
ADVANCE SYNERGY BERHAD

(Company No: 1225-D)

COMPANY ANNOUNCEMENT

UNAUDITED INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 31 MARCH 2003

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited financial results of the Group for the three months ended 31 March 2003.

This interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002.

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS



Year To Date


3 months ended
3 months ended


31.03.2003
31.03.2002
31.03.2003
31.03.2002


RM’000
RM’000
RM’000
RM’000










Revenue
44,207

41,424

44,207

41,424










Cost of sales
(22,116)

(22,195)

(22,116)

(22,195)










Gross profit  
22,091

19,229

22,091

19,229










Other operating income 
8,041

2,202

8,041

2,202

 








Operating expenses
(24,052)

(13,513)

(24,052)

(13,513)



















Profit from operations
6,080

7,918

6,080

7,918










Finance cost
(5,955)

(7,626)

(5,955)

(7,626)










Share of results of associated companies 
3,963

1,187

3,963

1,187

  








Profit before taxation 
4,088

1,479

4,088

1,479










Taxation
(2,656)

(2,519)

(2,656)

(2,519)










Profit/(Loss) after taxation 
1,432

(1,040)

1,432

(1,040)










Minority interests
(3,338)

(2,283)

(3,338)

(2,283)










Net Loss for the period
(1,906)

(3,323)

(1,906)

(3,323)

  








Loss per stock unit

















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

(0.98) sen

(0.56) sen

(0.98) sen










(ii) Fully diluted  
N/A

N/A

N/A

N/A









UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEET


AS AT

31.03.2003

AS AT

31.12.2002

NON CURRENT ASSETS
RM’000

RM’000

PROPERTY, PLANT AND EQUIPMENT
359,486

362,929






INVESTMENT IN ASSOCIATED COMPANIES
62,240

90,266






LAND HELD FOR DEVELOPMENT
13,774

13,774






INVESTMENT SECURITIES
51,249

51,249






GOODWILL ON CONSOLIDATION
130,175

131,207






PURCHASED GOODWILL
1,370

1,298






INTANGIBLE ASSETS
374

499






DEPOSIT
30,000

30,000






CURRENT ASSETS




Development properties and expenditure  
33,883

42,858

Inventories
35,794

30,081

Receivables
93,002

82,854

Tax recoverable
8,867

8,867

Dealing securities
14,908

4,623

Deposits with financial institutions
181,173

129,964

Cash and bank balances 
22,504

178,268


390,131

477,515

CURRENT LIABILITIES




Payables
150,872

149,803

Bank overdrafts
1,480

957

Short term borrowings
5,435

8,394

Taxation
8,333

8,927


166,120

168,081






NET CURRENT ASSETS
224,011

309,434


872,679

990,656






FINANCED BY




SHARE CAPITAL


337,794

337,794

RESERVES
33,063

34,386






STOCKHOLDERS’ EQUITY
370,857

372,180






MINORITY INTERESTS
175,608

207,277






7% REDEEMABLE LOAN STOCKS 2000/2005 
102,760

185,874






7% CONVERTIBLE LOAN STOCKS 2000/2005 
182,761

183,461






TERM LOANS
38,495

39,455






HIRE PURCHASE AND LEASE CREDITORS
553

701






DEFERRED TAXATION
1,456

1,508






RETIREMENT BENEFITS
137

163






DEFERRED INCOME
52

37


872,679

990,656

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD ENDED 31 MARCH 2003 









      Exchange        Reserve
        Accumu-


Share
Share
Capital
Revaluation
Fluctuation
on Conso-
lated 
Total


Capital
Premium
Reserve
Reserve
Reserve
lidation
Losses



RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000











Balance as at 









31 December 2002
337,794
430,437
(1,792)
50,596
4,513
11,736
(461,104)
372,180











Translation gain
-
-
-
-
   793
-
-
793











Net gain not 









recognised in  









the income









statement
-
-
-
-
   793
-
-
793











Amortisation of 









reserve on









consolidation
-
-
-
-
-
  (210)
-
(210)











Net loss for the 









period
-
-
-
-
-
-
(1,906)
(1,906)





















Balance as at 









31 March 2003
337,794
430,437
(1,792)
50,596
5,306
11,526
(463,010)
370,857































UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT




FOR THE PERIOD ENDED 31 MARCH 2003









CASH FLOWS FROM OPERATING ACTIVITIES

RM’000







Profit before taxation

4,088







Adjustments for :-









  Allowance for doubtful debts 

(24)


Amortisation of goodwill on consolidation




- subsidiary companies

1,032


- associated companies

15


Amortisation of reserve on consolidation

(210)


  Amortisation of intangible assets

125


  Amortisation of purchased goodwill

24


  Bad debts written off

27


  Bad debts and financing recovered

(21)


  Depreciation/amortisation

3,799


Transfer to deferred income 

15


  Interest expenses

5,955


  Interest income

(299)


  Net loss on disposal of property, plant and equipment

2,394


  Net gain on redemption of loan stocks

(4,126)


Gain on disposal of associated company

(3,633)


Write back of provision for retirement benefits

(26)


  Share of results of associated companies

(3,963)


Unrealised gain on foreign exchange

(79)












Operating profit before working capital changes

5,093







Decrease in development properties and expenditure

8,975


Increase in inventories

(5,713)


Increase in receivables

(10,128)


Increase in dealing securities

(10,285)


Increase in payables

6,192







Cash used in operations

(5,866)







Taxation paid

(2,187)







Net cash used in operating activities

(8,053)

















CASH FLOWS FROM INVESTING ACTIVITIES







Interest received

299

Proceeds from disposal of property, plant and equipment

86

Purchase of property, plant and equipment 

(1,827)

Capitalisation of additional cost of investment in associated company

(477)





  



Net cash used in investing activities

(1,919)

   













UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENT




FOR THE PERIOD ENDED 31 MARCH 2003 (CONTINUED)









CASH FLOWS FROM FINANCING ACTIVITIES

RM’000







Repayment of short term borrowings

(2,283)


Repayment of term loans

(2,016)


Redemption/Repurchase of loan stocks 

(79,625)


Interest paid

(11,658)


Repayment of hire-purchase and lease creditors

(440)












Net cash used in financing activities

(96,022)







Effect of exchange rate changes

878







NET DECREASE IN CASH AND CASH EQUIVALENTS

(105,116)


  




CASH AND CASH EQUIVALENTS AS AT BEGINNING OF 




 FINANCIAL PERIOD




 




As previously reported

302,686


Effect of exchange rate changes

38







As restated

302,724







CASH AND CASH EQUIVALENTS AS AT END OF




FINANCIAL PERIOD *

197,608






















*CASH AND CASH EQUIVALENTS AT THE END OF THE 




FINANCIAL PERIOD COMPRISE THE FOLLOWING : 









Deposits with financial institutions

181,173


Cash and bank balances

22,504


Bank overdrafts

(1,480)









202,197







Less  :  Deposits pledged to financial institutions 

(4,589)














197,608

















NOTES TO THE INTERIM FINANCIAL REPORT

1. Basis of preparation 

The interim financial report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2002.

2. Audit report

The auditors’ report on the financial statements for the year ended 31 December 2002 was not subject to any qualification.

3. Seasonal or cyclical factors 

The operations of the Group for the quarter ended 31 March 2003 were not materially affected by any seasonal or cyclical factors.

4. Unusual items

Other than the redemption/repurchase of loan stocks as disclosed in Note 6, there were no unusual items  for the financial period under review.

5. Changes in estimates

There were no changes in estimates of amounts reported in prior financial years that have a material effect in the quarter under review.

6. Debt and equity securities

The Company had on 10 January 2003 and 13 February 2003 redeemed a total of RM83,114,053 equivalent nominal value of Redeemable Loan Stocks out of a total of RM185,874,269 in issue and repurchased a total of RM699,358 equivalent nominal value of Convertible Loan Stocks out of a total of RM183,460,787 in issue.

Apart from the above, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial period ended 31 March 2003.

7. Dividends paid 

There was no payment of any dividend during the three months ended 31 March 2003.

8. Segmental Reporting

For the financial period ended 31 March 2003


Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communication

Technology
Others
Eliminations
Total


RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000

Revenue








 External 
4,930
10,214
15,217
8,224
5,622
-
44,207

 Inter-segment 
1,260
6
-
-
-
(1,266)
-










Total revenue
6,190
10,220
15,217
8,224
5,622
(1,266)
44,207










Results








Profit/(Loss) before taxation
42,677
1,698
(76)
(740)
(4,627)
(38,807)
125










Share of results of  








associated companies
3,963
-
-
-
-
-
3,963










Consolidated profit








before taxation






4,088










Taxation






(2,656)










Consolidated profit








after taxation






1,432










Minority interests






(3,338)










Net loss for the financial 








 period






(1,906)











Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communication

Technology
Others
Eliminations
Total


RM'000
RM'000
RM'000
RM'000
RM'000
RM'000
RM'000










Other information

















Segment assets
380,842
84,737
354,128
130,323
17,662
-
967,692










Investment in associated








companies
62,240
-
-
-
-
-
62,240










Total assets






1,029,932










Segment liabilities
333,038
12,825
66,722
41,487
28,473
-
482,545










Total liabilities






482,545










Capital expenditure
1,370
3
283
848
132
-
2,636

Depreciation
366
43
1,716
564
1,110
-
3,799

Non cash expenses other than depreciation
330
-
72
998
2,270
-
3,670



















9. Property, plant and equipment

The valuations of land and buildings have been brought forward without amendment from the financial statements for the year ended 31 December 2002.

10. Events subsequent to the balance sheet date

For events subsequent to the balance sheet date, please refer to notes 20(f), 20(g) and 20(h).

11. Changes in the composition of the Group

On 10 January 2003, the Company had announced that it had acquired 100% equity interest in a shelf company, Exclusive Outlook Sdn Bhd, comprising two (2) ordinary shares of RM1.00 each, fully paid up for a cash consideration of RM2.00. Exclusive Outlook Sdn Bhd had on 5 February 2003 changed its name to Strategic Research & Consultancy Sdn Bhd.

On 15 January 2003, the Company had announced that the proposed disposal of its entire 49% equity interest comprising 49,000,000 ordinary shares of RM1.00 each in ACE Synergy Insurance Berhad to Advance Synergy Capital Berhad (“ASC”), a 50.76% owned subsidiary, had been completed on that date.

The Company had on 7 March 2003 announced that it had disposed of the entire equity interest comprising two (2) shares of 1 Kina each in ASB Timber (PNG) Limited for a cash consideration of RM2.00 to Dato’ Abdul Manaf Bin Abdul Hamid.

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

12. Changes in contingent liabilities

There were no changes in contingent liabilities since the last annual balance sheet as at 31 December 2002.

13. Review of performance

For the quarter ended 31 March 2003, the Group generated a total revenue of RM44.2 million compared to RM41.4 million for the corresponding period in the previous year. The increase in revenue for the financial period under review is attributable mainly to the acquisitions of Unified Communications Sdn Bhd and Unified Communications Pte Ltd in August 2002.

The Group managed to achieve a favourable pre-tax profit of RM4.09 million for the quarter under review as compared to RM1.48 million for the corresponding period in the year 2002. The pre-tax profit for the quarter under review includes a gain of RM4.1 million realised by the Company from the early redemption of Redeemable Loan Stocks and repurchase of Convertible Loan Stocks.

14.  Comparison of results with preceding quarter

The Group registered a profit before taxation of RM4.09 million for the quarter under review as compared to a loss before taxation of RM55.3 million for the preceding quarter ended 31 December 2002. The loss for the preceding quarter was attributable mainly to the recognition of an impairment loss of RM50.22 million in respect of the Company’s investment in a quoted subsidiary company.

15. Current year prospects

Barring unforeseen circumstances, the Directors are hopeful that the Group will achieve positive results for the current financial year.

16. Profit variance and shortfall in profit guarantee 

Not applicable.

17. Taxation 




3 months
Year To




ended
 Date




31.03.2003
31.03.2003




RM’000
RM’000

On current period’s results  









- Malaysian income tax




1,552

1,552


- Overseas taxation




33

33


Transfer from deferred taxation




(45)

(45)


Share of income tax in associated companies 




1,116

1,116

















2,656

2,656


The effective tax rate of the Group for the financial period under review is higher than the statutory tax rate. This is mainly due to certain expenses which were not deductible for taxation purposes and the non-availability of group relief where tax losses of certain subsidiary companies cannot be set off against the taxable income of other subsidiary companies. 

18. Unquoted investments and properties

There was no sale of unquoted investments and properties for the three months ended 31 March 2003. 

19. Quoted securities

Details of purchases and sales of quoted securities by the Group are as follows:


3 months

Year To



ended

 Date



31.03.2003

31.03.2003



RM’000

RM’000








Total purchases
560

560








Total disposals
353

353








Total loss on disposals
32

32








Details of investment in quoted securities by the Group as at 31 March 2003 are as follows :





RM’000






- at cost
31,285






- at carrying value
6,891






- at market value
8,212


20. Status of corporate proposals


(a)
Advance Synergy Furniture Sdn Bhd (Special Administrators Appointed) (“ASF”), is a wholly-owned subsidiary under Special Administration. The proposed restructuring scheme formulated by the Special Administrators of ASF through the Share Subscription Agreement dated 28 February 2001 entered into by ASF with Hotline Furniture Berhad and Pengurusan Danaharta Nasional Berhad which formed the integral part of the proposed restructuring scheme have been aborted by a Notice of Termination dated 9 April 2002 and effective on the same date (as announced by the Company on 11 April 2002). 

On 28 October 2002, the Company had announced that on 25 October 2002, it had been notified by the Special Administrators, that the Modifications to the Proposal of the Special Administrators dated 16 September 2002 (“Modifications to the Proposal”) was approved in accordance with Section 46(4) of the Pengurusan Danaharta Nasional Berhad Act, 1998 at a secured creditors meeting held on 24 October 2002.

The Modifications to the Proposal proposes that the assets of ASF be liquidated and that an Approved Liquidator be appointed whereupon the Special Administrators’ appointment will be terminated.

The termination of the Special Administration took effect from 24 October 2002 with the appointment of the Liquidator, Mr. Saw Eng Guan of Messrs. Saw & Co, Chartered Accountants (M).

(b) 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.

(c)
The approval of the Securities Commission (“SC”) for the Proposed Return of Capital (completed on 31 December 2002), Proposed Bonus Issue (completed on 31 December 2002), Proposed Acquisition of ACE (completed on 15 January 2003) and Proposed Acquisition of Konsortium Bas Express Semenanjung (M) Sdn Bhd (“KBES”) (rescinded on 13 November 2002) was subject to inter alia the condition that ASC, a 50.76% owned subsidiary, be required to either liquidate or dispose of ASC Equities Sdn Bhd and ASC Credit Sdn Bhd within one (1) year from the date of the completion of the Proposed Acquisition of ACE and Proposed Acquisition of KBES.  ASC would appeal on that aforesaid condition in due course.

(d) On 19 March 2002, ASC had announced that it had entered into a Sale and Purchase Agreement (STC SPA) with Super Trans Capital Sdn Bhd (vendor) and Mr Lau Chan Seng (the Guarantor) to acquire the entire equity interest in Super Trans Corporation Sdn Bhd (“STC”) comprising 5,000,000 ordinary shares of RM1.00 each for a total cash consideration of RM21,604,000 (“Proposed Acquisition of STC”).

On 6 May 2002, ASC had announced that it had entered into a Supplemental Agreement (Ancillary SA) with the vendor to vary certain terms in the STC SPA, inter alia, to suspend the Proposed Acquisition of STC pending resolution of the winding-up issue discovered in the due diligence exercise.

On 19 March 2003, ASC announced that it had rescinded the Proposed Acquisition of STC.

The Vendor and the Guarantor were given up to a period of six (6) months to resolve a winding up order of  STC, and the failure to resolve the winding up order of STC resulted in the Board of Directors of ASC resolving to rescind the Proposed Acquisition of STC.  

Accordingly, ASC has instructed its solicitors to recover the deposit of RM2,160,400.  The deposit was refunded to ASC on 17 March 2003.

(e) On 13 November 2002, ASC had announced that under Practice Note 10/2001 of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”) (PN 10), ASC was required by the KLSE to comply with certain requirements including a level of operations that would be adequate to warrant continued trading and/or listing on the Official List. The Proposed Acquisition of KBES was intended to allow ASC to gain entry into the bus transport services sector as its new core business.


Notwithstanding the termination of the Proposed Acquisition of KBES, ASC had commenced to implement its new core business by developing its own public bus transport services internally. On 22 July 2002, its two wholly-owned subsidiaries, namely Triton Express Sdn Bhd (formerly known as Adat Ria Sdn Bhd) and Triton Commuter Sdn Bhd (formerly known as Koleksi Setia Sdn Bhd) were granted 530 public commercial licences by Lembaga Pelesenan Kenderaan Perdagangan for the provision of express, intra-city and feeder bus services as follows:

Type
No. of licences granted

Express – normal

100


Express – VIP

50


Intra – city

180


Feeder

200




530







The management of ASC, based on its business plans, would utilise the licences granted gradually. The ASC Group had todate purchased 290 buses to be utilised for the provision of the various bus services to generate the necessary revenue to comply with the level of operations that would be adequate to warrant continued trading and/or listing on the Official List.


On 3 December 2002, ASC had announced that, the KLSE had via its letter dated 26 November 2002 confirmed that ASC was currently still an affected listed issuer pursuant to paragraph 2.1 of PN 10 due to its inadequate level of operations based on the quarterly results of ASC for the period ended 30 September 2002.


In view of the above, ASC had on 12 December 2002 written to the KLSE to seek for an extension of time of up to 30 September 2003, for ASC to regularise its level of operations in accordance with the provisions of PN 10.


On 14 January 2003, ASC had announced that the KLSE had via its letter dated 13 January 2003, approved the required extension of time of up to 30 September 2003, for ASC to regularise its level of operations in accordance with the provisions of PN 10. 

(f)
On 9 April 2003, the Company announced the proposal to extend the duration and exercise period of the outstanding Warrants 2000/2003 by five (5) years from 28 August 2003 up to and including 28 August 2008 and thereafter the option to extend the exercise period for a further period of two (2) years expiring on 28 August 2010.  The proposal is pending approvals to be obtained from the Securities Commission, the stockholders and warrantholders of the Company, and any other relevant regulatory authorities. 

(g) On 8 May 2003, the Company had announced that it proposes to list Unified Communications Sdn Bhd (“UCSB”) and Unified Communications Pte Ltd (“UCPL”) via a newly incorporated company (“Listco”) on the Singapore Exchange Securities Trading Limited (“Proposed Listing”).  The Company currently owns 70% equity interest in UCSB and UCPL via Worldwide Matrix Sdn Bhd, a wholly-owned subsidiary of the Company.

The Company is still in consultation with the other shareholders of UCSB and UCPL, namely, PrimeAce Holdings Sdn Bhd and Mr Wong Tze Leng to finalise the structure of the Proposed Listing.

(h) On 8 May 2003, ASC had announced that it had entered into a share subscription agreement with Hicom Australia Pty Ltd (Hicom Australia) and Frank Michael Turrisi to subscribe for 615,000 new ordinary shares in Quality Bus & Coach (M) Sdn Bhd (“QBC”) (formerly known as Comfort Solution Sdn Bhd) for a cash consideration of RM615,000, representing 51% of the enlarged issued and paid up share capital of QBC (“Share Subscription”).

The Share Subscription is subject to the following approvals (where applicable) being obtained :-

(i)   
the Ministry of International Trade and Industry; and

(ii) any other relevant authority.
21. Group borrowings

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


As At

As At


31.03.2003

31.12.2002


RM’000

RM’000

Short term  - secured
4,232

6,717

                                 - unsecured
2,683

2,634






Long term  - secured
313,221

398,148

                                 - unsecured
10,795

10,642


330,931

418,141

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


As At

As At


31.03.2003

31.12.2002


RM’000

RM’000

US Dollars
98,732

123,603

Australian Dollars
25,584

25,962

Sterling Pounds
16,602

17,557






22. 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.

23. 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.

24. Dividend

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

25. Earnings per stock unit

The calculation of basic loss per stock unit for the three months ended 31 March 2003 is based on the Group's net loss for the financial period of RM1,906,402 divided by the number of stock units in issue during the period of 337,793,619.

26. Status of E-commerce activities

iSynergy Sdn Bhd, a 51% owned subsidiary, has decided not to proceed with the launch of the t2texchange.com.my portal as the demand for such product would not be encouraging due to the current economic condition.

BY ORDER OF THE BOARD

ADVANCE SYNERGY BERHAD

SNG NGIAP KOON

Company Secretary

Date: 30 May 2003
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