the Company at an offer price of RM0.20 per Warrant (“ROS”).  

Pursuant to the ROS, a total of 168,896,809 Warrants were issued by the Company on 29 August 2000.

12. Group Borrowings

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







AS AT

AS AT


31.12.2000

31.12.1999


RM’000

RM’000






Short term  - secured
26,669

42,618

                                 - unsecured
20,659

72,298






Long term  - secured
409,917

367,031

                                 - unsecured
10,519

8,875







467,764

490,822

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







AS AT

AS AT


31.12.2000

31.12.1999


RM’000

RM’000

US Dollars
123,603

103,652

Australian Dollars
25,615

33,375

Sterling Pounds
20,503

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


31.12.2000

31.12.1999


RM’000

RM’000

Claim by Inland Revenue Board for back taxes due
-

101

Direct credit substitute
-

77,257

Transaction related contingent items
-

10,964

Housing loans sold directly and indirectly to 




Cagamas Berhad
-

156,656

Obligation under underwriting commitments
-

25,500

Irrevocable commitments to extend credit 




- not exceeding one year
-

68,596

- more than one year
-

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







-

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 financial year ended 31 December 2000 are as follows :




Group

Total Tangible




Profit/(Loss)

Assets


Turnover

Before Taxation

Employed


RM’000

RM’000

RM’000








Investment holding and






management
5,676

(40,310)

52,582

Property development
32,567

1,298

95,764

Manufacturing
63,145

2,645

118,887

Financial and leasing services
235,206

13,492

680,342

Hotels and resorts
57,392

7,179

372,954


393,986

(15,696)

1,320,529

Associated Companies






  - share of results


11,294






(4,402)



                       






17. Comparison of Results with Preceding Quarter

The Group registered a loss before taxation of RM89.6 million for the quarter under review as compared to a profit before taxation of RM21.4 million for the preceding quarter ended 30 September 2000. The substantial pre-tax loss is attributable mainly to an exceptional loss of RM110.3 million resulting from the adjustment to goodwill on consolidation arising from the disposal of subsidiary companies.

18. Review of Performance

The exceptional loss arising from the disposal of subsidiary companies has adversely affected the Group’s results for the financial year ended 31 December 2000. Nevertheless, the Group had under improved operating conditions achieved a favourable pre-tax profit before exceptional items of RM119.3 million as compared to a pre-tax loss before exceptional items of RM63.7 million for the previous financial year ended 31 December 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) 
iSynergy Sdn Bhd ("iSynergy"), a 51% owned subsidiary company, has recently concluded an agreement with Engage Asia Ltd who will provide advertisement placement services for iSynergy’s portals (i.e rewardstreet.com.my, cosmocourt.com.my, t2texchange.com.my,   eofficemart.com.my). The statement presentment and e-commerce payment agreement with Mesiniaga Berhad for iSynergy’s portals will be concluded in March 2001. iSynergy is now targeting to launch the rewardstreet.com.my  in March 2001 with  the  remaining  portals to be launched  later in year 2001.


(b) 
Phase II of the Financial Portal of e-go.com Sdn Bhd ("e-go.com"), a 60% owned subsidiary company, which focuses on providing subscription based contents, products and services has started charging subscribers with effect from 1st February 2001 for contents relating to top 10 stock summary, full news from Bernama and Dow Jones, Kuala Lumpur Stock Exchange real-time stock quotes and historical interactive charting.  Development and content enhancement will still be an on-going process where additional new contents will be added.

      Phase III of the Financial Portal which main focus is transaction order routing is in place and is expected to be launched by May 2001.  e-go.com has signed a Memorandum of Understanding with Universiti Islam Antarabangsa to provide “Investment Simulation Game” as a teaching platform for financial investment market in Malaysia. This is an application which simulates on-line trading through the internet using real time stock prices, financial news and other technical and statistical tools.

The implementation of the Travel Portal has been  re-scheduled to end of  June 2001  as  e-go.com is currently concentrating in developing and rolling out its Financial Portal.  Nevertheless, e-go.com is progressively implementing the travel information content that resides at www.ipactravel.com.

22.   Dividend

The Directors do not recommend the payment of any dividend for the financial year ended 31 December 2000.

BY ORDER OF THE BOARD

ADVANCE SYNERGY BERHAD

SNG NGIAP KOON

Company Secretary

Date :  28 February 2001
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