
ALUMINIUM COMPANY OF MALAYSIA BERHAD (ALCOM)

(Incorporated in Malaysia)


NOTES TO THE INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 31 DECEMBER 2003 

1 BASIS OF PREPARATION

The interim financial report is not audited 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 2002. 

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 2002 and 

also incorporates the requirements of MASB 25, 28 and 29.

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 2002.

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 2003.

5 INDVIDUALLY SIGNIFICANT ITEMS

There was no individually significant item for the three months ended 31 December 2003. 

6 DEBT/EQUITY SECURITIES AND SHARE  BUY-BACKS

The movement on ALCOM’s Employee Share Option Scheme during the quarter was as follows:


Number of options with exercise price of RM2.48/share
Number of options with exercise price of RM1.07/share
Total

Balance as at 1.10.2003
3,145,000
2,927,000
6,072,000

Granted during qtr
-
-
-

Exercised during qtr
-
145,000
145,000

Lapsed during qtr
46,000
36,000
82,000

As at 31.12.2003
3,099,000
2,746,000
5,845,000

During the quarter ended 31 December 2003, the Company did not effect any share buy-back. As at 31 December 2003 a total of 280,000 ALCOM shares (being the total number of such shares purchased between 18 September 2001 and 30 June 2003) were held by the Company as treasury shares. 

In the quarter ended 31 December 2003, 11 employees exercised options to purchase 145,000 shares at 1.07 per share.

In the same quarter, the Company did not issue or repay any debt or equity securities.
7 DIVIDENDS PAID

Not applicable.
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 2003  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 quarter in which this report is made. 

11 CHANGE IN COMPOSITION

ALCOM ceased to hold any shares in Alcom Extrusion Sdn Bhd effective 16 December 2003.  With the divestment the ALCOM Group is no longer involved in the aluminium extrusion business. 

12 CONTINGENT LIABILITIES

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

Group Sales revenue of RM63 million registered for the quarter was unchanged from that recorded in the preceding quarter but was 7.8% higher than the corresponding quarter last year. Shipments for the quarter declined 2.0% from the Q3 2003 but was 6.1% higher than Q4 2002.  For the year as a whole shipments increased by 3.2% over the previous year. Exports continued to constitute a high proportion of sales making up 53% of total shipments for the quarter. This compared to the 46% proportion registered in the preceding quarter and 48% in the fourth quarter of the previous year.   

In the quarter under review, the Group attained a net operating profit before tax of RM2.2million, as against a loss of RM13.0 million registered in the prior quarter and profit of RM1.9 million attained in the corresponding quarter in 2002. The results incorporate the operating losses of Alcom’s subsidiary – Alcom Extrusion Sdn Bhd up to 15 December 2003 at which date it was divested. For the year, the Group registered a loss before tax of RM4.5 million as compared to the profit of RM9.7 million in 2002.

Group cash reserves comprising cash and cash equivalents at the end of quarter amounted to RM44 million.  This represented an increase from the RM42 million as at the end of Q32 2003 and RM39 million as at end of December 2002. 

14 MATERIAL CHANGES IN THE PROFIT BEFORE TAXATION

Not applicable.    

15 CURRENT YEAR PROSPECTS

The general consensus forecasts the Malaysian GDP growth for 2004 to exceed the 4.8% estimated for 2003.  Export driven manufacturing and services sector are expected to lead the pace. In the backdrop, the world economy is in the midst of an exchange rate realignment with the US dollar continuing to decline against other major currencies. However, in view of the ringgit peg to the US dollar the immediate impact is expected to be positive with Malaysia’s exports rendered more competitive.

ALCOM expects improved demand for its products in line with the improved economic scenario although it also envisages that the major challenge in terms of continued pressure on prices will continue.   

The Board is optimistic that with the divestment of the extrusion business completed,  ALCOM will be able to focus on its core rolling business and take advantage of the improving economic scenario and register a profitable quarter ahead.

16 PROFIT FORECAST/PROFIT GUARANTEE

Not applicable

17 TAX


Quarter ended 31.12.2003
12 months ended 31.12.2003


2003
2002
2003
2002


RM’000
RM’000
RM’000
RM’000







In respect of current period





 - income tax
754
1
1,488
(144)

 -deferred tax
       (169)
3,603
473
5,583


585
3,604
1,961
5,439

The effective tax rate for the year is higher than the statutory rate mainly due to the loss on divestment, which is not a deductible expense for tax 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 2003.

19 PARTICULARS OF PURCHASE OR DISPOSAL OF QUOTED SECURITES

There was no purchase or disposal of quoted securities during the quarter ended 31 December 2003.

20 STATUS OF CORPORATE PROPOSAL

On 16 December 2003 ALCOM announced that it had completed the disposal of 30,560,002 ordinary shares (“Sale Shares”) of RM1.00 each representing 100% equity interest in Alcom Extrusion Sdn Bhd  (AESB) a wholly owned subsidiary of the Company, for a cash consideration of RM8,000,000 to Wesama Sdn Bhd (WSB), a wholly owned subsidiary of Press Metal Berhad (PMB).  The full cash consideration was received by ALCOM and effective the same date ALCOM ceased to hold any equity interest in AESB.

The summary below provides an analysis of the results according to continuing and discontinuing operations.

Continuing and Discontinuing Operations





Revenue
Profit/(Loss)  before tax
Net Profit /(Loss)


RM'000
RM’000 
RM'000

Quarter ended 31 December  2003




Continuing operations
53,048 
11,595
10,782 

Discontinuing operations
10,267 
(9,390)
(9,390)


63,315 
2,205 
1,392 






Quarter ended 31 December  2002




Continuing operations
46,013 
10,469 
7,674 

Discontinuing operations
12,701 
(8,532)
(8,532)


58,714 
1,937 
(858)











12 months  ended 31 December 2003




Continuing operations
219,818 
7,032
3,891

Discontinuing operations
44,039 
(11,544)
(11,544)


263,857 
(4,512)
(7,653)






12 months  ended 31 December 2002




Continuing operations
204,275 
18,739 
12,059 

Discontinuing operations
57,154 
(9,017)
(9,017)


261,429 
9,722 
3,042 






21 GROUP BORROWINGS
As at 31 December 2003, the ALCOM Group had no bank borrowings outstanding.

22 OFF BALANCE SHEET FINANCIAL INSTRUMENTS

Forward foreign exchange contracts 

Besides 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 14 February  2004, the notional amount of foreign exchange contracts that were entered into as hedges for sales amounted to RM8.9 million.  This amount represent the future cash flows receivable under contracts to sell Singapore Dollar, United States Dollars and Japanese Yen. The settlement dates of these forward contracts range between 1 month and 5 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 14 February 2004, the notional amount of metal purchased hedged forward amounted to RM2.2 million.  The settlement dates of these contracts range between 2 and 12 months.  The metal 

has also been sold forward for the notional total amount of RM2.2 million by ALCOM to its customers with the maturity of these contracts being between 3 and 13 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 31.12.2003
12 months to 31.12.2003



2003 
2002 
2003 
2002 

 (a) Basic earnings/(loss) per share 






 Net (loss)/profit for the period 
 (RM,000) 
       1,392
      (858)
      (7,653)
         3,042 

 Weighted average number of 

      Ordinary shares in issue 
 ('000) 
   132,135 
       132,083 
     132,066 
       132,071 

 Basic earnings per share 
 (sen) 
         1.05
           (0.65) 
(5.79)
2.30

(B) Diluted earnings/(loss) per share 






 Net (loss)/profit for the period 
 (RM,000) 
       1,392
     (858) 
 (7,653)
        3,042 

 Weighted average number of 

      Ordinary shares in issue 

Adjustment for share options
 ('000) 
   132,135

406 
       132,083

315 
     132,066

233 
       132,071

351 

Weighted average number of 

      Ordinary shares in issue for diluted earnings per share
('000) 
132,541
132,398
132,299
132,422

 Diluted earnings/(loss) per share 
 (sen) 
         1.05
           (0.65) 
(5.78)
2.30

BY ORDER OF THE BOARD

KRISHNA PRASAD

CHIEF FINANCIAL OFFICER

BUKIT RAJA, KLANG
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