              Metal Reclamation Bhd (424773-V)


           
(Incorporated in Malaysia)

Notes to Quarterly Report for the period ended 31 December 2009
The figures have not been audited.
1
Basis of preparation

The interim financial statements are unaudited and have been prepared in compliance with FRS 134 - Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the financial year ended 30 June 2009. The 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 financial year ended 30 June 2009.

The accounting policies and methods of computation adopted in the quarterly financial statements of the Group are consistent with those adopted for the annual financial statements of the Group for the financial year ended 30 June 2009.

2
Qualification of Accounts
There were no qualifications in the audited financial statements for the financial year ended 30 June 2009.
3
Seasonal or cyclical factors

The Group’s operations in manufacturing and sale of lead and lead alloys are not materially affected by any seasonal or cyclical factors.

The principal activities of the associate, Nutek Pte. Ltd., incorporated in Singapore, has been those relating to the design, fabrication and sales of industrial machinery and equipment. Its revenue is directly or indirectly related to capital expenditure of the electronics and semiconductor industries that may be affected by general economic conditions and industry patterns. 

4
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting assets, liabilities, equity, net income or cash flows.
5
Change in estimates

There were no changes in estimates reported in previous financial year, which would have a material effect in the current quarter. 
6
Debt and equity securities

There were no issuances or repayment of debts and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period.

7
Dividend paid

No dividend was paid in the current financial period.

8
Segment information

	Business Segments
	 
	 
	 

	 

 Current Financial Year To Date
	Lead and Lead Alloys RM’000
	Industrial Machinery 

And Equipment 

RM’000
	Total 

(RM’000)

	Revenue
	67,515
	Note 1
	67,515

	Segments results 

– Profit/(Loss) from operations
	5,482
	
	5,482

	Finance costs
	(3,709)
	
	(3,709)

	Share of profit in an associate
	
	1,185
	  1,185

	Profit/(Loss) for the period
	1,773
	1,185
	2,958

	 
	
	
	

	Geographical Segment
	
	
	

	 

           
	Malaysia

RM’000
	Singapore

(RM’000)
	Total

(RM’000)

	Revenue
	67,515
	Note 1
	67,515

	Profit/(Loss) for the period
	1,773
	1,185
	2,958


   Note 1 – No revenue disclosed as this segment relates to an associated company.
9
Valuations of Property, Plant and Equipment

The Group has not brought forward valuation of its property, plant and equipment.
10
Material subsequent events

There were no material events subsequent to the end of the current financial quarter that has not been reflected in the financial statements for the said period.

11
Changes in composition of the Group

There were no changes in the composition of the Group during the current financial period.

12
Changes in contingent liabilities

There were no contingent liabilities as at the latest practical date being a date not earlier than seven (7) days from the date of issue of this interim financial report.

13
Review of performance for the quarter

a) The lead price per tonne quoted at the London Metal Exchange (“LME”) in the current December 2009 quarter averaged US$2,292.68 which represented an increase of 18.93%  or US$364.93 when compared with the average of US$1,927.75 recorded in the preceding quarter September 2009. In Ringgit terms, the increase was RM1,029.32 or 15.04% increasing the average lead price to RM7,875.42 from RM6,846.10 per tonne.

b) The average lead price of US$2,292.68 per tonne in the current December 2009 quarter was 57.75%  or  US$839.32 higher than the average price of US$1,453.36 recorded for the previous financial year ended 30 June 2009. In Ringgit terms, the increase was RM2,748.19 or 53.60% increasing the average lead price to RM7,875.42 from RM5,127.23 per tonne.

c) The average lead price of US$2,292.68 per tonne in the current December 2009 quarter was 84.20% (or US$1,047.98) higher than the average price of US$1,244.70 recorded in the previous December 2008 quarter. In Ringgit terms, after taking into account the  lower US$ foreign exchange rate, the average lead price of RM7,875.42 per tonne in the current December 2009 quarter was 76.45% (or RM3,412.04) higher than the average price of RM4,463.38  recorded in the previous year’s December 2008 quarter.  

d) The Group recorded a higher turnover of RM41.8 million for the current December 2009 quarter compared to RM8.6 million in September 2008 quarter. Consequently, the Group recorded a gross profit of RM9.4 million in the current quarter compared to a gross loss of RM4.2 million in the previous year’s December 2008 quarter. 

After deducting the costs of operation, the Group reported a profit from operations before interest and taxation of RM7.8 million for the current December 2009 quarter compared to a loss from operations before interest and taxation of RM5.5 million in the previous year’s December 2008 quarter.
Finance costs for the current December 2009 quarter amounted to RM1.9 million (2008: RM1.9 million). After taking into account the finance costs, the Group’s core business, which is the manufacture and sale of lead and lead alloys, generated a net profit of RM5.9 million in the current December 2009 quarter  compared to a net loss of RM7.5 million in the previous December 2008 quarter. 
The substantial turnaround to profitability for the current quarter was mainly contributed by higher volume of production (production capacity utilisation of 42.9%) coupled with better revenue compared to the previous December 2008 quarter (production capacity utilisation of 9.6%) which was badly affected by closure of a major part of the plant for approximately, 4 months to facilitate earlier than expected Isasmelt furnace bricks relining and the erratic supply of battery scraps/raw materials by the vendors as they were reluctant to sell their high priced inventories at the then prevailing low lead prices.
e) The Group’s associate company in Singapore, Nutek Pte Ltd, contributed a profit of 
RM874,000 to the Group for the current December 2009 quarter compared to RM861,000 in the corresponding period of the preceding year.  
f) Overall, the Group recorded a profit of RM6.8 million on a higher revenue of RM41.8 million for the second current quarter of the financial year compared to a loss of RM6.6 million on a lower revenue of RM8.6 million in the previous December 2008 quarter. On a financial year-to-date basis to December 2009, the Group recorded a profit of RM2.9 million on a turnover of RM67.5 million compared to a loss of RM5.3 million on a turnover of RM36.7 million for the corresponding period in December 2008. 
14
Variance of results against preceding quarter

The Group recorded a profit after tax of RM6.8 million on a turnover of RM41.8 million for the current quarter of December 2009 compared to a loss after tax of RM3.8 million on a turnover of RM25.6 million in the preceding quarter of September 2009 as a result of higher revenue and contribution from our associate company for the current December 2009 quarter.
15
Current year prospects

Barring unforeseen circumstances, the Group’s performance should improve for the current financial year as it is in a better position to increase its output with the plant now moving towards full operation coupled with plans to continue importing raw materials to minimise the erratic supply pattern of battery scraps/raw materials locally in order to cater for the expected higher demand of the Group’s products. 
16
Profit forecast

Not applicable as no profit forecast was published.
17
Tax expense 

There were no provisions for taxation for the Group’s core business of manufacturing and trading of lead and lead alloy in the current financial quarter in view of tax loss position. 

18
Unquoted investments and properties

There were no profits/(losses) on sale of unquoted investments and/or properties for the 

current quarter and financial year to date.

19
Quoted investments

There were no purchases or disposals of quoted securities in the current financial period.

20
Status of corporate proposal announced

There were no corporate proposals that have been announced by the Company and not completed as at the date of this announcement.
21
Borrowings 

	
	Secured
	Unsecured
	Total

	Short Term borrowings
	 RM’000
	       RM’000
	RM’000

	    Bankers' Acceptance
	  -
	13,818
	         13,818

	    Trust Receipts
	                    -   
	-
	               -   

	    Bank Overdrafts
	                    -
	2,663
	             2,663 

	    Revolving Credit
	              29,952
	-
	           29,952     

	    Term Loans payable within 12 months
	              13,000 
	2,625
	            15,625

	    Hire Purchase payable within 12 months
	                      51
	-
	                  51

	     
	               43,003
	19,106
	            62,109

	Long Term borrowings
	
	
	

	    Term loans
	               39,000
	6,695
	             45,695

	    Hire purchase payables
	                    119
	-
	                   119

	    
	               39,119
	6,695
	             45,814


22
Off balance sheet financial instruments

There were no financial instruments with off balance sheet risk at the latest practicable date 

being a date not more than seven (7) days prior to the date of issue of this quarterly report.

23
Material litigations

Save as disclosed below, neither the Company nor any of its subsidiaries is engaged in any other material litigation, either as plaintiff or defendant, and the Board is not aware of any proceedings pending or threatened against the Company or any of its subsidiaries or of any facts likely to give rise to any proceedings which might materially affect the financial position and business of the Company or any of its subsidiaries:

(i)
Ipoh High Court Suit No
: 
22-164-2005

Plaintiff
:
MRI

Defendants
:
Heracell Battery Sdn Bhd (“Heracell”) and Lee Wan Hyung

MRI has filed a Writ of Summons against Heracell and Lee Wan Hyung as the guarantor for the sum of RM675,326.98 owing and due for the claim of goods sold and delivered by MRI to Heracell.

A Judgment in Default was entered against the 1st and 2nd defendant dated 24 November 2005.  A statutory notice pursuant to Section 218 of the Act (“Section 218 Notice”) was issued against Heracell.  On 14 February 2007, a fresh Section 218 Notice was served on Heracell as the first Section 218 Notice was defective.  

MRI has instructed the solicitors to initiate the winding-up proceeding against Heracell as Heracell has yet to settle the judgment sum obtained in the High Court of Ipoh in respect of goods sold and delivered to Heracell after the service of Section 218 Notice on them.  MRI also instructed the solicitors to initiate the bankruptcy proceeding against Lee Wan Hyung, the guarantor of Heracell.

(ii)
Shah Alam High Court Suit No
:
MT3-22-597-2006

Plaintiff

:
MRI

Defendants

:
ABI Malaysia Sdn Bhd (“ABI”)

MRI has filed as suit on 7 June 2006 to recover the sum of RM857,992.37 for goods sold and delivered to ABI.  ABI has filed a defence and counterclaim for general damages in respect of purported supply of defective goods by MRI.  MRI had filed a reply and a defence to the counterclaim on 27 November 2006.

On 30 January 2007, ABI gave a notice pursuant to Section 260(2) of the Act for the meeting of creditors at which the resolution for the voluntary winding-up of ABI is to be proposed.

The creditors’ meeting was held on 15 February 2007 whereby a liquidator was appointed.  A list of creditors prepared revealed that there are approximately 152 creditors with debts amounting to RM191,367,919.75.

The solicitors for ABI wrote on 16 March 2007 and are of the view that MRI would have to procure the leave of the High Court pursuant to Section 263(2) of the Act to continue with the present proceedings.

The liquidator has entered into a sale and purchase agreement on behalf of ABI on 8 October 2007 for the sale of ABI’s assets for RM22.3 million.  The completion period of this sale and purchase agreement (“SPA”) will be three (3) months plus one (1) month extension from the fulfilment of certain conditions. 

Pursuant to ABI’s letter dated 31 July 2009, ABI had addressed to the High Court that the liquidator had no intention to proceed with ABI’s counterclaim against MRI. Pursuant to ABI’s letter, the High Court had struck off ABI’s counterclaim on the last mention date fixed on 17 August 2009. Subsequent to the filing of proof of debts with the liquidator on 8 July 2009 and the striking off of the ABI’s counterclaim, MRI had on the same mention date applied for withdrawal of the suit with no order as to costs which the High Court had allowed as to the same.

24
Dividend

The Board of Directors does not recommend any dividend payment for the current financial period.

25
Basic earnings per share

	

	Current quarter
	Year to-date

	Number of ordinary shares in issue (‘000)
	47,760
	47,760

	Basic Earnings/(Loss) per share (Sen)
	14.18
	6.19


The Company does not have any dilution of its earnings per share. Accordingly, no diluted earnings per share are presented.

On behalf of the Board

LIM SHENG SEAW @ LIM CHENG FIE
24 February 2010
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