TRC SYNERGY BERHAD

(Company No. 413192-D)

(Incorporated in Malaysia)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD QUARTER ENDED 30TH SEPTEMBER 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 paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. The statements 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


There were no changes in the share capital and loan stocks for the current quarter.
7.
Dividend paid

During the quarter ended 30 September 2004, the Company paid a final tax exempt dividend of 2.5 sen per share amounting to RM2,310,000 in respect of the financial year ended 31 December 2003 on 16 July 2004.
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 has on 1 November 2004 incorporated a wholly-owned subsidiary, an offshore company in Labuan namely TRC International Pte Ltd to serve as an investment holding company for the international activities of the Group.
11.
Changes in the composition of the Group
The Company had on 2 July 2004 acquired 9 shares of RM1.00 each in TRC Infra Sdn Bhd  at par representing 90% equity interest, thus becoming a new subsidiary of the Group.
The Group has also incorporated a new subsidiary in India known as TRC Construction India Private Limited on 12 August 2004. It is a wholly-owned subsidiary of the Group and it is expected to carry out construction activities in the State of Kerala, India.
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


      

    
        
      33,579



Advance Bond 

   




      16,352


Tender Bond 

 





        2,104

Supplier/ Maintenance/ Security




        4,594









                  56,629

Corporate Guarantee

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




       1,593






.
12.
Contingent Liabilities – cont’d

As at  29 November 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 loss before tax of RM426,811 in the current financial quarter as compared with a pre-tax profit of RM6,911,784 in the corresponding quarter.
The loss for the quarter is due to the share of loss attributable to the Group as compared with profit in the preceding quarter, and slippage of gross margin as a result of higher construction materials costs.
15.
Material changes in the Profit Before Taxation for the Current Quarter as compared with the Immediate Preceding Quarter
The Group recorded a loss before tax of RM426,811 in the current quarter as against a profit before tax of RM459,718 recorded in the preceding quarter. 

The reason for the loss before tax reported in the current quarter is attributed to the factors described in Note 14.
16.
Prospects for the current financial year

The construction GDP contracted by 1.7% year on year (yoy) in the second quarter of 2004 due to a slower pace of  public spending. A downward adjustment in the construction GDP forecast (BNM) for 2004 from 1.5% yoy to 0.5% yoy signals that construction awards would remain slow. This coupled with the rise in diesel prices and other construction material cost have invariably impacted the Group’s performance, which is expected to be less than satisfactory for the current financial year.

The New Prison Complex in Bentong, which was initially expected to commence in the third quarter of 2004 has now been deferred to probably the first quarter of 2005.

In order to cushion the impact of the contracting domestic construction GDP, the Group has stepped up effort to venture abroad particularly, in countries like India, Middle East and Africa.  
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


                               30.9.2004       30.9.2003              30.9.2004       30.9.2003
                                              RM’000         RM’000
               RM’000          RM’000

Current taxation             373                 613

      1,138                2,584             

Deferred taxation            (90)

 (590)                      (557)
      (1,217)




______           ______

      ______
     _______




   283
                23 

         581
       1,367
Overprovision in the

                previous year                 -

    -

        (351)
          -

Real property gain

    tax


      - 

    -

           35
          -

______          ______
                 ______            _______




               283                  23               
         265 
       1,367 
                    
           ======         ======                  ======           ====== 
18.
Income tax – cont’d
The effective tax rate is higher than the statutory tax rate due to certain expenses being disallowed for tax purpose.     

19.
Profit on sale of investments and properties

There were no sales of unquoted investments or properties by the Group in the current quarter.
20.
Prior years adjustment
This represents tax liability resulted from the 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       




     26
22.
Status of Corporate Proposal


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

Total borrowings of the Group as at 30 September 2004 are as follows:-

	Security
	Type
	Amount (RM’000)
	Currency

	Secured
	Short Term
	      75,409
	RM

	Secured
	Long Term
	            53
	RM

	Unsecured
	Long Term
	      40,000
	RM


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 case management was done in August 2004 and full trial has been fixed to be held in April 2005. The solicitors for TRC are of the view that TRC is likely to succeed in its claim against the defendants.
26.
Dividends

The directors do not recommend the payment of any dividend for the quarter ended 30 September 2004.
27.
Earnings per share

The basic earnings per share was calculated based on the profit for the period of RM486,439 (2003: RM9,793,405) and on the weighted average number of ordinary shares in issue of  90,969,343 (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.









					


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





Investment holding and the provision 


of  corporate, administrative and                        3,291		         (2,078)


financial support services.





Construction works                     	           257,318 			 753





Project development management 


services and property development                  16,643		          2,790





Manufacturing and dealing in 


concrete piles and ready-mixed		      420		           (235)


concrete





					           277,672		         1,230


Group’s share of loss of 


associated company				        -			          (529)	        								           	


					           277,672        		           701	


Intra-group items   	


-Others					           (34,003)		      	 -


-Realisation of unrealised profit on


  development activities			       -				 50


		


				                      243,669                                    751





CURRENT FINANCIAL YEAR-TO-DATE














