TRC SYNERGY BERHAD

(Company No. 413192-D)

(Incorporated in Malaysia)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND QUARTER ENDED 30TH JUNE 2004
(The figures have not been audited)

Explanatory Notes

1. Accounting policies

The unaudited interim financial report has been prepared in compliance with MASB 26, Interim Financial Reporting and should be read in conjunction with audited financial statements of the Group for the financial year ended 31 December 2003.

The unaudited condensed consolidated financial statements have been prepared by applying accounting policies and method of computation consistent with those used in the preparation of the most recent audited financial statements of the Group.  

2. Status of Financial Statements Qualification 
The auditors’ report on the financial statements for the year ended 31 December 2003 was not qualified.

3.
Seasonal or Cyclical Factors

The Group’s operations were not significantly affected by seasonal and cyclical factors.

4.
Items affecting assets, liabilities, equity, net income or cash flows that are unusual to the nature, size or Incidence

There were no unusual items affecting the assets, liabilities, equity, net income or cash flows for the current quarter and financial period to date.
5. Changes in Estimates

There were no changes in estimates that have a material effect in the current quarter.
6.
Changes in Share Capital and Loan Stocks


The Company increased its authorised share capital from RM100,000,000 to RM200,000,000 by the creation of an additional 100,000,000 ordinary shares of  RM1 each on 30 April 2004.
The Company also undertook a bonus issue of 15,400,000 new ordinary shares of RM1 each on the basis of one (1) new ordinary share for every five (5) shares which had increased the paid-up share capital of the Company from RM77,000,000 to RM92,400,000. The new shares were allotted on 24 June 2004 and subsequently listed on the Bursa Malaysia on 1 July 2004.
7.
Dividend paid


No dividend was paid in the current quarter.
8.
Segment Reporting

Segment revenue and profit before taxation were as follows:












9. 
Valuation of property, plant & equipment

The Group had revalued its land & building in the year 2000 based on independent professional valuations on an open market basis and the resulting revaluation surplus had been incorporated into the financial statements. The previous annual audited financial statements record the last revaluation amounts.

10.
Subsequent Material Events

The Company acquired 90% of the ordinary shares of TRC Infra Sdn Bhd (TRCI) for a consideration of RM9 on 2 July 2004.  
11.
Changes in the composition of the Group
There was no change in the composition of the Group for the current quarter and financial period to date.
12.
Contingent Liabilities

Contingent liabilities of the Group as at the date of this announcement are as follows:


Type of Bank Guarantee





    RM’000


Performance Bond


      

    
        
      36,004



Advance Bond 

   




      16,352


Design Bond 

      





           380


Tender Bond 

 





           191

Supplier/ Maintenance/ Security




        6,128









                  59,055

Corporate Guarantee

Corporate guarantee given to bank for credit facilities
            granted to trade related subsidiary




       1,616






As at 30 August 2004 (latest practicable date which is not later than 7 days from the date of issuance of this quarterly report), the directors are not aware of any contingent liabilities, which upon becoming enforceable may have a material impact on the profit or net assets value of the Group.
13. 
Capital Commitment










RM

Approved and contracted for



       1,881,400










       =======

This is in respect of purchase of 42 units of medium cost apartments from an associated company.
14.
Review of performance of the Company and its Principal Subsidiaries


The Group recorded a pre-tax profit of RM459,718 in the current financial quarter as compared with a pre-tax profit of RM3,416,198 in the corresponding quarter.
Profit before taxation is lower in the current quarter due to a decline in the revenue from projects coupled with margin slippage due to the escalation in construction materials.
15.
Material changes in the Profit Before Taxation for the Current Quarter as compared with the Immediate Preceding Quarter
The Group recorded a profit before tax of RM459,718 in the current quarter as against a profit before tax of RM718,236 recorded in the preceding quarter. 

The reason for the lower pre-tax profit reported in the current quarter is attributed to the factors described in Note 14.
16.
Prospects for the current financial year

It is envisaged from the 8th Malaysian Plan that the Government would make significant allocations in 2004 and 2005 for infrastructure and utilities, majority of which to be focused on road and water related projects especially improving road networks in East Malaysia.
The Group is expected to benefit from the Government’s spending trend mentioned above, particularly in East Malaysia, where it has strong presence.
The Group also expects its on-going projects such as Bintulu Port project, upgrade of Sibu Airport and the New Prison Complex in Bentong, the construction of which is expected to commence in the third quarter of 2004, to contribute positively to the Group’s performance for the forthcoming financial year.
17.
Variance of Actual Profit against Estimated Profit
The disclosure requirement for this section is not applicable to the Group.


18.
Income tax


The tax expenses comprise the following:



                           Individual Quarter

       Cumulative Quarter
  Current
   Preceding Year           Current     Preceding Year

    Year
   Corresponding              Year        Corresponding



                     Quarter
        Quarter   

    To Date
  Period


                               30.6.2004       30.6.2003              30.6.2004       30.6.2003
                                              RM’000         RM’000
               RM’000          RM’000

Current taxation             358              1,763

         765                1,971             

Deferred taxation         (225)

 (627)                      (467)
        (627)




______           ______

      ______
     _______




  133
           1,136 

         298
       1,344

Overprovision in the

                previous year            (351)

    -

        (351)
          -

Real property gain

    tax


    35 

    -

           35
          -

______          ______
                 ______            _______




             (183)              1,136               
        ( 18) 
      1,344
                    
           ======         ======                  ======           ======      

19.
Profit on sale of investments and properties

During the quarter, a subsidiary company of the Group disposed of two pieces of land with a net gain of RM1.818 million.
20.
Prior years adjustment
This represents tax liability resulted from re-assessment of a subsidiary’s tax in respect of prior years by the Inland Revenue Board.
21.
Quoted Securities

(a)
There were no purchases or disposals of quoted securities by the Group in the current quarter.

(b) Investment in Quoted securities

                      RM’000

At cost/carrying value

                                       111


At market value       
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22.
Status of Corporate Proposal


There was no outstanding corporate proposal.
23.
Group Borrowings and Debt Securities

Total group borrowings as at 30 June 2004 are as follows:-

	Security
	Type
	Amount (RM’000)
	Currency

	Secured
	Short Term
	      85,543
	RM

	Secured
	Long Term
	        3,042
	RM

	Unsecured
	Long Term
	      40,000
	RM


During the quarter, the Company secured a 8.15% unsecured long term loan which is repayable over a period of five years.

24.
Off Balance Sheet Financial Instruments

There were no off balance sheet financial instruments as at the date of this announcement.

25.
Material Litigation

Save as disclosed below, the Group is presently not engaged whether as plaintiff or defendant in any legal action, proceeding, arbitration (other than those legal actions engaged as plaintiff or defendant arising in the ordinary course of its business) or prosecution for any criminal offence, which has a material effect on the financial position of the Group and the Directors do not know of any proceedings pending or threatened or of any fact likely to give rise to any proceedings which might materially and adversely affect the position or business of  the Group:-

A writ filed under Kuala Lumpur High Court Suite No:S2-22-98 by Trans Resources Corporation Sdn Bhd (TRC), a subsidiary of the Group against Sanwell Corporation (‘Sanwell’) and United Malayan Land Berhad (‘UM Land’) for an outstanding contract sum due and owing pursuant to an Earthworks Contract dated 30 October 1996 whereby TRC was engaged by Sanwell as the earthworks contractor.  The payment for the work done was guaranteed by UM Land up to the sum of RM15,500,000.00.  In light of the Federal Court decision on 25  May 2002 and also the subsequent direction given by the High Court Judge on 28 May 2002, the abovementioned Civil Suit cannot be proceeded with and the matters in dispute between TRC and Sanwell will now have to proceed by means of arbitration.  However, UM Land has, since the Federal Court’s decision, filed a motion to vary the Federal Court decision.  Their argument, inter alia, is that UM Land should not be bound by the arbitration clause, as it was not a party to the Earthworks Contract.  In December 2002, TRC had obtained from the High Court an order for the appointment of arbitrator (“the Order”). The Order was subsequently served on Sanwell but the latter did not respond to the Order. In May 2003, TRC filed an application to discharge the Order. On 2 April 2004, an order from the High Court to discharge the arbitration order was obtained. The action shall be fixed for full trial in due course. The solicitors for TRC are of the view that TRC is likely to succeed in its claim against the defendants.
26.
Dividends

The first and final tax exempt dividend of 2.5 sen per share amounting to RM2,310,000 in respect of financial year ended 31 December 2003 was approved by the members at Annual General Meeting of the Company held on 23 June 2004. The dividend is based on the enlarged share capital of the Company upon completion of the private placement exercise and bonus issue.
The dividend was paid on 16 July 2004.

27.
Earnings per share

The basic earnings per share was calculated based on the profit for the period of RM1,182,044 (2003: RM2,904,659) and on the weighted average number of ordinary shares in issue of 90,246,154 (2003: 85,400,000) shares.  

The basic earnings per share for the corresponding period of the preceding year have been restated to account for the effect of the bonus issue.

The fully diluted per share for the period have been computed using a weighted average number of shares of 92,886,154 (2003: Nil) after adjusting for the dilutive effects of  the share options granted to employees and directors.
28.      Comparative figures
Certain comparative figures have been reclassified to conform with current period’s presentation.










					


 GROUP (BY ACTIVITIES)	                     TURNOVER	     PROFIT BEFORE TAX				    	                         RM’000 	                           RM’000		                  





Investment holding and the provision 


of  corporate, administrative and                        2,287			(916)


financial support services.





Construction works                     	           154,992 			(396)





Project development management 


services and property development                  15,507		          2,405





Manufacturing and dealing in 


concrete piles and ready-mixed		      175		           (203)


concrete





General contractors				      428		              34	





					           173,389			924


Group’s share of profit of 


associated company				        -				204	        								           	


					           173,389        		         1,128	


Intra-group items   	


-Others					           (21,894)		      	 -


-Realisation of unrealised profit on


  development activities			       -				 50


		


				                      151,495                                 1,178





CURRENT FINANCIAL YEAR-TO-DATE














