

ALUMINIUM COMPANY OF MALAYSIA BERHAD

(Incorporated in Malaysia)


NOTES TO THE INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 31 DECEMBER 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 AUDIT REPORT ON FINANCIAL STATEMENTS FOR PRECEDING FINANCIAL YEAR 

There were no audit qualifications on the annual financial statements for the year ended 31 December 2001.

3 SEASONALITY OR CYCLICALITY OF OPERATIONS

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

4 EXTRAORDINARY ITEMS

There was no extraordinary item for the quarter ended 31 December 2002.

5 INDVIDUALLY SIGNIFICANT ITEMS

There was no individually significant item for the three months ended 31 December 2002.  However in respect of the financial year ending on the same day an individually significant item provided for in Q3 2002 was as follows: 

RM’000

Restructuring costs relating to employees of a subsidiary company 

 
     8,063

6 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 shares at an option price of RM 1.07 per Alcom share to all eligible employees, out of which 3,523,000 options were accepted. Two employees exercised options to purchase 17,000 shares at RM1.07 per share in the quarter ended 30 June 2002.

In the quarter ended 31 December 2002, 2 employees exercised options to purchase 14,000 shares at RM1.07 per Alcom share.  This brought the total number of share options exercised during the year to 31,000.  

During the quarter ended 31 December 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.
7 DIVIDENDS PAID

During the quarter, a  5% interim tax-exempt dividend was approved by the Board and paid in respect of the financial year ended 31 December 2002. The dividend amounting to approximately RM6,604,392 was paid on 20 December 2002. 
8 SEGMENTAL REPORTING

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

9 CARRYING AMOUNT OF REVALUED ITEMS

Property, plant and equipment


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

10 MATERIAL EVENTS

There has not arisen in the interval between the end of the quarter ended 31 December 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. 

11 CHANGE IN COMPOSITION

Alcom’s conditional sale and purchase agreement with Chin Foh Berhad (CFB) and C. F. Advance Marketing Sdn Bhd (CFAM) relating to the proposed divestment of the extrusion business carried out by Alcom’s wholly owned subsidiary Alcom Extrusion Sdn Bhd (AESB) expired on 20 November 2002. 

Alcom is examining alternatives in view of the planned divestment not being completed within the year 2002 as earlier envisaged.

12 CONTINGENT LIABILITIES

The Alcom Group has no contingent liabilities as at date of this report.
13 REVIEW OF RESULTS

Group Sales revenue of RM59 million registered for the quarter was the same as that registered in the corresponding period last year, but was lower than the RM66 million attained in Q3 2002. 

Export sales increased from 39% of total shipments in the preceding quarter to 48% in the quarter under review.  This proportion was also higher than the 43% achieved in Q4 2001.  General  weaknesses in both domestic as well as regional economies resulted in lower demand in the quarter. During the quarter, the stock overhang especially in the air-conditioner industry has impacted the demand for fin stock. 

In the quarter reviewed, the Group attained a net operating profit before tax of RM1.9 million as against the RM4.3 million loss in the preceding quarter and RM2.4 million loss in the corresponding period in  2001.  The Group net operating profit before tax for the year thus amounted to RM9.7 million as compared to the loss of RM0.7 million the year before. The results for 2002 were arrived at after making a special provision in Q3 2002 for restructuring costs amounting to RM8.1 million. These restructuring costs arose from the proposed divestment of wholly owned subsidiary Alcom Extrusion Sdn Bhd, which operates the extrusion business. Without this special charge, an operating profit before tax of RM17.8 would have been reflected for the year. 

In December 2002 a 5% interim tax-exempt dividend amounting to RM6.6 million was paid in respect of the financial year ending 31 December 2002.  The Group has cash reserves amounting to RM38.8 million as at the end of 2002 compared with RM38.6 million at the end of Q3 2002 and RM41.6 million in 2001. 
14 MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION

A special provision was made in Q3 2002 for restructuring costs amounting to RM8.1 million in respect of termination benefits payable to employees of the extrusion business, which is in the process of being divested.    

15 CURRENT YEAR PROSPECTS

The slowdown in the global economy continues to be a drag on Malaysia’s economic growth in spite of sustained increases in oil and palm oil prices.  There is growing concern that the earlier consensus of a better performance in 2003 may be at risk because of mounting uncertainties especially with heightened political tensions in the Middle East. Oil prices that have recently moved up will have a direct impact on manufacturer’s energy costs in the first quarter of this year. A competitive environment of lower trade barriers, surplus capacities, reduced margins and generally weaker demand from various sectors, further compounds this scenario. Against this background, manufacturers will be hard pressed to register improved profitability in the coming quarter.

While cognizant of the resultant challenges arising in the year ahead, Alcom’s Board remains cautiously optimistic that shipment volume growth is still possible and that strategies being undertaken would help ensure that the Group continues to maximise value for the shareholders.

16 PROFIT FORECAST/PROFIT GUARANTEE

Not applicable

17 TAX


Quarter ended 31 December
12 months ended 31 December


2002
2001
2002
2001


RM’000
RM’000
RM’000
RM’000

In respect of current period





 - income tax
1
22
35
37

 - deferred tax
3,614
890
5,594
2,690


3,615
911
5,629
2,727

In respect of prior period





 - income tax
-
-
(179)
-


3,615
911
5,450
2,727

The effective tax rate for the period presented was higher than the statutory income tax rate mainly due to provision made at Alcom Company level for diminution in value of investment in a subsidiary company which is not deductible for taxation purposes. 

18 PROFITS/(LOSSES) ON SALE OF UNQUOTED INVESTMENTS AND PROPERTIES


There was no profit/loss arising on sale of unquoted investments or properties for the quarter ended 31 December 2002.

19 PARTICULARS OF PURCHASE OR DISPOSAL OF QUOTED SECURITES

There was no purchase or disposal of quoted securities during the quarter ended 31 December 2002.

20 STATUS OF CORPORATE PROPOSAL

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

21 GROUP BORROWINGS
As at 31 December 2002, the Alcom Group had no bank borrowings outstanding.


22 OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Forward foreign exchange contracts 

Asides from using natural hedges, the Alcom Group also enters into forward foreign currency exchange contracts to limit their exposure on foreign currency receivables and payables, and on cash flows generated from anticipated transactions denominated in foreign currencies.

As at 19 February 2003, the notional amount of foreign exchange contracts that were entered into as hedges for sales amounted to RM5.614 million.  This amount represent the future cash flows under contracts to sell the Singapore Dollar. The settlement dates of these forward contracts range between 1 month to 4 months.  

Forward metal price contracts

Alcom’s selling price to its customers is made up of an underlying metal component as well as a margin being costs of fabrication.  As the underlying metal price is subject to changes during the period between the date at which the selling price is fixed and the procurement of the metal, Alcom in certain situations enters into forward hedge positions to lock in the price committed in the selling price. This is on the back of long term orders placed by customers. 

As at 19 February 2003, the notional amount of metal purchased hedged forward amounted to RM2.919 million.  The settlement dates of these contracts range between 1 to 6 months.  The metal has also been sold forward for the notional total amount of RM2.882 million by Alcom to its customers with the maturity of these contracts being between 2 to 7 months.
23 MATERIAL LITIGATION

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

24 APPROVED DIVIDENDS NOT YET  PAID

Not applicable

25 EARNINGS PER SHARE



Quarter ended 31 December
12 months ended 31 December



2002 
2001 
2002 
2001 

 (a) Basic earnings per share 






 Net (loss)/profit for the period 
 (RM,000) 
         (869)
          (3,034) 
         3,031 
           (2,973) 

 Weighted average number of 

      Ordinary shares in issue 
 ('000) 
      132,083 
       132,056 
     132,071 
      132,194 

 Basic earnings per share 
 (sen) 
          (0.66)
            (2.30) 
           2.29 
          (2.25) 

 (b) Diluted earnings per share 






 Net (loss)/profit for the period 
 (RM,000) 
         (869)

         3,031 


 Weighted average number of 

      Ordinary shares in issue 
 ('000) 
      132,083 

     132,071 


 Adjustment for share options 
 ('000) 
            326 

            316 


 Weighted  average number of 

      Ordinary shares for 

      Diluted earnings per share 
 ('000) 
      132,409 

     132,387 


 Diluted earnings per share 
 (sen) 
          (0.66)

           2.29 


 There was no dilution impact to the earnings per share for the period ended 31 December 2001. 

26 SIGNIFICANT RELATED PARTY TRANSACTIONS



           


RM’000




Purchases of materials from:


-     Nippon Light Metal Company Ltd, (NLM) a related company incorporated in Japan
21,654


-     Aluminium of Korea Ltd, Korea a related company incorporated in Korea

184

· Alcan Trading Ltd, a related company incorporated in Switzerland

1,594

· Nikkei Singapore Aluminium Pte Ltd, a related company incorporated in Singapore        256

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

4,546 

· Alcan Aluminium Corporation, a related company incorporated in US                             394 

      Sales of finished goods to:

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

338

· Alcan Nikkei Siam Limited, a related company incorporated in Thailand
     
42


Technical service fees charged by ultimate holding company


537

Paint development charges charged by NLM, a related company incorporated in Japan        112



Operational headquarters management fees charged by a related company

204







((((((


BY ORDER OF THE BOARD

CHARLES KOAY

CHIEF FINANCIAL OFFICER

BUKIT RAJA, KLANG
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