TRC SYNERGY BERHAD
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(Incorporated in Malaysia)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE SECOND QUARTER ENDED 30TH JUNE 2018
(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 MFRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad (‘Bursa Malaysia’).
The unaudited interim financial statements should be read in conjunction with audited financial statements of the Group for the financial year ended 31 December 2017. 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 2017. 
The significant accounting policies and methods of computation applied in the unaudited condensed consolidated financial statements are consistent with those adopted in the most recent audited annual financial statements for the financial year ended 31 December 2017, other than those disclosed below:-

Effective for annual periods beginning on or after 1 January 2018
· MFRS 2 Classification and Measurement of Share-based Payment Transactions (Amendments to MFRS 2)

· MFRS 9 Financial Instruments

· MFRS 15 Revenue from Contracts with Customers

· MFRS 140 Transfers of Investment Property (Amendments to MFRS 140)

· Annual Improvements to MFRS Standards 2014-2016 Cycle

· IC Interpretation 22 Foreign Currency Transactions and Advance Consideration

Effective for annual periods beginning on or after 1 January 2019

· MFRS 9 Prepayment Features with Negative Compensation 
     
(Amendments to MFRS 9)

· MFRS 16 Leases

· MFRS 128Long-term Interests in Associates and Joint Ventures

    
 (Amendments to MFRS 128)

· Annual Improvements to MFRS Standards 2015-2017 Cycle

· MFRS 119 Plan Amendment, Curtailment or Settlement

 
(Amendments to MFRS 119)

· IC Interpretation 23 Uncertainty over Income Tax Treatments

· MFRS 17 Insurance Contracts

· Amendments to MFRS 10 and MFRS 128: Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
The Group will apply the above MFRSs and amendments to MFRSs once they become effective. The above standards and amendments are not expected to have any material financial impact on the financial statements of the Group on initial adoption.
2.
Status of Financial Statements Qualification 

The auditors’ report on the financial statements for the year ended 31 December 2017 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 year to date other than the following which were included in other operating income:-

Second quarter                 Cumulative 6 months




       30/6/2018   30/6/2017         30/6/2018     30/6/2017




RM
       RM
      RM                  RM
Unrealised (loss)/gain    

    on foreign currency 
         exchange
       2,043,903  ( 3,857,001 )     ( 7,853,573 )   1,288,531
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 share capital and loan stocks for the quarter ended 30 June 2018.
7.
Dividend paid
The Company paid a single tier dividend of 2.80 sen per share amounting to RM13,453,919 in respect of the financial year ended 31 December 2017 on 14 June 2018.
8.
Segment Reporting
Segment revenue and profit before taxation were as follows:







9. 
Valuation of property, plant & equipment

The valuations of land and buildings have been brought forward without amendment as there was no revaluation been carried out in this quarter.

10.
Subsequent Events
Subsequent to the end of the quarter:-

(a) subsidiary companies of the Group entered into a Construction and Term Facility Agreement and ancillary facility agreement totaling AUD38,637,000 (RM115,393,264) where the Company acts as a guarantor to finance the hotel development in Melbourne Australia.
(b) a subsidiary company of the Group disposed off its property for a consideration of RM340,000 with a gain on disposal of approximately RM88,000.
11.
Changes in the composition of the Group

Trans Resources Corporation Sdn Bhd (“TRC”), a wholly-owned subsidiary of the Company had during the period entered into an agreement with Loh Leh Wong and Samson @ Samaon Entebang for the disposal of 250,000 ordinary shares in the capital of TRC (Sarawak) Sdn Bhd (“TRCS”) representing 25% of TRC’s interest in the capital of TRCS, at a consideration of RM625,000 only.


This has resulted TRC (Sarawak) Sdn Bhd ceased to be an associated company of the Group. 
12.
Contingent Liabilities

There were no material changes in contingent liabilities for the Group as at 30 June 2018.
13.
Capital Commitment
The Group has the following commitments for the acquisition of the property, plant & equipment:








RM

Approved and contracted for 

  
         487,297


Approved but not contracted for

    99,665,702









   =========
14.
Related Party Transactions
There was no related party transactions during the quarter ended 30 June 2018.
15.
Review of performance of the Company and its Principal Subsidiaries


The Group recorded a profit before tax of RM7,683,172 in the current  quarter as compared with a profit before tax of RM8,338,702 in the corresponding quarter.  
Lower profit before tax reported in the current quarter was due to the lower gross margin reported together with the share of loss of associated company and lower finance income reported in the current quarter.

16.
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 RM7,683,172 in the current quarter as compared with a profit before tax of RM5,467,835 recorded in the immediate preceding quarter. 
Lower profit before tax reported in the immediate preceding quarter was largely attributed to the recognition of an unrealized foreign currency exchange loss in that quarter.

17.
Prospects for the current financial year
Despite the recent transition of power within the Malaysia government and the various decisions to review certain mega projects, the Group is confident that it will continue to have a sustained growth in the current financial year.

18.
Variance of Actual Profit against Estimated Profit
The disclosure requirement for this section is not applicable to the Group.
19.
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


                              30.6.2018         30.6.2017               30.6.2018       30.6.2017
                                              RM’000         RM’000
               RM’000          RM’000

Current taxation             1,632              3,124
               5,422                5,970
Foreign taxation                335              1,076                   626                1,076
Prior year under

                provision                         -                    -                       340                    -
Deferred taxation             578                  150                   362               (  373 ) 


           ________        _______           ______            _______                                     
         

              2,545               4,350                6,750                6,673
            
           =======        ======            ======           ====== 
The effective tax rate is higher than the statutory tax rate. This is largely due to the recognition of substantial amount of unrealized foreign currency exchange loss during the period. 
20.
Profit on sale of investments and properties

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

21.
Quoted Securities

The Company did not hold any quoted securities for the quarter ended 30 June 2018.
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 June 2018 are as follows:-

	Security
	Type
	Amount (’000)
	Currency

	Secured
	Short Term
	     146,820
	RM

	Secured
	Long Term
	        7,428
	RM

	    Unsecured
	        Long Term
	                  -
	          RM


24.
Off  Statement of Financial Position Financial Instruments

There were no off statement of financial position financial instruments as at the date of this announcement.
25.
Material Litigation

Save as disclosed below, the Company and its subsidiary companies are not involved in any material litigation, either as plaintiff or defendant, claims or arbitration and the Board does not have any knowledge of any proceedings, pending or threatened against the Company and its subsidiary companies, or of any facts likely to give rise to any proceedings which might materially and adversely affect the financial position and business of the Company and/or its subsidiaries companies:-

(i) Civil Suit by the Company’s subsidiary, Trans Resources Corporation Sdn Bhd (‘TRC’) against Carmichael Asia Sdn Bhd

On 18 August 2008, TRC entered into a contract with Carmichael Sdn Bhd (“Carmichael”) whereby TRC employed Carmichael for the manufacturer/ procurement of two (2) units of fire-fighting engines (“Fire Fighting Units”) for the Sultan Mahmud Airport situated in Kuala Terengganu (“the Agreement”). Carmichael was to deliver the Fire Fighting Units by January 2009. However, they were only able to supply one (1) Fire Fighting Unit.  This has caused TRC to source and obtain supply from another supplier, CME Edaran Sdn Bhd, at a higher cost. TRC is claiming an amount of RM2,209,335.05 from Carmichael for breach of contract due to Carmichael’s failure to deliver the remaining Fire Fighting Unit within the prescribed date, resulting in TRC incurring additional cost for engaging another supplier.  Carmichael is disputing the amount and both parties have agreed to proceed with the matter by way of arbitration as provided for in clause 25 of the contract.


The arbitration process has been completed whereby the Arbitrator has handed down an award in favour of TRC. The Defendant was requested to pay TRC RM2,209,335.05 together with cost of RM46,552.20.

In relation thereto, the necessary legal actions have been initiated in the High Court of Kuala Lumpur since early 2013 against Carmichael and its Directors for the recovery of the abovementioned outstanding amount. 
In April 2017, the High Court dismissed the Garnishee’s (one of Carmichael’s Director) appeal against the Garnishee Order that has been made against her. In relation thereto, the Garnishee further appealed the matter to the Appeal Court. The Appeal Court had on 25 January 2018 overturned the High Court’s decision and set aside the Garnishee Order against the Director. The Company appealed to the Federal Court where it was decided that the decision of the Court of Appeal stays.
(ii) The Brunei Economic Development Board
TRC had jointly with Swee Sdn Bhd undertake a Modernization of Brunei International Airport Terminal project. The said project was duly completed and handed over in 2015. However, on 16 March 2018, TRC served an Originating Summon issued by the High Court of Brunei Darussalam to recover BND13.0 million (approximately RM38.23 million) together with interest and costs to The Brunei Economic Development Board. 
26.
Dividends

The directors have not recommended the payment of any dividend for the quarter ended 30 June 2018.
27.
Earnings/(Loss) per share

The basic earnings per share was calculated based on the net profit for the period attributable to owners of the parent of RM6,196,933 (2017:  RM15,926,920) and on the weighted average number of ordinary shares in issue of  480,497,103  (2017: 480,497,103) shares.        
The fully diluted earnings per share for the period have been computed using a weighted average number of shares of 480,497,103 (2017: 480,497,103).



					


GROUP (BY ACTIVITIES)	                 TURNOVER   PROFIT/(LOSS) BEFORE TAX                                                                                                 


				    	          RM’000                       RM’000		                  





Investment holding and the provision 


of  corporate, administrative and                    4,197                              ( 8,436 )


financial support services.


 


Construction works                     	        455,554   	               23,109





Project development management 


services and property development              38,166		                   670   





Manufacturing and dealing in 


concrete piles and ready-mixed	           2,088                               (    97 )


concrete  





Energy						   - 			   (   47 )





					       500,005                             15,199


Group’s share of results of associated


   company				              -		                  554





       500,005                             15,753


Intra-group items 			      ( 89,899 )	                        ( 2,602 )  





				                  410,106                             13,151
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