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COMPANY ANNOUNCEMENT

UNAUDITED INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 

30 JUNE 2005

The Board of Directors of Advance Synergy Berhad wishes to announce the unaudited financial results of the Group for the three months ended 30 June 2005.

This interim report is prepared in accordance with Financial Reporting Standards (“FRS”) No. 134 “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 2004.

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENTS

	
	
	

	
	
	        Year To Date

	
	3 months ended
	        6 months ended

	
	30.06.2005
	30.06.2004
	30.06.2005
	30.06.2004

	
	RM’000
	RM’000
	    RM’000
	RM’000

	
	
	
	
	
	
	
	

	Revenue
	58,957
	
	48,984
	
	113,612
	
	103,850

	
	
	
	
	
	
	
	

	Cost of sales
	(25,961)
	
	(23,683)
	
	(52,439)
	
	(50,494)

	
	
	
	
	
	
	
	

	Gross profit 
	32,996
	
	25,301
	
	61,173
	
	53,356

	
	
	
	
	
	
	
	

	Other operating income 
	8,471
	
	2,818
	
	14,159
	
	4,476

	 
	
	
	
	
	
	
	

	Operating expenses
	(37,067)
	
	(25,262)
	
	(66,520)
	
	(50,101)

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Profit from operations
	4,400
	
	2,857
	
	8,812
	
	7,731

	
	
	
	
	
	
	
	

	Finance cost
	(4,561)
	
	(5,025)
	
	(10,611)
	
	(10,644)

	
	
	
	
	
	
	
	

	Share of results of associated companies 
	8,727
	
	4,823
	
	18,598
	
	9,569

	  
	
	
	
	
	
	
	

	Profit before taxation 
	8,566
	
	2,655
	
	16,799
	
	6,656

	
	
	
	
	
	
	
	

	Taxation
	(2,213)
	
	(1,299)
	
	(6,308)
	
	(3,755)

	
	
	
	
	
	
	
	

	Profit after taxation 
	6,353
	
	1,356
	
	10,491
	
	2,901

	
	
	
	
	
	
	
	

	Minority interests
	(3,406)
	
	(1,082)
	
	(5,842)
	
	(2,041)

	
	
	
	
	
	
	
	

	Net profit for the period
	2,947
	
	274
	
	4,649
	
	860

	  
	
	
	
	
	
	
	

	Earnings per stock unit
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	(i) Basic (based on 337,793,619 stock units)
	0.87 sen
	
	0.08 sen
	
	1.38 sen
	
	0.25 sen

	
	
	
	
	
	
	
	

	(ii) Fully diluted  
	N/A
	
	N/A
	
	N/A
	
	N/A

	
	
	
	
	
	
	
	


UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

	
	     AS AT

30.06.2005
	
	     AS AT

31.12.2004

	NON CURRENT ASSETS
	   RM’000
	
	   RM’000

	PROPERTY, PLANT AND EQUIPMENT
	437,300
	
	419,028

	
	
	
	

	INVESTMENT IN ASSOCIATED COMPANIES
	74,322
	
	65,829

	
	
	
	

	LAND HELD FOR DEVELOPMENT
	13,774
	
	13,774

	
	
	
	

	INVESTMENT SECURITIES
	89,480
	
	69,210

	
	
	
	

	GOODWILL ON CONSOLIDATION
	106,664
	
	111,511

	
	
	
	

	PURCHASED GOODWILL
	1,464
	
	1,554

	
	
	
	

	INTANGIBLE ASSETS
	4,826
	
	4,922

	
	
	
	

	DEFERRED TAX ASSETS
	1,409
	
	1,443

	
	
	
	

	CURRENT ASSETS
	
	
	

	Property development costs 
	36,378
	
	21,680

	Accrued progress billings
	13,984
	
	20,040

	Inventories
	45,395
	
	45,242

	Receivables
	86,597
	
	117,464

	Tax recoverable
	12,291
	
	12,229

	Marketable securities
	3,363
	
	3,000

	Short term deposits
	29,470
	
	82,696

	Cash and bank balances 
	37,218
	
	42,532

	
	264,696
	
	344,883

	CURRENT LIABILITIES
	
	
	

	Progress billings
	-
	
	58

	Payables
	84,088
	
	94,363

	Bank overdrafts
	1,400
	
	2,567

	Short term borrowings
	164,250
	
	32,805

	Taxation
	8,482
	
	8,990

	
	258,220
	
	138,783

	
	
	
	

	NET CURRENT ASSETS
	6,476
	
	206,100

	
	735,715
	
	893,371

	
	
	
	

	FINANCED BY
	
	
	

	SHARE CAPITAL
	337,794
	
	337,794

	
	
	
	

	RESERVES
	53,234
	
	52,325

	
	
	
	

	STOCKHOLDERS’ EQUITY
	391,028
	
	390,119

	
	
	
	

	MINORITY INTERESTS
	183,413
	
	182,972

	
	
	
	

	7% REDEEMABLE LOAN STOCKS 2000/2005 
	-
	
	74,979

	
	
	
	

	7% CONVERTIBLE LOAN STOCKS 2000/2005 
	-
	
	182,761

	
	
	
	

	TERM LOANS
	154,984
	
	55,868

	
	
	
	

	HIRE PURCHASE AND LEASE CREDITORS
	1,203
	
	1,216

	
	
	
	

	DEFERRED TAX LIABILITIES
	4,799
	
	5,197

	
	
	
	

	RETIREMENT BENEFITS
	240
	
	225

	
	
	
	

	DEFERRED INCOME
	48
	
	34

	
	735,715
	
	893,371


UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2005

	
	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 
	
	
	
	
	
	
	
	

	1 January 2005
	337,794
	430,437
	(1,792)
	46,724
	15,533
	10,058
	(448,635)
	390,119

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Translation loss
	-
	-
	-
	-
	(3,321)
	-
	-
	(3,321)

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net loss not 
	
	
	
	
	
	
	
	

	recognised in  
	
	
	
	
	
	
	
	

	the income
	
	
	
	
	
	
	
	

	statements
	-
	-
	-
	-
	(3,321)
	-
	-
	(3,321)

	
	
	
	
	
	
	
	
	

	Amortisation of reserve
	
	
	
	
	
	
	
	

	on consolidation
	-
	-
	-
	-
	-
	(419)
	-
	(419)

	
	
	
	
	
	
	
	
	

	Net profit for the
	-
	-
	-
	-
	-
	-
	4,649
	4,649

	   period
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Balance as at 
	
	
	
	
	
	
	
	

	  30 June 2005
	337,794
	430,437
	(1,792)
	46,724
	12,212
	9,639
	(443,986)
	391,028

	
	
	
	
	
	
	
	
	


FOR THE SIX MONTHS ENDED 30 JUNE 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 
	
	
	
	
	
	
	
	

	1 January 2004
	337,794
	430,437
	(1,792)
	46,724
	11,956
	10,897
	(454,120)
	381,896

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Translation loss
	-
	-
	-
	-
	(2,358)
	-
	-
	(2,358)

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Net loss not 
	
	
	
	
	
	
	
	

	recognised in
	
	
	
	
	
	
	
	

	the income 
	
	
	
	
	
	
	
	

	statements
	-
	-
	-
	-
	(2,358)
	-
	-
	(2,358)

	
	
	
	
	
	
	
	
	

	Amortisation of reserve
	
	
	
	
	
	
	
	

	on consolidation
	-
	-
	-
	-
	-
	(419)
	-
	(419)

	
	
	
	
	
	
	
	
	

	Net profit for the 
	
	
	
	
	
	
	
	

	   period
	-
	-
	-
	-
	-
	-
	860
	860

	
	
	
	
	
	
	
	
	

	Balance as at 
	
	
	
	
	
	
	
	

	  30 June 2004
	337,794
	430,437
	(1,792)
	46,724
	9,598
	10,478
	(453,260)
	379,979

	
	
	
	
	
	
	
	
	


UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

	FOR THE  SIX MONTHS ENDED 30 JUNE 2005
	
	
	

	
	
	30.06.2005
	
	30.06.2004
	

	
	
	RM'000
	
	RM'000
	

	Operating Activities
	
	
	
	
	

	
	
	
	
	
	

	Profit before taxation
	
	16,799
	
	6,656
	

	
	
	
	
	
	

	Adjustments for :-
	
	
	
	
	

	  Depreciation / Amortisation
	
	9,490
	
	7,928
	

	  Other non-cash expenses
	
	(23,600)
	
	(4,095)
	

	
	
	
	
	
	

	Operating profit before working capital changes
	
	2,689
	
	10,489
	

	
	
	
	
	
	

	Net changes in working capital
	
	
	
	
	

	Increase in assets
	
	(292)
	
	(9,057)
	

	Increase in liabilities
	
	4,417
	
	1,854
	

	
	
	
	
	
	

	Cash generated from operating activities
	
	6,814
	
	3,286
	

	
	
	
	
	
	

	Taxes paid
	
	(2,790)
	
	(2,396)
	

	
	
	
	
	
	

	Net cash from operating activities
	
	4,024
	
	890
	

	
	
	
	
	
	

	Investing Activities
	
	
	
	
	

	
	
	
	
	
	

	Equity investments
	
	8,236
	
	5,390
	

	Property, plant and equipment
	
	(28,024)
	
	(19,221)
	

	Other investments
	
	710
	
	5,976
	

	
	
	
	
	
	

	Net cash used in investing activities
	
	(19,078)
	
	(7,855)
	

	
	
	
	
	
	

	Financing Activities
	
	
	
	
	

	
	
	
	
	
	

	Dividends paid
	
	-
	
	(43)
	

	Acquisition of treasury shares
	
	(1,317)
	
	(312)
	

	Proceeds from issuance of shares by a subsidiary
	
	-
	
	23,857
	

	Repayment of borrowings
	
	(26,676)
	
	(10,588)
	

	Other payments
	
	(13,963)
	
	(15,355)
	

	
	
	
	
	
	

	Net cash used in financing activities
	
	(41,956)
	
	(2,441)
	

	
	
	
	
	
	

	Effect of exchange rate changes
	
	542
	
	(3,070)
	

	
	
	
	
	
	

	Net decrease in cash and cash equivalents
	
	(56,468)
	
	(12,476)
	

	 
	
	
	
	
	

	Cash and cash equivalents as at beginning of financial period 
	
	
	
	
	

	
	
	
	
	
	

	As previously reported
	
	118,816
	
	157,582

	Effect of exchange rate changes
	
	(767)
	
	(59)

	
	
	
	
	
	

	As restated
	
	118,049
	
	157,523
	

	
	
	
	
	
	

	Cash and cash equivalents as at end of financial period *
	
	61,581
	
	145,047
	

	
	
	
	
	
	

	* Cash and cash equivalents at the end of the 
	
	
	
	
	

	financial period comprise the following : 
	
	
	
	
	

	
	
	
	
	
	

	Short term deposits 
	
	29,470
	
	102,487
	

	Cash and bank balances
	
	37,218
	
	45,755
	

	Bank overdrafts
	
	(1,400)
	
	-
	

	
	
	
	
	
	

	 
	
	65,288
	
	148,242
	

	
	
	
	
	
	

	Less  :  Deposits pledged to licensed banks 
	
	(3,707)
	
	(3,195)
	

	
	
	
	
	
	

	
	
	61,581
	
	145,047
	


NOTES TO THE INTERIM FINANCIAL REPORT

1. Basis of preparation 

The interim financial report is prepared in accordance with FRS No. 134 “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 2004.

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 2004.

2. Audit report

The auditors’ report on the financial statements for the year ended 31 December 2004 was not subject to any qualification.

3. Seasonal or cyclical factors 

The operations of the Group for the quarter ended 30 June 2005 were not materially affected by any seasonal or cyclical factors except for the transportation operations under Advance Synergy Capital Berhad (“ASC”) Group, whereby ASC Group normally benefits from the higher levels of passenger loading during the festive seasons and school holidays in Malaysia.

4. Unusual items

Other than the redemption and 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

On 29 April 2005, the Company had announced that it had entered into settlement arrangements with the respective loan stock holders of the Company for the redemption of the outstanding RM74,978,552 equivalent nominal value of redeemable loan stocks (“RLS”) and repurchase of the outstanding RM182,761,429 equivalent nominal value of convertible loan stocks (“CLS”) as provided for in the respective Deed Polls at a settlement sum of approximately RM263 million (inclusive of any outstanding interest) to be paid in tranches. Please refer to Note 20(i)(c) for more details.

During the financial quarter under review, ASC repurchased a total of 2,629,600 units of its ordinary shares from the open market for a total consideration of RM1,172,608. All the shares bought back were retained as treasury shares. As at 30 June 2005, the total number of treasury shares held were 4,918,445 shares. ASC is a 52.40%-owned subsidiary of the Company as at 30 June 2005.

Apart from the above, there were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the financial period ended 30 June 2005. 

7. Dividends paid 

There was no payment of any dividend during the six months ended 30 June 2005.

8. Segmental Reporting

For the financial period ended 30 June 2005

	
	Investment

Holding
	Property

Development 
	Hotels

and

Resorts
	Information and Communications

Technology
	Bus

Transportation

Services
	   Others
	Eliminations
	Total

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

	Revenue
	
	
	
	
	
	
	
	

	 External 
	4,971
	8,081
	35,335
	27,967
	9,929
	27,329
	
	113,612

	 Inter-segment 
	2,590
	12
	
	
	
	
	(2,602)
	-

	
	
	
	
	
	
	
	
	

	Total revenue
	7,561
	8,093
	35,335
	27,967
	9,929
	27,329
	(2,602)
	113,612

	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	

	Segment results
	777
	443
	7,746
	(584)
	(5,848)
	(5,163)
	830
	(1,799)

	
	
	
	
	
	
	
	
	

	Share of results of 
	
	
	
	
	
	
	
	18,598

	associated companies
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Consolidated profit
	
	
	
	
	
	
	
	16,799

	before taxation 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Taxation
	
	
	
	
	
	
	
	(6,308)

	
	
	
	
	
	
	
	
	

	Consolidated profit 
	
	
	
	
	
	
	
	10,491

	after taxation
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Minority interests
	
	
	
	
	
	
	
	(5,842)

	
	
	
	
	
	
	
	
	

	Net profit for the 
	
	
	
	
	
	
	
	

	financial period
	
	
	
	
	
	
	
	4,649

	
	
	
	
	
	
	
	
	


	
	Investment

Holding
	Property

Development 
	Hotels

and

Resorts
	Information and Communications

Technology
	Bus

Transportation

Services
	   Others
	Eliminations
	Total

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

	Other information
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segment assets
	217,695
	85,860
	375,270
	147,410
	52,628
	 27,050
	-
	905,913

	
	
	
	
	
	
	
	
	

	Investment in associated
	74,322
	-
	-
	-
	-
	-
	-
	74,322

	companies
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Unallocated corporate
	
	
	
	
	
	
	
	13,700

	assets
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total assets
	
	
	
	
	
	
	
	993,935

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segment liabilities
	140,332
	16,563
	187,403
	17,754
	4,013
	40,148
	-
	406,213

	
	
	
	
	
	
	
	
	

	Unallocated corporate
	
	
	
	
	
	
	
	13,281

	liabilities
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total liabilities
	
	
	
	
	
	
	
	419,494

	
	
	
	
	
	
	
	
	

	Capital expenditure
	18,550
	27
	1,629
	7,256
	2,216
	723
	
	30,401

	
	
	
	
	
	
	
	
	

	Depreciation
	521
	92
	2,527
	2,327
	1,344
	747
	-
	7,558

	
	
	
	
	
	
	
	
	

	Non cash expenses

 other than depreciation
	319
	-
	205
	2,066
	-
	138
	-
	2,728

	
	
	
	
	
	
	
	
	


8.
Segmental Reporting (Continued)

For the financial period ended 30 June 2004

	
	Investment

Holding
	Property

Development 
	Hotels

and

Resorts
	Information and Communications

Technology
	Bus

Transportation

Services
	   Others
	Eliminations
	Total

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

	Revenue
	
	
	
	
	
	
	
	

	 External 
	5,415
	17,125
	33,150
	25,283
	4,578
	18,299
	-
	103,850

	 Inter-segment 
	4,384
	11
	-
	-
	-
	-
	(4,395)
	-

	
	
	
	
	
	
	
	
	

	Total revenue
	9,799
	17,136
	33,150
	25,283
	4,578
	18,299
	(4,395)
	103,850

	
	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	
	

	Segment results
	(3,846)
	2,788
	6,857
	1,399
	(5,804)
	(2,156)
	(2,151)
	(2,913)

	
	
	
	
	
	
	
	
	

	Share of results of 
	
	
	
	
	
	
	
	

	associated companies
	
	
	
	
	
	
	
	9,569

	
	
	
	
	
	
	
	
	

	Consolidated profit
	
	
	
	
	
	
	
	

	before taxation
	
	
	
	
	
	
	
	6,656

	
	
	
	
	
	
	
	
	

	Taxation
	
	
	
	
	
	
	
	(3,755)

	
	
	
	
	
	
	
	
	

	Consolidated profit 
	
	
	
	
	
	
	
	

	after taxation
	
	
	
	
	
	
	
	2,901

	
	
	
	
	
	
	
	
	

	Minority interests
	
	
	
	
	
	
	
	(2,041)

	
	
	
	
	
	
	
	
	

	Net profit for the 
	
	
	
	
	
	
	
	

	financial period
	
	
	
	
	
	
	
	860

	
	
	
	
	
	
	
	
	


	
	Investment

Holding
	Property

Development 
	Hotels

and

Resorts
	Information and Communications

Technology
	Bus

Transportation

Services
	   Others
	Eliminations
	Total

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

	
	
	
	
	
	
	
	
	

	Other information
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segment assets
	279,473
	82,022
	384,434
	173,352
	43,791
	23,032
	-
	986,104

	
	
	
	
	
	
	
	
	

	Investment in associated
	
	
	
	
	
	
	
	

	companies
	60,596
	-
	-
	-
	-
	-
	-
	60,596

	
	
	
	
	
	
	
	
	

	Unallocated corporate
	
	
	
	
	
	
	
	

	assets
	
	
	
	
	
	
	
	12,964

	
	
	
	
	
	
	
	
	

	Total assets
	
	
	
	
	
	
	
	1,059,664

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Segment liabilities
	307,797
	13,198
	93,107
	27,201
	1,434
	27,882
	-
	470,619

	
	
	
	
	
	
	
	
	

	Unallocated corporate
	
	
	
	
	
	
	
	15,032

	liabilities
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total liabilities
	
	
	
	
	
	
	
	485,651

	
	
	
	
	
	
	
	
	

	Capital expenditure
	2,641
	5
	10,634
	3,396
	2,909
	430
	-
	20,015

	
	
	
	
	
	
	
	
	

	Depreciation
	400
	54
	2,669
	1,076
	989
	580
	-
	5,768

	
	
	
	
	
	
	
	
	

	Non cash expenses 

other than depreciation
	161
	-
	462
	2,396
	-
	84
	-
	3,103

	
	
	
	
	
	
	
	
	


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 2004.

10. Events subsequent to the balance sheet date

For events subsequent to the balance sheet date, please refer to Note 20(i)(c). 

11.
Changes in the composition of the Group

On 1 April 2005, the Company's subsidiary, Unified Communications Sdn Bhd had received the Certificate of Approval for Establishment of Enterprises with Foreign Investment in the People's Republic of China dated 23 March 2005 for the establishment of a wholly-owned subsidiary, Unified Communications (Shenzhen) Private Limited in Shenzhen, China.

On 15 June 2005, the Company had announced that it had acquired 100% equity interest in Super Odyssey Sdn Bhd (“SOSB”), comprising 2 issued and fully paid-up ordinary shares of RM1.00 each. On 8 July 2005, SOSB changed its name to Synergy Cards Sdn Bhd.

There were no other changes in the composition of the Group for the current financial year todate.

12. Changes in contingent liabilities

There were no changes in contingent liabilities since 31 December 2004.

13. Review of performance

The Group generated a total revenue of RM113.61 million for the six months ended 30 June 2005 compared to RM103.85 million for the corresponding period in the previous year, an increase of 9.4%. The improvements in both the Group's revenue and the contribution from associated companies have resulted in a favourable net profit of RM4.65 million for the six months ended 30 June 2005 compared to a net profit of RM0.86 million for the corresponding period in 2004.

14. Comparison of results with preceding quarter

For the quarter under review, the Group generated a total revenue of RM58.96 million compared to RM54.65 million for the preceding quarter ended 31 March 2005. Arising from the higher revenue, the Group recorded an improved pre-tax profit of RM8.57 million for the current quarter compared to a pre-tax profit of RM8.23 million for the preceding quarter ended 31 March 2005.

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

	
	
	
	
	
	30.06.2005
	30.06.2005

	
	
	
	
	
	RM’000
	RM’000

	On current period’s results 
	
	
	
	
	
	
	
	

	- Malaysian income tax
	
	
	
	
	961
	
	1,680
	

	- Overseas taxation
	
	
	
	
	57
	
	216
	

	Under provision in prior year
	
	
	
	
	-
	
	30
	

	Transfer from deferred taxation
	
	
	
	
	(385)
	
	(400)
	

	Share of income tax in associated companies 
	
	
	
	
	1,580
	
	4,782
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	2,213
	
	6,308
	


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 six months ended 30 June 2005. 

19. Quoted securities

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

	
	3 months
	
	Year
	

	
	ended
	
	to date
	

	
	30.06.2005
	
	30.06.2005
	

	
	RM’000
	
	RM’000
	

	
	
	
	
	

	Total purchases
	191
	
	532
	

	
	
	
	
	

	Total disposals
	(225)
	
	(244)
	

	
	
	
	
	

	Total profit on disposals
	18
	
	27
	

	
	
	
	
	


Details of investment in quoted securities by the Group as at 30 June 2005 are as follows :


	
	
	

	


	RM’000
	

	
	
	

	- at cost
	51,886
	

	
	
	

	- at carrying value
	27,683
	

	
	
	

	- at market value
	11,379
	


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 Securities Commission (“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 1 April 2005, the Company had announced that it is in the midst of negotiation with the respective loan stock holders to finalise the terms and conditions for the Company to undertake the proposed early redemption of RM74,978,552 equivalent nominal value of RLS and repurchase of RM182,761,429 equivalent nominal value of CLS, being the balance of the respective loan stocks in issue, by 30 April 2005 (“Proposed Settlement”). With the Proposed Settlement, the aforesaid RLS and CLS would be cancelled.


On 29 April 2005, the Company had announced that it has entered into settlement arrangements with the respective loan stock holders of the Company for the redemption of the RLS and repurchase of the CLS as provided for in the respective Deed Polls. Under the terms of the settlement, the Company will redeem all the outstanding RM74,978,552 equivalent nominal value of RLS and repurchased all the outstanding RM182,761,429 equivalent nominal value of CLS for a settlement sum of approximately RM263 million (inclusive of any outstanding interest) to be paid not later than 31 July 2005 in tranches.


On 5 August 2005, the Company had announced that the balance settlement sum of approximately RM106 million (excluding any outstanding interest) pursuant to the redemption of the RLS and repurchase of the CLS shall be paid at mutually agreed upon later dates between the Company and the respective loan stock holders.

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

As at 24 August 2005, an aggregate amount of approximately SGD9.2 million out of the total net proceeds of approximately SGD9.3 million raised by Unified Communications Holdings Limited (“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

	
	30.06.2005
	
	31.12.2004

	
	RM’000
	
	RM’000

	
	
	
	

	Short term  - secured
	144,774
	
	21,578

	                                  - unsecured
	20,876
	
	13,794

	
	
	
	

	Long term  - secured
	154,984
	
	303,089

	                                  - unsecured
	-
	
	10,519

	
	
	
	

	
	320,634
	
	348,980


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

	
	As At
	
	As At

	
	30.06.2005
	
	31.12.2004

	
	RM’000
	
	RM’000

	
	
	
	

	US Dollars
	56,484
	
	100,595

	Australian Dollars
	20,275
	
	28,059

	Sterling Pounds
	29,736
	
	32,989

	Singapore Dollars
	8,159
	
	8,447


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 Court has fixed 15 September 2005 as the next mention date for case management, to enable parties to finalise the documents and issues to be tried. The solicitors are of the opinion that the outcome may be favourable.

(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 Company’s solicitors have obtained the signed and sealed copy of the Judgment in Default of Appearance  dated 1 August 2004 (“Default Judgment”) 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 Defendant then applied to the Court to set aside the Default Judgment. On 3 August 2005, the Court has allowed the Defendant's application to set aside the Default Judgment. As advised by the Company's Solicitors, the legal action will have to proceed in the usual manner and be disposed of by a trial in due course.

23.
Material litigation (cont’d)

(iv)
The Company had on 1 July 2005 announced that it had received a Petition under Section 181 of the Companies Act, 1965 from an individual called K.K. Gopakumaran Nair A/L Krishna Karnavar in relation to some matters connected to Plastic Centre Sdn Bhd (“PCSB”). The Company is named as the 7th Respondent, together with 8 other parties. The Company has consulted its lawyers on the matter, and is of the view that the Petition involved the other shareholders/parties of PCSB, rather than the Company [the Company has effectively sold its entire shareholding in PCSB on 14 September 2001]. The Company has instructed its lawyers to vigorously defend the matter, which is scheduled for hearing on 8 December 2005 at the Shah Alam High Court.

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 June 2005 is based on the Group's net earnings for the financial period of RM2,947,000 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: 30 August 2005          



