TRC SYNERGY BERHAD
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QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST QUARTER ENDED 31ST MARCH 2006

(The figures have not been audited)

Explanatory Notes

1. Accounting policies

The unaudited interim financial statements have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad. 

The interim financial statements have been prepared under the historical cost convention except for the revaluation of certain properties included under property, plant and equipment. 
The unaudited interim financial statements should be read in conjunction with audited financial statements of the Group for the financial year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005. 
The accounting policies and methods of computation adopted by the Group in this quarterly financial statements are consistent with those adopted in the most recent audited annual financial statements for the year ended 31 December 2005, except the following changes:

FRS 3 : Business Combinations
In accordance with the transitional provisions of FRS 3, the reserve on consolidation as at 1 January 2006 of RM17,466,866 was derecognized with a corresponding increase in retained earnings. 
FRS 101

The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interest is now presented within total equity. In the consolidated income statement, minority interest is presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.
The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

All the other new/revised accounting standards adopted resulted in only minimal changes to the presentation and additional disclosures.

2.
Status of Financial Statements Qualification 

The auditors’ report on the financial statements for the year ended 31 December 2005 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

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

There were no material events subsequent to the end of the current quarter.
11.
Changes in the composition of the Group
There was no change in the composition of the Group for the current quarter.

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


      

    
        
      27,581



Advance Bond 

   




      10,000

Tender Bond 

 





           100

Supplier/ Security
                        



        2,006









                  39,687
As at  25 May 2006 (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.
Review of performance of the Company and its Principal Subsidiaries


The Group recorded a profit before tax of RM3,720,652 in the current financial quarter as compared with a loss before tax of RM58,511 in the corresponding quarter.

The improved performance for the current quarter is attributable to recognition of revenue for the Bentong Prison project, the ongoing major project of the Group.  

Besides that, during the corresponding quarter in 2005, the Group’s performance was significantly impacted by the escalating construction material prices then on those projects secured in 2002 to 2004. The majority of these projects were completed in 2005 and hence the Group recorded a better result in the current quarter.
14.
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 RM3,720,652 in the current quarter as compared with a loss before tax of RM3,617,907 recorded in the preceding quarter. 
The improved performance for the current quarter is attributable to recognition of revenue for the Bentong Prison project, the ongoing major project of the Group.   

During the preceding quarter, the bulk of the Group’s losses were resulted from the projects impacted by the cost escalation due to the significant increase construction materials prices then. However, these projects have substantially been completed in the previous quarter resulting in their impact were no longer felt by the Group hence a better result for the current quarter.
15.
Prospects for the current financial year

The construction industry is expected to grow by 3% in the year 2006, helped by new infrastructure projects under the forthcoming Ninth Malaysian Plan (9MP) which was announced on 31March 2006.
For the Group, the construction work on the New Prison Complex in Bentong valued at RM238 million and the RM222 million Bawang Assam Road Project in Sibu, Sarawak would have a positive impact on its performance for the current financial year. The Group is also expected to secure more new projects in 2006 under the 9MP. These projects would enable the Group to turnaround in the year 2006. 
16.
Variance of Actual Profit against Estimated Profit
The disclosure requirement for this section is not applicable to the Group.


17.
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


                               31.3.2006       31.3.2005                31.3.2006       31.3.2005
                                              RM’000         RM’000
               RM’000          RM’000

Current taxation                941                417

          941                  417             
Deferred taxation              (  8)              (247)                       (  8)               (247)



______           ______

      ______
     _______

        


      933   
    224 

          933                  224
                    
            ======         ======                  =====           ====== 
The effective tax rate is lower than the statutory tax rate due to the utilization of the unabsorbed capital allowances and unabsorbed tax losses of certain subsidiary companies brought forward from the previous year. 

18.
Profit on sale of investments and properties

There were no sales of unquoted investments or properties by the Group in the current quarter.
19.
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

                                       106

At market value       
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20.
Status of Corporate Proposal

On 20 May 2005, Malaysian International Merchant Bankers Berhad (“MIMB”), on behalf of the Board, announced to Bursa Securities that the Company proposed to undertake the following:
(a) proposed renounceable rights issue of:-

· up to a maximum of 35,420,000 new Shares in TRC Synergy Berhad (“TRCS”) at an issue price to be determined later, and

· up to a maximum of RM35,420,000 nominal value of 5% ICULS at 100% of the nominal value,

together with up to a maximum of 35,420,000 free detachable warrants, on the basis of 1 Rights Share and RM1.00 nominal value of ICULS together with 1 free Warrant attached for every 3 existing TRCS Shares held by the registered shareholders of the Company whose names appear in the Record of Depositors of the Company as at the Entitlement Date (“Proposed Rights Issue”);
(b)
proposed amendments to the Memorandum and Articles of Association of TRCS; and

(c)
proposed increase in the authorised share capital of TRCS.
The proposals are inter-conditional upon one another.

Subsequently on 1 July 2005, MIMB on behalf of the Company announced to Bursa Malaysia on the revisions of the expiry date and the exercise period of the Warrants.

On 14 September 2005, MIMB, on behalf of the Company, announced that the Company has received the approval from the Securities Commission (“SC”) for the Proposed Rights Issue. Subsequently on 29 September 2005, further announcement was made on the revisions of certain terms of the ICULS and Warrants.
Pursuant to Chapter 18 of the SC’s Policies on Issue/Offer of Securities on ‘Implementation of Proposals’, the Proposed Rights Issue is required to be fully implemented within 6 months from the date of the Approval Letter i.e. 1 March 2006. On 9 February 2006, MIMB on behalf of the Company, applied to the SC for a six months extension of time from the deadline up to 1 September 2006 for the Company to implement the Proposed Rights Issue. SC has approved the application via its letter dated 17 February 2006.
The Company is expected to hold a shareholders’ meeting by the end of June 2006 for their approval on the Proposed Rights Issue.

21.
Group Borrowings and Debt Securities

Total borrowings of the Group as at 31 March 2006 are as follows:-

	Security
	Type
	Amount (RM’000)
	Currency

	Secured
	Short Term
	      64,738
	RM

	Secured
	Long Term
	    Nil
	RM

	Unsecured
	Long Term
	      40,000
	RM


22.
Off Balance Sheet Financial Instruments

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

23.
Material Litigation


There is no material litigation pending as at 31 March 2006.
24.
Dividends

The directors do not recommend the payment of any dividend for the quarter ended 31 March 2006.
25.
Earnings per share

The basic earnings per share was calculated based on the net profit for the period attributable to equity holders of the parent of RM2,787,562 (2005: Loss of RM283,376) and on the weighted average number of ordinary shares in issue of  92,400,000 (2005: 92,400,000) shares.  

There were no diluted shares in issue for the current period to date.









					


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


Investment holding and the provision 


of  corporate, administrative and                            677		          (1,213)


financial support services.





Construction works                     	               55,707		           4,355





Project development management 


services and property development                    4,255		             617         





Manufacturing and dealing in 


concrete piles and ready-mixed	 	    1,669		            ( 44)


concrete   





					              62,308	                      3,715


Intra-group items   				  ( 5,507)			     6





				                          56,801                                 3,721





CURRENT FINANCIAL YEAR-TO-DATE
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