ALUMINIUM COMPANY OF MALAYSIA BERHAD (ALCOM) (Co. No. 3859-U)

(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT FOR THE THREE MONTHS ENDED 31 DECEMBER 2006
A Financial Reporting Standards (“FRS”) 134 

A.1
Accounting policies

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the Group's financial statements for the year ended 31 December 2005. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005.
The accounting policies and methods of computation adopted by the Company are in compliance with the Malaysian Financial Reporting Standards (FRSs) and other interpretations effective for financial statement commencing 1 Jan 2006.

A.2
Disclosure of audit report qualification and status of matters raised

There was no qualification in the audit report on the annual financial statements for the year ended 31 Dec 2005.

A.3
Seasonality or Cyclicality of Interim Operations

One of the products that the ALCOM Group manufactures and sells is finstock (both bare and coated).  This product is supplied to air conditioner manufacturers, in which sector demand is increasingly subject to seasonal changes.  
A.4 Unusual items affecting assets, liabilities, equity, net income, or cash flow
During the quarter under review, there were no unusual items affecting the assets, liabilities, equity, net income or cash flow of the Group. 

A.5 Materials changes in estimates

There were no significant changes in estimates that have had a material effect in current quarter ended 31 December 2006. 

A.6 Issuances, Cancellations, Repurchases, Resale and Repayments of Debt and   Equity Securities

The Company did not do any share buy-back during the quarter under review.  As at 31 December 2006, a total of 1,046,800 ALCOM shares (being the total number of such shares purchased between 18 September 2001 and 26 January 2006) were held by the Company as treasury shares.

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

The movement of 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 30.09.2006
	1,691,000
	40,000
	1,731,000

	Granted during qtr
	-
	-
	-

	Exercised during qtr
	-
	-
	-

	Lapsed during qtr
	-
	                     -
	-

	Balance as at 31.12.2006
	1,691,000
	 40,000
	 1,731,000


A.7 Dividends paid 
Dividends already paid for the financial year ending 31 December 2006 up to the date of this report  

are as follows:-

	Financial Year
	Type
	Rate
	Payment Date

	2006
	Interim
	7.5% less 28% income tax
	15 June 2006

	2006
	Interim
	7.5% less 28% income tax
	3 November 2006


A.8 Segmental report

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

A.9 Valuation of Property, Plant and Equipment

Property, Plant and Equipment:  The valuation of land and buildings has been brought forward, without amendments from the financial statements for the year ended 31 December 2005. 

A.10 Material events subsequent to the end of the interim period

There were no material events subsequent to the end of the interim period that have not been reflected in the financial statements for the quarter in which this report is made.

A.11 Changes in the composition of the Group

Not Applicable.  

A.12 Changes in contingent liabilities or contingent assets

The ALCOM Group has no contingent liabilities or contingent assets as at end of the quarter.

B BMSB Listing Requirements (Part A of Appendix 9B)

B.1 Review of Performance

Group revenue of RM87.1 million for the quarter reduced 4.2% from preceding quarter levels in spite of similar shipment volumes as a result of weaker sales mix.  As compared to the preceding year corresponding quarter revenues increased 21.9% on the back of a marginal increase of 1.5% in shipments basically due to the impact of metal prices which increased by over 30%.  
Group net profit before tax for the quarter was RM1.8 million as compared to RM3.1 million attained in the preceding quarter and RM4.3 million registered in the corresponding quarter of 2005. The lower profitability was basically due to the impact of weakening USD which had an impact on margins as well as higher costs sustained.  During the quarter the back up roll at our finishing mill cracked and additional costs were incurred for repairs as well as for utilizing alternative routes to meet customer requirements.  
As at end of the quarter under review, ALCOM's cash reserves stood at RM31.2 million as compared to RM35.5 million at the end of preceding quarter in 2006.  During the quarter ALCOM paid an interim dividend amounting to RM7.2 million net.

B.2 Material changes in profit before taxation for the quarter as compared with the preceding quarter.

The Group’s pre-tax profit for the quarter ended 31 December 2006 of RM1.8 million was lower than that the RM3.1 million registered in the preceding quarter.  The lower profitability was due to the impact of the weaker USD on margins as well as the higher costs sustained during the quarter. 
B.3 Prospects for the current financial year.

       Market conditions in the year ahead are expected to remain challenging with the entry of   

       Chinese imports into the region.  With lower tariffs and a strengthening Ringgit, margins are expected to come under continued pressure. In response to these challenges ALCOM will utilize continuous improvement initiatives to raise productivity, reduce costs and to increase shipment volume.  The Board believes that these efforts will ensure that Alcom will be able to maintain its profitability level in the year ahead.  
B.4 Variance of actual profit from forecast profit

Not applicable.

B.5 Taxation
	
	Quarter ended 31 December 2006
	12 months till  31 December 2006

	
	2006
	2005
	2006
	2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	In respect of current period
	
	
	
	

	 - income tax
	           1,139
	           590
	            5,745
	           4,930

	 -deferred tax
	            (1,248)
	     (5)
	(2,195)
	(1,182)

	In respect of prior period –income tax
	                      
	463
	           (63)
	              556

	
	            (109)        
	1,048
	3,487
	4,304


The reversal of deferred tax reversal during the quarter is due to the impact of lower tax rates for the years ahead.  
B.6 Unquoted Investments

There were no profits or losses on sale of unquoted investments and/or properties for the current quarter and current financial year-to-date.
B.7 Quoted Investments

There were no purchases or disposals of quoted securities for the current quarter and financial year-to-date.

B.8 Status of Corporate Proposal

   At the Company's last Annual General Meeting shareholders approved a new employee share    

      option scheme (ESOS) to replace the existing ESOS.  This new scheme will however only come    

      into effect when the existing ESOS is terminated after consent is obtained from all existing 

      option holders
B.9 Group borrowings

As at 31 December 2006, the ALCOM Group had no bank borrowings outstanding.

B.10 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 19 February 2007, the notional amount of foreign exchange contracts that were entered into as hedges for sales amounted to RM 27.9 million.  This amount represents the future cash flows receivable under contracts to sell Singapore Dollar and United States Dollars. The settlement dates of these forward contracts range between 1 to 3 months.

B.11 Changes in Material Litigation

Not applicable.

B.12 Approved Dividends Not Yet Paid

Not applicable. 
B.13 Earnings per Share

	
	
	  Quarter ended 31 Dec
	  12 months ended 31 Dec

	
	
	2006
	2005
	2006
	2005

	
	
	RM'000
	RM'000
	RM'000
	RM'000

	
	
	
	
	
	

	(a) Basic earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Net profit/(loss) for the period
	(RM,000)
	1,908 
	2,596 
	13,966 
	14,432 

	Weighted average number of
	
	
	
	
	

	     ordinary shares in issue
	('000)
	133,282 
	133,007 
	133,189 
	132,912 

	
	
	
	
	
	

	Basic earnings/(loss) per share
	(sen)
	           1.43 
	           1.95 
	          10.49 
	           10.86 

	
	
	
	
	
	

	(b) Diluted earnings per share
	
	
	
	
	

	
	
	
	
	
	

	Net profit/(loss) for the period
	(RM,000)
	1,908 
	2,596 
	13,966 
	14,432 

	Weighted average number of
	
	
	
	
	

	     ordinary shares in issue
	('000)
	133,282 
	133,007 
	133,189 
	132,912 

	Adjustment for share options
	('000)
	9 
	116 
	32 
	145 

	
	
	
	
	
	

	Weighted  average number of
	
	
	
	
	

	     ordinary shares for
	
	
	
	
	

	     diluted earnings per share
	('000)
	133,291 
	133,123 
	133,221 
	133,057 

	
	
	
	
	
	

	Diluted earnings/(loss) per share
	(sen)
	1.43 
	1.95 
	10.48 
	10.85 
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