MINETECH RESOURCES BERHAD (575543-X)

Incorporated in Malaysia



A.
NOTES TO THE INTERIM FINANCIAL REPORT


FOR THE QUARTER ENDED 31 DECEMBER 2008
1. Basis of preparation
The interim financial reports are unaudited and have been prepared in accordance with Financial Reporting Standards (FRS) 134 - Interim Financial Reporting and Appendix 9B of the Listing Requirements of Bursa Malaysia Securities (“Bursa Securities”). It should be read in conjunction with the Group’s financial statements for the year ended 31 December 2007.

These explanatory notes attached to the interim financial reports provide an explanation of events and transaction that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2007.  
The accounting policies and methods of computation applied in the preparation of the quarterly financial statements are consistent with those previously adopted in the preparation of the audited financial statements for the year ended 31 December 2007, except for the adoption of the followings revised FRSs which are effective for the financial period beginning on or after 1 July 2007.

a)
FRS 107
Cash Flow Statements

b)
FRS 111
Construction Contracts

c)
FRS 112
Income taxes

d)
FRS 118
Revenue

e)
FRS 120
Accounting for Government Grants and Disclosure 


of Government Assistance

e)
FRS 137
Provisions, Contingent Liabilities and Contingent 


Assets
These amendments align the MASB’s FRS with the equivalent International Accounting Standards (“IAS”), both in terms of form and content. The adoption of these standards has only impact the form and content of disclosures presented in the financial statements.
2. Preceding year’s audit report
The annual audited financial statements for the financial year ended 31 December 2007 were not subject to any qualification.

3. Seasonal or cyclical factors
The Group’s business operations and performance are not significantly affected by any seasonal or cyclical factors except during the festive season in the month of February and October. The manufacturing and trading of industrial products will experience a shorter production and trading time during these two (2) months. 
4. Unusual items affecting assets, liabilities, equity, net income and cash flows
There were no unusual items affecting assets, liabilities, equity, net income and cash flows during the financial year under review except for the issuance of debt and equity as disclosed in item 6.


5. Change in accounting estimates 
There were no changes in estimates used for accounting estimates which may have a material effect for the current quarter under review.

6.
Issuance of debt and equity securities
a)
At an Extraordinary General Meeting held on 11 January 2006, the shareholders of the Company by an ordinary resolution authorized the Directors to repurchase the Company’s own shares. On 27 June 2007, the shareholders of the Company by an ordinary resolution renewed the share buy back authority. As at the date of announcement, the Company has repurchased 57,000 ordinary shares of RM1.00 each from the open market at a total consideration of RM48,348. On 21 January 2008, these shares have been subsequently subdivided to 285,000 ordinary shares of RM0.20 each. 
There was no resale or cancellation of these shares. The shares are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act, 1965.
b)
On 21 July 2006, the Company proposed to undertake the issuance of up to RM100 million partially underwritten Murabahah Notes Issuance Facility / Islamic Medium Term Notes (“MUNIF / IMTN”) (“Facility”). On 29 August 2006, the Securities Commission had approved the Facility vide its letter dated 25 August 2006.
As at the date of announcement, the Company had issued and redeemed the following MUNIF. 
	Issued/(redeemed) date
	Nominal value (RM’000)

	05 Oct 2006
	25,000

	26 Jan 2007
	15,000

	07 May 2007
	   5,000

	31 Jul 2007
	   2,000

	05 Dec 2007
	   (1,000)

	25 Apr 2008
	   (5,000)

	25 Apr 2008
	   (1,000)

	05 Jun 2008
	   (5,000)

	07 Aug 2008
	   (5,000)

	Total
	30,000


The proceeds from the drawdown have been utilised in the following manner:-

	
	
	Proposed
	Utilised

	
	
	RM’000
	RM’000

	
	
	
	

	Repayment of the existing banking facilities of the Company
	
	20,000
	11,530

	Future capital expenditure and / or investments of the Group in Malaysia
	
	60,000
	22,857

	Fees and expenses in relation to the Facility
	
	1,500
	1,100

	Working capital requirements of the Group in Malaysia
	
	18,500
	11,513

	Total 
	
	100,000
	47,000

	Less:- Total repayments
	
	
	(17,000)

	
	
	
	30,000


c)
On 21 January 2008, the issued and paid up share capital of the Company of RM60,494,300, which comprising of 60,494,300 ordinary shares of RM1.00 each was subdivided into 302,471,500 ordinary shares of RM0.20 each.
7.
Dividend payment
There were no dividends paid during the current financial quarter.
8. Segmental reporting

            
         Current Quarter       Cumulative Quarter
	


	Revenue (RM’000)
	PBT

(RM’000)
	Revenue (RM’000)
	PBT

(RM’000)

	Quarry Operations
	21,881
	(1,419)
	97,221
	227

	Civil Engineering  
	45
	(4,898)
	8,450
	(6,036)

	Premix Products 
	4,159
	(381)
	34,397
	1,336

	Others
	4,916
	(381)
	16,207
	(1,353)

	Inter-segment      Elimination
	(2,791)
	-
	(15,390)
	-

	Consolidation 
	28,210
	(7,079)
	140,885
	(5,826)


9. Valuation of property, plant and equipment
The valuation of property, plant and equipment has been brought forward without any amendments from the previous audited financial statements.

10. Material events not reflected in the financial statements
There were no material events subsequent to the end of current quarter.

11.
Changes in composition of the Group
There were no changes in the composition of the Group during the    quarter under review except the following:

a) On 3 November 2008, the paid up share capital of Minetech Korea Petroleum Industrial Sdn. Bhd. (“MKPI”), a subsidiary company, increased by RM2 million from RM1 million to RM3 million. Subsequently, MRB holds 1,530,000 ordinary shares of RM1.00 each in MKPI maintaining 51% shareholdings of the total share capital of MKPI.
12.
Contingent liabilities

Save as disclosed below, the Group does not have any contingent      liabilities:- 

a) A former employee of a subsidiary, Minetech Industries Sdn. Bhd. (“MISB”) has filed a claim against MISB for a sum of approximately RM70,000.00 for liquidated damages, special and general damages to be assessed by the court pursuant to injury arising from a personal accident during working hours. The Sessions Judge had allowed the plaintiff’s application to amend the Statement of Claim to state that K.S. Chin Minerals Sdn. Bhd. (“KSC”) and not MISB was the former employee’s employer on 3 August 2006. Hence, the application by MISB for striking out based on Sec.31 of the SOCSO Act became academic. An appeal was made to the High Court against the Session Judges order allowing the amendment to the Statement of Claim. On 14 January 2009, the High Court allowed our appeal i.e. rejected the plaintiff’s application to claim that KSC was his employer instead of MISB. Based on the said decision, we have refilled the application to strike out the plaintiff's suit at the Session Court. The matter is fixed for hearing on 11 March 2009 in respect of the striking out application. The Judge had also fixed the trial date for the case on 24 March 2009 in the event the striking out application is disallowed.

The Board of Directors, based on legal advice, is of the opinion that the Group has valid grounds to succeed in defending this litigation and striking out the suit based on Sec 31 of the SOCSO Act.


RM’000
b)
Bank guarantees issued in favour of third parties            
5,852
13. Capital Commitments
Capital expenditure in respect of purchase of property, plant & equipment and motor vehicles:                    

RM’000
                                              

Approved and contracted for
-
Approved but not contracted for                                          
        -
	14. Related party transactions

Related party transactions of the Group for the 12 months ended 31 December 2008 are as follows:

Directors 

Rental paid to Choy Sen @ Chin Kim Sang

Rental paid to Low Choon Lan

Advisory fee paid to Lee Kah Keng @ Lee Kah Heng
Legal fee payable/paid to a firm of which Chai Woon Chew is a partner
	     
	RM’000

60
12

240
8


The Board of Directors, save for the interested directors are of the opinion that all business transactions between the Group and the interested Directors and interested substantial shareholders and/or persons connected to them are at arm’s length basis and on terms not more favourable to the related parties than those generally available to the public.
B. ADDITIONAL DISCLOSURES IN COMPLIANCE WITH THE BURSA SECURITIES LISTING REQUIRMENTS
15. Review of the performance of the Company and its principal     Subsidiary
The Group’s revenue for 4th quarter ended 31 December 2008 decreased by 22% to RM28.2 million as compared to RM36.2 million in the previous year corresponding quarter. The lower revenue was due to fewer contract works from civil engineering division as well as lower sales for quarry and premix products as a result of the slowing down of construction activities and delay on the implementation of government-funded projects and private projects.
The Group’s revenue for the year ended 31 December 2008 decreased from RM153.0 million to RM140.9 million as compared to the corresponding period in 2007. The sharp decrease in revenue from civil engineering division was cushioned by the increase in the revenue from quarry and premix products during the year ended 31 December 2008.
The Group’s loss before tax (“LBT”) for the 4th quarter ended 31 December 2008 reduced to RM7.1 million as compared to LBT of RM7.7 million in the previous year correspondence quarter. 
The Group’s LBT for the year ended 31 December 2008 also reduced to RM5.8 million as compared to LBT of RM6.9 million for the corresponding period in 2007. 

16. Explanatory comments on any material change in the profit before tax for the quarter reported on as compared with preceding quarter
The Group’s revenue for 4th quarter ended 31 December 2008 decreased by 16.5% to RM28.2 million as compared to RM33.8 million in the preceding quarter ended 30 September 2008. The drop in revenue was mainly due to lower demand for quarry products and no new contract works from engineering division.
The Group suffered loss before tax of RM7.1 million in the current quarter as compared to loss before tax of RM1.8 million in the preceding quarter. This is mainly due to provision for write off of amounts due from contract customers amounting to RM3.1 million.
17.   Prospects 
The cost pressures resulting from high material costs especially the diesel and bitumen prices have eased following the recent tumble of the crude oil price and drop in most commodities price globally.  However, the other raw materials consumed in quarry production remain higher when compared with the price level prior to the diesel price surge in July 2008. It remains to be seen whether the price of direct material would reduce further in the coming months. Nevertheless, the overall demand for quarry and premix products is still weak in view of the sluggish performance of the construction and property sector. 
The outlook in 2009 is very much dependent on the speedy implementation of RM7.0 billion economic stimulus package, projects & the second stimulus package to be announced in March 2009.
The Board expects that the Group will continue to face a challenging business environment for 2009 in view of the world financial crisis.


18.
Profit forecast/profit guarantee


Not applicable.

19.
Tax expense
	
	Current  Quarter 
ended 
31Dec 2008
	Current Quarter

 to Date

31Dec 2008

	
	RM’000
	RM’000

	Prior year
	
	

	Income tax 
	-
	-

	Deferred tax
	92
	(217)

	
	
	

	Current year
	
	

	Income tax 
	76
	76

	Deferred tax
	(260)
	(117)

	Total tax expenses 
	(92)
	(258)


Lower deferred tax was mainly due to the difference arising from lower statutory tax rate (25%) for the fiscal year of assessment 2009 onwards.

The Group’s effective tax rate is much lower than its statutory tax rate of 26% mainly due to the utilisation of unabsorbed capital allowance and reinvestment allowance brought forward for certain subsidiaries.
20.
Sales of unquoted investments and /or properties

There were no disposal of unquoted investments and/or properties for the current financial period ended 31 December 2008 except the following:
a) On 10 April 2008 , Minetech Construction Sdn. Bhd. (“MCSB”) entered into a Sale and Purchase Agreement (“Agreement”) with Noor Hisam Bin Wagiman and Nurasiah Binti Bujan, for the disposal of all that piece of freehold land held under GRN 184769 Lot No. 27016, Bandar Nilai Utama, Daerah Seremban, Negeri Sembilan Darul Khusus bearing a postal address at PT 5734, Jalan BBN 9/2B, Bandar Baru Nilai, 71800 Nilai, Negeri Sembilan Darul Khusus, for a total consideration of RM130,000.00 only, subject to the terms and conditions as stipulated in the Agreement. There is no gain or loss resulted in the disposal. 

b) On 14 April 2008, MCSB entered into a Sale and Purchase Agreement (“Agreement”) with Abdul Halim Bin Abdullah and Fariza Binti Ibrahim, for the disposal of all that piece of freehold land held under GRN 184507 Lot 25202, Bandar Nilai Utama, Daerah Seremban bearing a postal address at Lot 7430, Jalan BBN9/3F, Desa Anggerik, Bandar Baru Nilai, 71800 Nilai, Negeri Sembilan Darul Khusus, for a total consideration of RM120,000.00  only, subject to the terms and conditions as stipulated in the Agreement. There is no gain or loss resulted in the disposal. 

c) On 26 September 2008, KSC entered into a Sale and Purchase Agreement (“Agreement”) with Akarumi F&B Management Sdn. Bhd. (Company No. 414987-D), a company incorporated in Malaysia for the disposal of three (3) units of office known as unit no. E02-GF, E02-L1 & E02-L2, Dataran Prima bearing the postal address at E1-29-01, E1-29-02 and E1-29-03, Jalan PJU1/42, Dataran Prima, 47301 Petaling Jaya, Selangor Darul Ehsan for a total consideration of RM1,350,000.00 only subject to the terms and conditions as stipulated in the Agreement. The estimated gain on disposal is RM470,879.
21.
Quoted securities

a)
There were no purchases or disposal of quoted securities for the current financial period ended 31 December 2008.
b)
There were no investments in quoted securities for the current financial period ended 31 December 2008.
22.
Status of corporate proposals

There is no corporate proposal announced but not completed as at the date of this announcement except for the following:

a. On 19 November 2008, Alliance Investment Bank Berhad (“Alliance”) on behalf of the Board, announced that Minetech Resources Berhad (“Minetech”) proposed to undertake a proposed private placement of up to 10% of the issued and paid up capital of the Company at an issue price to be fixed (“Proposed Private Placement”). The proceeds to be raised from the Proposed Private Placement shall be utilized to repay part of bank borrowings & finance the working capital of the Group.

The Securities Commission (“SC”) had via its letter dated 2 December 2008, approved the Proposed Private Placement subject to the following conditions:


(i) At least 30% of the placement Shares to be issued pursuant to the Proposed Private Placement must be placed out to Bumiputera Investors;
;


(ii) Alliance and Minetech should comply with the relevant requirements of the SC’s Guidelines on the Offering of Equity & Equity Linked Securities in implementing the Proposed Private Placement; and

   (iii) Alliance and Minetech should inform SC upon the completion of the Proposed Private Placement.


Bursa Malaysia Securities Berhad, via its letter dated 22 December 2008 approved in principle the listing of up to 30,218,650 new ordinary shares of RM0.20 each in Minetechto be issued pursuant to the abovementioned Proposed Private Placement.

23.
Group borrowings

The Group’s borrowings are as follows:-






    
As at 31Dec 2008
	
	Total

(RM’000)

	Current liabilities – secured
	

	Hire purchase and lease creditors
	6,752

	Term loans
MUNIF Notes
	1,297
29,267

	Trade financing/short term borrowings
	4,532

	Bank Overdrafts
	1,126

	Sub total
	42,974


	Current liabilities-unsecured
	

	Trade financing/ short term borrowings
	10,754

	
	

	Total
	53,728

	
	

	
	

	Non-current liabilities-secured
	

	Hire purchase and lease creditors
	15,637

	Term loans
	3,712

	
	

	Total
	19,349

	
	

	Grand Total
	73,077


24.
Off balance sheet financial instruments

There were no off balance sheet financial instruments at the date of this quarterly report.

25.
Material litigation

Save as disclosed below, MRB Group is not engaged whether as plaintiff or defendant in any legal action, proceeding, arbitration 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 any fact likely to give rise to any proceedings which might materially and adversely affect the position or business of the MRB Group:-

a)
Alor Setar High Court Originating Summons No: 24-709-2006
An Originating Summons 24-709-2006 was filed at the Alor Setar High Court by Awang @ Harun bin Ismail and 6 others against the State Government of Kedah and 5 others and received by the Company’s Management on 10 May 2006. The 6th Defendant in the Originating Summons is KSC. The Plaintiffs were seeking an injunction to stop the quarry works and declarations to inter-alia nullify the approvals of the Kedah State Government and other relevant authorities to carry out the quarry work.  In addition, the Plaintiffs have prayed for damages for pollution and losses suffered and for the leaseholder Kemelong & Sankojaya Construction Sdn Bhd (“5th Defendant”) and KSC to rectify damage caused principally to Sungai Singkir. However, all the 6 Defendants filed separate applications to strike out the Originating Summons. On 12 December 2006, the Learned Judge struck out the Originating Summons filed by the plaintiffs. The plaintiffs have filed an appeal to the Court of Appeal on 24 December 2006. 

On 14 October 2008, the Court of Appeal decided that the Originating Summons should not have been dismissed on the preliminary objections.

The effect of the Court of Appeal’s decision is that the Originating Summons can now continue to be heard by the Alor Setar High Court. KSC’s solicitors have been instructed to challenge and resist the Plaintiff’s Originating Summons which is now fixed for mentioned on 1 March 2009 pending the outcome of the Motion filed at the Federal Court as described below:

KSC’s solicitors have filed a Motion for leave to Appeal to the Federal Court on 12 November 2008 to appeal against the decision of the Court of Appeal delivered on 14 October 2008. Following the Federal Court’s decision on 24 February 2009, where the Federal Court refused to grant us leave to appeal and awarded costs to the plaintiffs, the Originating Summons will now continue at the High Court on 1 March 2009.
b)
Saujana Triangle Sdn Bhd (“Saujana”)
Minetech Construction Sdn. Bhd. (“MCSB”) filed a claim on 30 April 2008 for RM1,004,357.93 for non-payment of contract work done. We have filed the Summons In Chambers for Judgement in Default of Defence on 17 October 2008. The said application was rejected since the Defendant had filed a defence but is yet to serve the same on MCSB. MCSB has now directed the solicitor to file the Summon In Chambers for Summary Judgement. 
The Board of Directors, based on the legal advice, is of the opinion the Company should be able to obtain Summary Judgment against Saujana.

c) 
Macronamic Sdn Bhd (“Macronamic”)
MCSB has filed a claim on 24 April 2008 for work done:

i)
amount certified RM1,043,562.66

ii)
amount not certified RM2,164,885.95

iii)
Retention sum RM314,619.41

Macronamic filed a reply and a “purported” counter-claim for RM1,691,373.30 or for at least RM345,040.97 and for damages.  MCSB has denied Macronamic’s  Counter-Claim by filling a reply to the same.
MCSB has filed the Summon in Chambers for Summary Judgement which is now fixed for hearing on 4 March 2009.

The Board of Directors, based on the legal advice, is of the opinion the Company should succeed in an application for the Summary Judgement (Order 14) against Macronamic.
26.
Dividend

No interim dividend has been declared or recommended in respect of the financial quarter under review.

27.
Earnings Per Share
	
	Individual Quarter

Current Quarter ended

31 Dec 2008
	Cumulative Quarter 
Current period YTD ended

31 Dec 2008

	Basic Earnings Per Share 
	
	

	Net loss for the period (RM’000)
	(6,633)
	(4,964)

	Weighted average no of ordinary share of RM0.20 each (‘000)
	302,472
	302,472

	Basic loss per share (sen)
	(2.19)
	(1.64)


28.
This Quarterly Results for the financial period ended 31 December 2008 has been seen and approved by the Board of Directors of MRB on 25 February 2009 for release to the Bursa Securities.
By Order of the Board

Mah Li Chen ( MAICSA  7022751)

Lee Wai Kim ( MAICSA  7036446)
Company Secretaries

25 February 2009
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