
ADVANCE SYNERGY BERHAD

(Company No: 1225-D)

COMPANY ANNOUNCEMENT

UNAUDITED INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 

30 SEPTEMBER 2004

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited financial results of the Group for the three months ended 30 September 2004.

This interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of Bursa Malaysia Securities Berhad’s Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2003.

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS







Year To Date


3 months ended
9 months ended


30.09.2004
30.09.2003
30.09.2004
30.09.2003


RM’000
RM’000
RM’000
RM’000










Revenue
57,130

46,201

160,980

143,243










Cost of sales
(29,134)

(22,449)

(79,628)

(69,712)










Gross profit  
27,996

23,752

81,352

73,531










Other operating income 
1,414

2,246

5,890

11,697

 








Operating expenses
(24,899)

(20,942)

(75,000)

(66,318)



















Profit from operations
4,511

5,056

12,242

18,910










Finance cost
(5,316)

(6,260)

(15,960)

(18,302)










Share of results of associated companies 
2,368

4,487

11,937

11,368

  








Profit before taxation 
1,563

3,283

8,219

11,976










Taxation
(2,624)

(1,930)

(6,379)

(6,276)










(Loss) / Profit after taxation 
(1,061)

1,353

1,840

5,700










Minority interests
1,261

(1,685)

(780)

(7,629)










Net profit / (Loss) for the period
200

(332)

1,060

(1,929)

  








Earnings / (Loss) per stock unit

















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

 (0.10) sen

  0.31 sen

(0.57) sen










(ii) Fully diluted  
N/A

N/A

N/A

N/A










UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS


AS AT

30.09.2004

AS AT

31.12.2003

NON CURRENT ASSETS
RM’000

RM’000

PROPERTY, PLANT AND EQUIPMENT
408,299

399,880






INVESTMENT IN ASSOCIATED COMPANIES
62,141

58,925






LAND HELD FOR DEVELOPMENT
13,774

13,774






INVESTMENT SECURITIES
66,337

58,918






GOODWILL ON CONSOLIDATION
111,920

125,904






PURCHASED GOODWILL
1,431

1,569






INTANGIBLE ASSETS
7,214

8,366






DEPOSIT
30,000

30,000






CURRENT ASSETS




Development properties and expenditure  
29,974

28,401

Inventories
45,310

40,872

Receivables
138,489

113,370

Tax recoverable
13,228

11,032

Marketable securities
2,940

3,109

Deposits with financial institutions
83,113

119,464

Cash and bank balances 
43,001

43,201


356,055

359,449

CURRENT LIABILITIES




Payables
139,747

137,616

Bank overdrafts
1,819

1,291

Short term borrowings
8,636

8,167

Taxation
9,701

9,905


159,903

156,979






NET CURRENT ASSETS
196,152

202,470


897,268

899,806






FINANCED BY




SHARE CAPITAL
337,794

337,794






RESERVES
42,081

44,102






STOCKHOLDERS’ EQUITY
379,875

381,896






MINORITY INTERESTS
192,965

178,721






7% REDEEMABLE LOAN STOCKS 2000/2005 
74,979

93,676






7% CONVERTIBLE LOAN STOCKS 2000/2005 
182,761

182,761






TERM LOANS
60,377

56,565






HIRE PURCHASE AND LEASE CREDITORS
1,242

1,082






DEFERRED TAX LIABILITIES
4,847

4,876






RETIREMENT BENEFITS
172

193






DEFERRED INCOME
50

36


897,268

899,806

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2004


Share

Capital
Share

Premium
Capital

Reserve
Revaluation Reserve
Exchange

Fluctuation Reserve
Reserve on Consolidation
Accumulated

Losses
Total


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











Balance as at 









31 December 2003
337,794
430,437
(1,792)
46,724
11,956
10,897
(454,120)
381,896





















Translation loss
-
-
-
-
(2,452)
-
-
(2,452)





















Net loss not 









recognized in the









income statement
-
-
-
-
(2,452)
-
-
(2,452)











Amortisation of reserve






4


on consolidation
-
-
-
-
-
(629)
-
(629)











Net profit for the period
-
-
-
-
-
-
1,060
1,060











Balance as at 









  30 September 2004
337,794
430,437
(1,792)
46,724
9,504
10,268
(453,060)
379,875











FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2003


Share

Capital
Share

Premium
Capital

Reserve
Revaluation Reserve
Exchange

Fluctuation Reserve
Reserve on Consolidation
Accumulated

Losses
Total


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
-
-
-
-
3,517
-
-
3,517





















Net gain not 









recognized in the 









income statement
-
-
-
-
3,517
-
-
3,517











Amortisation of reserve









on consolidation
-
-
-
-
-
(629)
-
(629)











Net loss for the period
-
-
-
-
-
-
(1,929)
(1,929)











Balance as at 









  30 September 2003
337,794
430,437
(1,792)
50,596
8,030
11,107
(463,033)
373,139











UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2004









30.09.2004

30.09.2003

CASH FLOWS FROM OPERATING ACTIVITIES

RM'000

RM'000







Profit before taxation

8,219

11,976







Adjustments for :-





  Amortisation of goodwill on consolidation





- subsidiary companies

2,368

3,069

- associated companies

45

45

Amortisation of reserve on consolidation

(629)

(629)

Amortisation of intellectual property

1,238

200

Amortisation of software development expenditure

83

174

  Amortisation of purchased goodwill

83

74

  Bad debts written off

180

48

  Bad debts and financing recovered

(37)

(203)

Depreciation and amortisation

9,501

9,414

Gross dividend income

(1,772)

(239)

Gain on disposal of an associated company

-

(3,633)

Gain on disposal of quoted investment

(290)

(500)

  Interest expenses

15,960

18,302

  Interest income

(4,383)

(807)

  Net (gain) / loss on disposal of property, plant and equipment

(163)

2,918

Net gain on redemption of loan stocks

(377)

(4,377)

Property, plant and equipment written off

-

8

  Share of results of associated companies

(11,937)

(11,368)

Transfer to deferred income

14

15

Realised loss on foreign exchange

89

-

Unrealised loss / (gain) on foreign exchange 

1

(112)

Write back of provision for retirement benefits

(21)

(26)













Operating profit before working capital changes

18,172

24,349







(Increase) / Decrease in development properties and expenditure

(1,573)

16,733

(Increase) / Decrease in deposits with financial institutions

(244)

1,069

Increase in inventories

(5,373)

(11,540)

Increase in receivables

(11,118)

(22,227)

Decrease / (Increase) in marketable securities

169

(10,912)

Decrease in payables

(5,842)

(2,947)













Cash used in operations

(5,809)

(5,475)







Taxation paid

(4,991)

(4,690)













Net cash used in operating activities

(10,800)

(10,165)













CASH FLOWS FROM INVESTING ACTIVITIES











(Purchase) / disposal of investment securities

(7,400)

4,149

Acquisition of associated company

(152)

-

Additional investment in associated company

-

(477)

Acquisition of subsidiary company, net of cash and cash 





    equivalent acquired

(462)

-

Dividend received

6,672

7,589

Interest received

4,383

807

Proceeds from disposal of property, plant and equipment

1,864

382

Proceeds from disposal of shares in a subsidiary

6,286

-

Purchase of property, plant and equipment

(28,952)

(11,666)

Repayment from an associated company

3,000

-













Net cash used in from investing activities

(14,761)

784







UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2004 (CONTINUED)









30.09.2004

30.09.2003



RM'000

RM'000

CASH FLOWS FROM FINANCING ACTIVITIES











Acquisition of treasury shares

(365)

(326)

Interest paid

(13,426)

(22,596)

Dividend paid

(569)

(2,781)

Payments of underwriting expenses

(2,697)

-

Proceeds from issuance of shares by a subsidiary

23,857

-

Drawdown of short term borrowings

13,744

874

Repayment of short term borrowings

(13,969)

(3,722)

Drawdown of term loan

12,300

18,424

Repayment of term loans

(8,269)

(2,834)

Redemption / repurchase of loan stocks 

(18,409)

(84,903)

Repayment of hire-purchase and lease creditors

(1,157)

(886)













Net cash used in financing activities

(8,960)

(98,750)







Effect of exchange rate changes

(2,924)

(1,072)













NET DECREASE IN CASH AND CASH





 EQUIVALENTS

(37,445)

(109,203)

  





CASH AND CASH EQUIVALENTS AS AT BEGINNING OF 





 FINANCIAL PERIOD





 





As previously reported

157,582

302,686

Effect of exchange rate changes

(28)

93







As restated

157,554

302,779













CASH AND CASH EQUIVALENTS AS AT END OF





FINANCIAL PERIOD *

120,109

193,576



















*CASH AND CASH EQUIVALENTS AT THE END OF THE 





FINANCIAL PERIOD COMPRISE THE FOLLOWING : 











Deposits with financial institutions

83,113

153,103

Cash and bank balances

43,001

44,752

Bank overdrafts

(1,819)

(757)















124,295

197,098







Less  :  Deposits pledged to financial institutions 

(4,186)

(3,522)















120,109

193,576













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 Bursa Malaysia Securities Berhad’s Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2003.

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 2003.

2. Audit report

The auditors’ report on the financial statements for the year ended 31 December 2003 was not subject to any qualification.

3. Seasonal or cyclical factors 

The operations of the Group for the quarter ended 30 September 2004 were not materially affected by any seasonal or cyclical factors.

4. Unusual items

Other than the redemption 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 30 January 2004 and 30 April 2004 redeemed a total of RM18,697,768 equivalent nominal value of Redeemable Loan Stocks out of the balance of RM93,676,321 in issue. 

On 18 February 2004, Unified Communications Holdings Limited (“UCH”) issued 38,000,000 new ordinary shares of SGD0.08 each at SGD0.28 per share pursuant to UCH’s Initial Public Offering. These shares are fully paid-up and ranked pari passu in all respect with the existing ordinary shares of UCH.

During the financial quarter under review, Advance Synergy Capital Berhad (“ASC”) repurchased a total of 86,000 units of its ordinary shares from the open market for a total consideration of RM52,899. All the shares bought back were retained as treasury shares. As at 30 September 2004, the total number of treasury shares held were 1,430,545 shares. ASC is a 51.22%-owned subsidiary of the Company as at 30 September 2004.

Apart from the above, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial period ended 30 September 2004.

7. Dividends paid 

There was no payment of any dividend during the nine months ended 30 September 2004.

8. Segmental Reporting

For the financial period ended 30 September 2004


Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communications

Technology
Others
Eliminations
Total


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

Revenue








 External 
15,153
22,610
52,906
33,189
37,122
-
160,980

 Inter-segment 
5,025
15
-
-
-
(5,040)
-










Total revenue
20,178
22,625
52,906
33,189
37,122
(5,040)
160,980










Results








(Loss) / Profit before 
(16,382)
3,107
14,631
(1,191)
(2,250)
(1,633)
(3,718)

taxation

















Share of results of  








associated companies






11,937










Consolidated profit before








taxation 






8,219










Taxation






(6,379)










Consolidated profit after








taxation






1,840










Minority interests






(780)










Net profit for the financial








period






1,060











Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communications

Technology
Others
Eliminations
Total


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










Other information

















Segment assets
317,061
79,031
386,393 
168,793
30,524
-
981,802










Investment in associated








companies
62,141
-
-
-
-
-
62,141










Total assets






1,043,943



















Segment liabilities
308,185
10,426
90,865
25,080
35,227
-
469,783










Total liabilities






469,783










Capital expenditure
8,111
385
12,800
7,593
853
-
29,742










Depreciation
2,340
137
4,293
1,838
893
-
9,501










Non cash expenses

 other than depreciation
234
-
313
3,843
147
-
4,537










8.
Segmental Reporting (Continued)

For the financial period ended 30 September 2003


Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communications

Technology
Others
Eliminations
Total


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

Revenue








 External 
12,757
27,568
42,943
40,585
19,390
-
143,243

 Inter-segment 
6,301
15
-
-
-
(6,316)
-










Total revenue
19,058
27,583
42,943
40,585
19,390
(6,316)
143,243










Results








Profit/(Loss) before taxation
34,936
4,371
4,556
6,730
(8,385)
(41,600)
608










Share of results of  








associated companies






11,368










Consolidated profit








before taxation






11,976










Taxation






(6,276)










Consolidated profit 








after  taxation






5,700










Minority interests






(7,629)










Net loss for the financial








period






(1,929)











Investment

Holding
Property

Development 
Hotels and

Resorts
Information and Communications

Technology
Others
Eliminations
Total


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










Other information

















Segment assets
354,010
86,026
390,051
138,855
20,433
-
989,375










Investment in associated








companies
60,175
-
-
-
-
-
60,175



















Total assets






1,049,550



















Segment liabilities
329,210
13,132
81,688
29,250
30,873
-
484,153



















Total liabilities






484,153










Capital expenditure
8,866
33
1,772
1,625
615
-
12,911










Depreciation
1,596
132
4,442
1,488
1,756
-
9,414










Non cash expenses 

other than depreciation
453
-
156
2,954
3,106
-
6,669










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 2003.

10. Events subsequent to the balance sheet date

In conjunction with the extension of the duration and exercise period of the Company’s 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 (“Warrants Extension”), the Company had sought the concurrence of the Securities Commission (“SC”) in relation to a condition imposed by the SC in their approval letter dated 3 January 2000 for the Company’s proposals which were implemented in the same year. The proposals involved inter-alia, the 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 (“Restructuring Exercise”).

The SC, in approving the Restructuring Exercise had, inter-alia, imposed a moratorium on the sale of 50% of the warrants held by the directors and persons connected to them.  The Company had sought the concurrence of the SC that the moratorium will no longer be applicable in view of the Warrants Extension.

Consequently, the SC had via its letter dated 25 October 2004 informed that the moratorium imposed on 50% of the warrants held by the Directors of the Company and persons connected to them will no longer be applicable subject to the following conditions :-

i)
the Company, on behalf of the said warrantholders, is required to make an announcement in relation to the SC’s approval; and

ii)
the effective date for uplifting the moratorium shall be one (1) month after the said announcement.

In this regard, the Company had on 29 October 2004 released the said announcement and accordingly, the moratorium will be lifted from 29 November 2004.

Apart from the above, there were no events subsequent to the balance sheet date.

11.
Changes in the composition of the Group

On 5 January 2004, ASC had announced that its wholly-owned subsidiary, Triton Synergy Holdings Sdn Bhd (“TSH”) had completed the subscription of 784,000 new ordinary shares of RM1.00 each in BTV Productions Sdn Bhd (“BTV”) representing 70% of the equity interest in BTV pursuant to the Share Subscription Agreement dated 19 November 2003 entered into by TSH with Mr Yue Sau Hung and Mr Ng Weng Choong.

On 15 January 2004, Unified Communications Sdn Bhd (“UCSB”) and Unified Communications Pte Ltd (“UCPL”) became wholly-owned subsidiaries of UCH, a 70%-owned subsidiary of Worldwide Matrix Sdn Bhd (“WMSB”), which in turn is wholly-owned by the Company, upon the completion of the share transfer agreement dated 12 January 2004. Following the listing of UCH on the Singapore Exchange Securities Trading Limited on 19 February 2004, UCH became a 58.3%-owned subsidiary of the Company via WMSB. 

On 23 March 2004, the Company had announced that its subsidiary, Holiday Villas International Limited (“HVIL”) had acquired 100% equity interest in a shelf company, Edenbridge Resources Limited (“ERL”) comprising two (2) issued and fully paid-up ordinary shares of USD1.00 each. On 6 April 2004, ERL changed its name to Holiday Villa China Limited (“HVCL”). Subsequent to the increase in HVCL’s paid-up share capital to USD100.00 on 10 May 2004, HVCL became a 70%-owned subsidiary of HVIL.

Pursuant to a joint venture agreement dated 27 October 2003 entered into by UCSB with Ahead Mobile Inc, UCSB had on 19 April 2004 subscribed for 152,000 ordinary shares of RM1.00 each in Ahead Mobile Sdn Bhd (“AMSB”) for a cash consideration of RM152,000, representing 40% of the enlarged issued and paid-up share capital of AMSB. 

11.
Changes in the composition of the Group (Continued)

On 17 May 2004, UCPL had subscribed for 90,000 ordinary shares of Thai Baht 10.00 each in the share capital of Unified (Thailand) Ltd (“UTL”), representing 45% of the total issued and paid-up share capital of UTL for an aggregate consideration of Thai Baht 900,000. UTL has two classes of shares, i.e. 110,000 preference shares of Thai Baht 10.00 each forming 55% of the total issued and paid-up share capital with a voting right of one vote for every ten shares held and 90,000 ordinary shares of Thai Baht 10.00 each forming 45% of the total issued and paid-up share capital with a voting right of one vote for each share held. By virtue of UCPL controlling effectively 89% of the voting rights via the ordinary shares held in UTL, UTL is regarded as a subsidiary of UCPL with an effective interest of 89%.

The net assets of UTL as at the date of acquisition was RM87,000.

The effect of the acquisition on the interim financial statements are as follows :-





RM’000

Decrease in the Group’s net profit for :- 


- 3 months ended 30 September 2004
41

- 9 months ended 30 September 2004
41




Increase in the Group’s net assets 


as at 30 September 2004
46




Net cash outflow to date of acquisition
87

HVCL had on 14 June 2004 received the Certificate of Approval for Establishment of Enterprises with Foreign Investment in the People’s Republic of China dated 4 June 2004 for the establishment of a wholly-owned subsidiary, Changshu Holiday Villa Hotel Management Co., Ltd, in Changshu, China.   

On 9 July 2004, the Company had completed the acquisition of the remaining 50% equity interest comprising 3,000,000 ordinary shares of RM1.00 each in Diversified Gain Sdn Bhd (“DGSB”) from Berjaya Group Berhad (“BGB”) for a cash consideration of RM300,000 in the manner as set out in the agreement dated 9 December 2003 made between BGB and the Company and as varied by the parties through letters all dated 6 July 2004. Consequently, DGSB became a wholly-owned subsidiary of the Company.

The net liabilities of DGSB as at the date of acquisition was RM3.65 million and goodwill arising on consolidation amounted to RM3.95 million.

The effect of the acquisition on the interim financial statements are as follows :-





RM’000

Increase in the Group’s net profit for :- 


- 3 months ended 30 September 2004
360

- 9 months ended 30 September 2004
360




Decrease in the Group’s net assets 


as at 30 September 2004
3,290




Net cash outflow to date of acquisition
305

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 31 December 2003.

13. Review of performance

The Group generated a total revenue of RM160.98 million for the nine months ended 30 September 2004  compared to RM143.24 million for the corresponding period in the previous year, representing an improvement of 12.4%. The increase in revenue coupled with the savings in interest cost arising from the redemption of the Company’s Loan Stocks have resulted in a favourable net profit of RM1.06 million for the nine months ended 30 September 2004 compared to a net loss of RM1.93 million for the corresponding period in 2003.

14. Comparison of results with preceding quarter

The Group generated a total revenue of RM57.13 million for the quarter under review compared to RM48.98 million for the preceding quarter ended 30 June 2004. Although there has been an increase in revenue, the reduction in profit contribution from associated companies has resulted in a lower net profit for the Group of RM0.2 million for the quarter under review compared to a net profit of RM0.27 million for the preceding quarter ended 30 June 2004.
15. Current year prospects

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

16. Profit variance and shortfall in profit guarantee 

Not applicable.

17. Taxation 






3 months
Year 






ended
To Date






30.09.2004
30.09.2004






RM’000
RM’000

On current period’s results  









- Malaysian income tax




1,155

2,053


- Overseas taxation




17

132


Under provision in prior year




659

355


Transfer from deferred taxation




(17)

(91)


Share of income tax in associated companies 




810

3,930

















2,624

6,379


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 nine months ended 30 September 2004. 

19.    Quoted securities

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


3 months

Year



ended

To Date



30.09.2004

30.09.2004



RM’000

RM’000








Total purchases
107

799








Total disposals
(157)

(818)








Total profit on disposals
4

100








19.
Quoted securities (Continued)

Details of investment in quoted securities by the Group as at 30 September 2004 are as follows :-









RM’000






- at cost
31,054






- at carrying value
6,989






- at market value
8,727


20.
(i)
Status of corporate proposals

(a)
On 25 March 1996, the Company had announced that it had accepted the offer from Perbadanan Kemajuan Negeri Kedah (“PKNK”) to purchase from the Company 52,500,000 ordinary shares of RM1.00 each representing 70% equity interest in Kedah Marble Sdn Bhd (“KMSB”) for a total cash consideration of RM59,797,500 (“Proposed Sale of KMSB”). While the Proposed Sale of KMSB is still pending implementation, a Winding-Up Petition dated 25 March 2002 was served on KMSB, on or about 19 April 2002, by Malaysia Airports Sdn Bhd, a trade creditor of KMSB. On 11 June 2003, a Winding-Up Order was granted by the Kuala Lumpur High Court and the Official Receiver was appointed the Provisional Liquidator.  
The Company had on 14 June 2004 instituted legal action vide Alor Setar High Court Civil Suit No. 22-95-2004 against PKNK to recover its investment in KMSB. Details of this legal suit are set out in Note 23(iii).
(b) The approval of the SC for ASC’s Proposed Return of Capital (completed on 31 December 2002), Proposed Bonus Issue (completed on 31 December 2002), Proposed Acquisition of ACE Synergy Insurance Berhad (“ACE”) (completed on 15 January 2003) and Proposed Acquisition of Konsortium Bas Ekspres Semenanjung (M) Sdn Bhd (“KBES”) (rescinded on 13 November 2002) was subject to, inter alia, the condition that ASC 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 had on 6 January 2004 written to the SC seeking their approval to waive the said condition. 

(c)
On 13 November 2002, ASC had announced that under Practice Note 10/2001 of the Listing Requirements of Bursa Malaysia Securities Berhad (“Bursa Securities”) (“PN 10”), ASC was required by Bursa Securities 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 an entry into the public bus transport services sector as its new core business.  

However, the Proposed Acquisition of KBES was rescinded and 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 and Triton Commuter Sdn Bhd, were granted 530 public vehicles commercial licences by Lembaga Pelesenan Kenderaan Perdagangan for the provision of express, intra-city and feeder bus services.

The management of ASC, based on its business plans, would utilise the licences granted gradually. The ASC Group had todate purchased a total of 297 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. These buses have been placed under a refurbishment programme and will be brought into service gradually.

In view of this, ASC has been granted an extension of time to 31 December 2004 to regularise its level of operations in accordance with the provisions of PN 10.

The Board of ASC is closely monitoring the level of operations of ASC and it is expected that ASC will be able to regularise its level of operations during the 4th quarter of 2004.


20.
(i)
Status of corporate proposals (Continued)

(d)
On 17 June 2004, ASC had announced that Triton Ekspress Sdn Bhd (“TESB”), a wholly-owned subsidiary of ASC, had agreed in-principal to acquire a piece of leasehold land measuring approximately 19,350 square metres located at Lot PT 4251, Kawasan Perusahaan Pengkalan Chepa II in Kelantan Darul Naim from Perbadanan Kemajuan Iktisad Negeri Kelantan (“PKINK”) for a total purchase consideration of RM1,041,030.40 (“Proposed Acquisition”).

TESB and PKINK had on 1 September 2004 entered into a sale and purchase agreement (“SPA”) to purchase the abovementioned land. With the fulfilment of all the terms and conditions of the SPA, the Proposed Acquisition is deemed to be completed on 23 September 2004. 

(ii)
Status of utilisation of proceeds raised from any corporate proposal

As at 4 November 2004, an aggregate amount of approximately SGD5.4 million out of the total net proceeds of approximately SGD9.3 million raised by UCH from the public issue of its new shares to members of the public and institutional investors in Singapore have been utilised for the purposes set out in UCH’s prospectus dated 10 February 2004.

21. Group borrowings

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


As At

As At


30.09.2004

31.12.2003


RM’000

RM’000






Short term  - secured
8,637

5,399

                                 - unsecured
1,818

4,059






Long term  - secured
307,598

322,483

                                 - unsecured
10,519

10,519







328,572

342,460

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


As At

As At


30.09.2004

31.12.2003


RM’000

RM’000






US Dollars
90,126

92,465

Australian Dollars
23,669

29,528

Sterling Pounds
31,442

32,801

Singapore Dollars
2,521

2,769

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

(i)
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.

(ii)
A third party action was filed by American Home Assurance Company (“AHA”) on 24 October 2002 against Rewardstreet.com (Malaysia) Sdn Bhd, a wholly-owned subsidiary of iSynergy Sdn Bhd, which in turn is a 51%-owned subsidiary of the Company. AHA is sued as a Defendant in the main suit filed by Ultra Dimension Sdn Bhd as Plaintiff for, inter alia, the alleged infringement of their copyright via the AHA Privilege Cash-In Rebate Cards.  An application filed by Rewardstreet.com (Malaysia) Sdn Bhd to strike-out the third party action by AHA on the basis that AHA was responsible for the design and that no cause of action lay against Rewardstreet.com (Malaysia) Sdn Bhd, was not successful.  The matter is now fixed for case management on 23 November 2004. The solicitors are of the opinion that the outcome may be favourable.

23.
Material litigation (Continued)

(iii)
The Company had on 14 June 2004 instituted legal action against PKNK to recover its investment of RM52,500,000 in KMSB together with other sums, damages, interests and costs. The Writ of Summons dated 14 June 2004 and Statement of Claim dated 8 June 2004 were served on PKNK via AR Registered Post on 10 July 2004. The Company’s solicitors have obtained the signed and sealed copy of the Judgment in Default of Appearance (“Default Judgment”) dated 1 August 2004 from the Court for the sum of RM52,500,000, interest thereon at the rate of 8% per annum from the date of Judgment to the date of realisation and cost of RM225. The Default Judgment was subsequently served on PKNK via AR Registered Post on 13 October 2004 with a demand for payment of the Judgment Sum within 30 days after receipt of the same by PKNK. On 19 October 2004, the Company’s solicitors were notified that PKNK has appointed Messrs Ramli Amar Jit & Tan, Advocates & Solicitors to act for PKNK in the legal action.

24. Dividend

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

25. Earnings per stock unit

The calculation of basic earnings per stock unit for the three months ended 30 September 2004 is based on the Group's net profit for the financial period of RM200,000 divided by the number of stock units in issue during the period of 337,793,619.

26. Status of E-commerce activities

Not applicable.

BY ORDER OF THE BOARD

ADVANCE SYNERGY BERHAD

HO TSAE FENG

Company Secretary

Date: 9 November 2004    



