ALUMINIUM COMPANY OF MALAYSIA BERHAD  (ALCOM) - (3859-U)
(Incorporated in Malaysia)

NOTES TO THE CONSOLIDATED ACCOUNTS 

FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2001

1
ACCOUNTING POLICIES

Accounting policies and methods of computation used in the above quarterly results are the same as that compared with the last annual financial statements. 

2 EXCEPTIONAL ITEM

There was no exceptional item for the quarter ended 31 December 2001.

3 EXTRAORDINARY ITEM

There was no extraordinary item for the quarter ended 31 December 2001.

4 TAXATION 


Quarter 4 2001
YTD December 2001

Current Taxation
RM0.021 million
RM0.037 million

Deferred Taxation
RM 0.89 million
RM2.69 million

Under/Over provision 
0
0

The current taxation provision of RM13K is in respect of interest income at the subsidiary Alcom Nikkei Specialty Coatings Sdn Bhd (ANSC).  The deferred taxation charge of RM0.89 million for the quarter ended 31 December 2001 increased the charge for year to date to RM2.69 million. 

5 INVESTMENT

There was no profits/losses arising on sale of investments or properties for the quarter ended 31 December 2001.

6 PARTICULARS OF PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There was no purchase or disposal of quoted securities during the quarter ended 31 December 2001.

7 CHANGE IN COMPOSITION

On 23 November 2001, Alcom announced that it was proposing to terminate its joint venture business with Sarnaz Sdn Bhd (“Sarnaz”), which is carried out by its subsidiary company, namely Alcom Aluminium Services Sdn Bhd (“AAS”). An agreement towards this end was entered into and signed on 23 November 2001. The dissolution, which will be based on the joint venture partners’ respective equity, stakes proportion in AAS and its audited net tangible asset value as at 30 June 2001 is expected to be completed in Q1 2002.

On 25 February 2002 Alcom announced that the Company had, on 21 February 2002 entered into a conditional sale and purchase agreement (“SPA”) with Chin Foh Malaysia Berhad(CFB) and C. F. Advanced  Marketing Sdn Bhd (CFAM) for the following:- 

a) Proposed disposal of 25,976,002 ordinary shares of RM1.00 each representing 85% equity interest in AESB , a wholly owned subsidiary of the Company, to CFAM, a wholly owned subsidiary of CFB, for a sale consideration which shall be determined as equivalent to 85% of the discounted net tangible assets of AESB as at 30 June 2002 (“Proposed Disposal”); and

b) a call and put option between Alcom and CFAM in respect of the balance of the 4,584,000 ordinary shares of RM1.00 each representing 15% equity interest in AESB. 


8 STATUS OF CORPORATE PROPOSALS

There is no corporate proposal announced which is pending completion at date of this report.

9 DEBT/EQUITY SECURITIES AND SHARE BUY-BACKS

Under ALCOM’s Employee Share Option Scheme, the eligible employees of the Alcom Group accepted the first tranche options to purchase 3,845,000 shares at the option price of RM2.48 per share in year 2000.  Subsequently, in July 2001 Alcom offered second tranche options of 3,969,000 at an option price of RM 1.07 per Alcom share to all eligible employees, out of which 3,523,000 options were accepted. No option has been exercised by the employees to-date.

During the quarter ended 31 December 2001, the Company bought a total of 2,000 ordinary shares at the price of RM0.995 per share for a total consideration of RM2,008.  For the year 2001, a total of 205,000 shares were purchased. These shares are retained as treasury shares. In the same quarter, the Company did not issue or repay any debt or equity securities.  

10 GROUP BORROWINGS

As at 31 December 2001, the ALCOM group had no bank borrowings outstanding.


11 CONTINGENT LIABILITIES

The ALCOM Group has no contingent liabilities as at date of this report. 

12 OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk applicable for the quarter ended 31 December 2001.

13 MATERIAL  LITIGATION

There is no material litigation, which is not in the ordinary course of business as at date of this report.

14 SEGMENTAL REPORTING

The ALCOM Group is solely involved in the manufacturing of aluminium products and operates within Malaysia

15 MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION

There was no material change in factors affecting the performance of the Group for the quarter under review.

16 REVIEW OF RESULTS

The last quarter for the year was a difficult one for the ALCOM group as demand for its products shrank unexpectedly.  The turnover for the quarter of RM59 million was sharply lower than the preceding quarter’s RM71 million and the RM75 million in the corresponding period in year 2000.

Export sales registered only 87% of the third quarter levels and was only 70% of the shipments achieved in Quarter 4 2000.  The weak global economic scenario prevailing at the beginning of the Quarter 4 was shaken further by the events in the United States.  The resultant uncertainty affected general confidence and reduced export demand in general. 

A net loss after tax and before minority interests of RM3.3 million was sustained for the quarter.  This compared with a net profit of RM1.3 million in the previous quarter and RM1.9 million in Q 4 2000. The extrusion operations carried out by AESB continued to sustain losses. 

The Group continued its focus on reducing operating cost levels as part of its efforts to raise productivity and remain a competitive player.  Against the background of lower demand, a decision was taken to reduce staffing levels and the restructuring costs of RM3.0 million has been recognised in the accounts.   A decision was also made during the year to adopt a more aggressive policy of providing for stores obsolescence and a charge of RM2 million for this purpose was taken up in the accounts in the last quarter.

The Group ended the year after tax and before minority interests with a net loss of RM3.4 million.  The outage due to the fire at the cold mill in the beginning of the year at a time when loading of orders was strong caused a setback that could not be mitigated.  The effort to make good was disrupted by the sharply lower demand in the last quarter of the year.

Working capital management continued to be tight and receivable and inventory levels were reduced.

Cash and cash equivalent at year end amounted to RM41.6 million as against RM33.1 million at the end of Q3 2001 and RM20.9 million at the end of year 2000. (The end of year 2000 cash figures have been adjusted to include the cash at Alcom Nikkei Specialty Coatings Sdn Bhd  - an associate company at end 2000 but which is a subsidiary at end 2001) 

17 MATERIAL EVENTS 

There has not arisen in the interval between the end of the quarter ended 31 December 2001 and the date of this report any item, transaction or event of a material and unusual nature likely to affect substantially the results of the operations of the Group or the Company for the year in which this report is made. 

18 SEASONALITY OR CYCLICALITY OF OPERATIONS

The ALCOM Group’s operations were not subject to any seasonal or cyclical changes

19 CURRENT YEAR PROSPECTS

The prospects for the quarter ahead are expected to be difficult.  Continued weak demand and lower margins are the principal twin challenges that have to be faced and overcome in the near term. The Board of Alcom is of the view that the decisions taken and the strategies adopted by the Group will enable it to enhance shareholder value in the longer term. 
20 FORECAST PROFITS/PROFIT GUARANTEE

Not Applicable

21 DIVIDENDS

The Board proposed that a tax exempt final ordinary dividend of 5% be paid in respect of the financial year ended 31 December 2001. (2000: 5.0% tax exempt which amounted to RM6,613,092)

The proposed dividend amounting to RM6,602,842 is subject  to the approval of the shareholders  and if approved, will be paid sometime in July this year. 

BY ORDER OF THE BOARD

CHARLES KOAY

CHIEF FINANCIAL OFFICER

PETALING JAYA

26 February 2002
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