

ALUMINIUM COMPANY OF MALAYSIA BERHAD

(Incorporated in Malaysia)


NOTES TO THE INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 30 SEPTEMBER 2002

1 BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in accordance with MASB 26

“Interim Financial Reporting’ and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing

Requirements, and should be read in conjunction with the Group’s financial statements for the  

year ended 31 December 2001. 

The accounting policies and presentation adopted for the interim financial report are consistent 

with those adopted for the annual financial statements for the year ended 31 December 2001 

except for the following:

Dividends


In previous years, dividends were accrued as a liability when proposed by Directors.  The Group has now changed this accounting policy to recognise dividends in shareholders’ equity in the period in which the obligation to pay is established in accordance with MASB 19.  Therefore, final dividends are now accrued as a liability after approval by shareholders at the Annual General Meeting.  The effect of the change is disclosed in the condensed consolidated statement of changes in equity. 

2 CARRYING AMOUNT OF REVALUED ASSETS

Property, plant and equipment


The valuation of land and buildings has been brought forward, without amendment from the previous annual report.

3 TAX


Quarter ended 30 September
9 months ended 30 September


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

In respect of current period





 - income tax
7
13
34
16

 - deferred tax
780
600
1,980
1,800


787
613
2,014
1,816

In respect of prior period





 - income tax
(179)
-
(179)
-


608
613
1,835
1,816

The effective tax rate for the period presented above was lower than the statutory income tax rate due mainly to the availability of unabsorbed tax losses brought forward from prior years.

4 EARNINGS PER SHARE



Quarter ended 30 September
9 months ended 30 September



2002 
2001 
2002 
2001 

 (a) Basic earnings per share 






 Net (loss)/profit for the period 
 (RM,000) 
         (5,244)
           1,447 
         3,899 
              61 

 Weighted average number of 

      ordinary shares in issue 
 ('000) 
      132,074 
       132,194 
     132,066 
      132,239 

 Basic earnings per share 
 (sen) 
          (3.97)
            1.09 
           2.95 
           0.05 

 (b) Diluted earnings per share 






 Net (loss)/profit for the period 
 (RM,000) 
         (5,244)

         3,899 


 Weighted average number of 

      ordinary shares in issue 
 ('000) 
      132,066 

     132,066 


 Adjustment for share options 
 ('000) 
            406 

            381 


 Weighted  average number of 

      ordinary shares for 

      diluted earnings per share 
 ('000) 
      132,472 

     132,447 


 Diluted earnings per share 
 (sen) 
          (3.96)

           2.94 


 There was no dilution impact on the earnings per share for the period ended 30 September 2001.
5 INDIVIDUALLY SIGNIFICANT ITEMS

An individually significant item for the three months ended 30 September 2002 is as follows:

RM’000

Restructuring costs relating to employees of a subsidiary company    

 
   8,063

6 EXTRAORDINARY ITEM

There was no extraordinary item for the quarter ended 30 September 2002.

7 INVESTMENT


There was no profit/loss arising on sale of investments or properties for the quarter ended 30

September 2002.

8 PARTICULARS OF PURCHASE OR DISPOSAL OF QUOTED SECURITIES

There was no purchase or disposal of quoted securities during the quarter ended 30 September 2002.

9 CHANGE IN COMPOSITION


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 Berhad (CFB) and C. F. Advance  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 NTA of AESB as at 30 June 2002 (Said Date); 

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


While CFB and CFAM have obtained approvals from their shareholders for the above-mentioned proposal, they are still awaiting approvals from the various regulatory authorities to proceed with the transaction.  As per the “SPA” the proposed disposal was subject to all the relevant approvals being obtained within six months from 21 February 2002 (being the date of the SPA).    


In this connection Alcom announced on 27 September 2002 that it had mutually agreed with CFB and CFAM to extend the approval period by an additional 3(three) months, expiring on 20 November 2002.


On 8 October 2002, Alcom announced that it had agreed with CFM and CFAM to vary certain terms of the SPA as follows:

i) Meaning of ‘Said Date” has been revised from ‘30 June 2002’ to ‘the last date of the month preceding the date when the approval of the SC is obtained or in the case where an Adverse Condition is imposed by the SC, the date when the said approval shall be deemed to have been obtained in accordance with Clause 3.6 hereof”.

ii) Clause 6.3 of the SPA is revised to read “CFAM shall procure and ensure the completion of the preparation of the Completion Audit Report by CFAM’s Accountants and the presentation of a copy of the same to Alcom within fourteen (14) days from the date the approval of the SC is obtained (revised from Said Date).  Thereafter, Alcom shall communicate their decision as to whether or not they approve the Completion Audit Report within a period of seven (7) days of such presentation.” 

10 STATUS OF CORPORATE PROPOSALS

Apart from the above, there is no corporate proposal announced which is pending completion at the date of this report.

11 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. 2 employees exercised options to purchase 17,000 shares at RM 1.07 per share in the quarter ended 30 June 2002.

In the quarter ended 30 September 2002, no employees exercised their option to purchase the Company’s shares. However, in November 2002, another 2 employees exercised options to purchase 17,000 shares at RM 1.07 per share.  

During the quarter ended 30 September 2002, the Company did not effect any share buy-back. The number of shares retained as treasury shares remain at 205,000 being the total number of shares purchased in 2001. In the same quarter, the Company did not issue or repay any debt or equity securities.
12 GROUP BORROWINGS

As at 30 September 2002, the Alcom Group had no bank borrowings outstanding.


13 CONTINGENT LIABILITIES

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

14 CAPITAL COMMITMENTS

Authorised capital expenditure for property, plant and equipment not provided for in the financial statements as at 30 September 2002 are as follows:





RM’000

- contracted


RM319

- not contracted


RM3,040

15 SIGNIFICANT RELATED PARTY TRANSACTIONS



           


RM’000



Purchases of materials from:


-     Nippon Light Metal Company Ltd, a related company incorporated in Japan

23,099


-     Alcan Taihan Aluminium Ltd, a related company incorporated in Korea

208

· Alcan Tradings Ltd, a related company incorporated in Switzerland

2,224

· Nikkei Singapore Aluminium Pte Ltd, a related company incorporated in Singapore        509

· Alcan Nikkei China Limited, a related company incorporated in Hong Kong

4,074   

Technical service fees charged by ultimate holding company


592

Operational headquarters management fees charged by a related company

480







((((((


16 OFF BALANCE SHEET FINANCIAL INSTRUMENTS

There were no financial instruments with off balance sheet risk applicable for the quarter ended 30 September 2002
17 MATERIAL LITIGATION

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

18 SEGMENTAL REPORTING

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

19 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.

20 REVIEW OF RESULTS

Group revenue for the quarter amounted to RM66 million compared to RM79 million in Q2 and RM71 million in the corresponding quarter of the previous year. 

Export sales reduced to 39% of total shipments for the quarter, lower than the 50% registered in Q2 but close to the 40% registered in Q3 2001. Domestic sector demand was insufficient to fill the gap from the lower demand from export customers.

A net loss before tax of RM4.3 million was registered for the quarter as against the RM11.8 million profit in Q2 and RM1.9 million profit in the corresponding period in year 2001.  The loss in the quarter was sustained after making a special provision for restructuring costs amounting to RM8.1 million. These restructuring costs arise from the proposed divestment of wholly owned subsidiary Alcom Extrusion Sdn Bhd, which operates the extrusion business. With the exclusion of this special charge, a profit of RM3.8 million would have been attained for the quarter.

Group cash reserves continued to increase and at end of September 2002 amounted to RM38.6 million as against RM27.4 million at the end of the preceding quarter and RM33.1 million in Q3 2001.

21 MATERIAL EVENTS

There has not arisen in the interval between the end of the quarter ended 30 September 2002 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. 

22 SEASONALITY OR CYCLICALITY OF OPERATIONS

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

23 CURRENT YEAR PROSPECTS

Declining stock markets, rising oil prices and generally weak demand are some of the factors that have added significant downside risk to global growth.   In these circumstances, although Malaysia’s own growth thus far has been healthy, it would be difficult to avoid the impact of external factors on its economy. The recent Malaysian budget signaled a shift in strategy from foreign direct investments and export markets to domestic growth and is an attempt to limit the impact from the external environment. 

Against such a background, Alcom’s board envisages a challenging quarter ahead with continued pressure on prices as manufacturers find ways to shed surplus capacity as well as with the impact of AFTA. The differentiation in margins obtained in the export and domestic market has been reducing in line with the reduction in trade barriers. Consequently manufacturers will have to operate in an increasingly competitive environment. 

However, as in the past the board is confident that the Company is prepared for the challenges and will perform creditably in the quarter ahead, thus continuing to provide value to the Group’s shareholders in the longer term.

24 FORECAST PROFITS/PROFIT GUARANTEE

Not Applicable

25 DIVIDENDS

The Board has approved a tax-exempt interim ordinary dividend of 5% to be paid in respect of the financial year ending 31 December 2002. The dividend amounting to approximately RM6,604,392 will be paid on 20 December this year. (2001:  5.0% tax exempt final dividend which amounted to RM6,603,692).   

BY ORDER OF THE BOARD

CHARLES KOAY

CHIEF FINANCIAL OFFICER

PETALING JAYA

28 NOVEMBER 2002

