LB Aluminium Berhad (138535-V)
Notes to the financial STATEMENTS

For the quarter ended 31 January 2003


1
Basis of preparation

The financial statements are unaudited and have been prepared in accordance with MASB 26, Interim Financial Reporting and Appendix 9B of the Kuala Lumpur Stock Exchange Listing Requirements. 
The financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 30 April 2002.  

The accounting policies and methods of computation adopted by the Group in this financial statements are consistent with those adopted in the financial statements for the year ended 30 April 2002 except for the adoption of MASB Standard No.23: Impairment of Assets, MASB Standard No.22: Segmental Reporting and MASB Standard No.30: Accounting and Reporting by Retirement Benefit Plans.

2
Qualification of financial statements 

There was no qualification in the audited financial statements for the year ended 30 April 2002.

3.
Seasonal or cyclical factors

The business operations of the Group were not significantly affected by any seasonal or cyclical factors.

4
Items affecting assets, liabilities, equity, net income or cash flows

There were no items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence for the current quarter and/or financial year to-date.

5
Change in estimates

There were no changes in estimates reported in prior interim periods of the current financial year or prior financial year which have a material effect in the current interim period.

6
Debt and equity securities

There were no issuance and repayment of debt and equity securities, shares buy-back, shares cancellations, shares held as treasury shares and resale of treasury shares for the current financial year to-date except for the following:-

The Company has issued 10,000 new ordinary shares of RM1.00 each at an issue price of RM1.28 pursuant to the Company’s Employee Share Option Scheme (“ESOS”) for the current quarter and a total of 211,000 new ordinary shares of RM1.00 each at an issue price of RM1.28 pursuant to the ESOS scheme for the financial year to-date.

7
Dividend paid

The first and final tax exempt dividend of 3% amounting to RM1,978,100.01 for the financial year ended 30 April 2002 was paid on 12 November 2002.

No other dividend was paid or declared for the current financial period.

8
Segmental information

No segmental information is provided as the Group deals principally in aluminium extrusions, ceiling metal tee products and aluminium accessories and operates mainly within Malaysia.

9
Revaluation of property, plant and machinery

Freehold and leasehold land and buildings of the Company and of the Group were previously revalued by the directors during the financial year ended 30 April 2000 based on valuations carried out by an independent professional valuer on the open market value basis.

10
Material events subsequent to balance sheet date

There were no material events subsequent to the end of the current quarter that have not been reflected in the financial statements for the current financial year to-date.

11
Changes in composition of the Group
On 26 August 2002, the Company has subscribed an additional 99,998 new ordinary shares of RM1.00 each at par in the capital of Albe Metal Sdn Bhd (“AMSB”), which is a wholly owned subsidiary. The principal activity of AMSB is the trading of aluminium sheets and other metal products.

Save for the above, there were no changes in the composition of the Group during the current quarter ended 31 January 2003 and financial year to-date.

12
Changes in contingent liabilities and contingent assets

Save as set out below, there were no changes in contingent liabilities and contingent assets since the last annual balance sheet date.

	
	Company

	Outstanding as at :
	31 January 2003
	30 April 2002

	
	RM’000
	RM’000

	Corporate guarantee in respect of supply of goods to a subsidiary company
	140
	205

	Corporate guarantee in respect of banking facilities granted to a subsidiary company
	522
	251

	
	662
	456


The Company has provided a corporate guarantee to a bank for banking facilities granted to a wholly owned subsidiary company of up to RM3 million (2002: RM3 million) 

The Company has also provided a corporate guarantee to a creditor of a wholly owned subsidiary company for supply of goods of up to RM1.1 million (2002: RM1.1 million)  

13
Capital commitments

	
	Group

	Outstanding as at :
	31 January 2003
	30 April 2002

	
	RM’000
	RM’000

	Property, plant and equipment
	
	

	Authorised and contracted for
	2,563
	3,600

	Authorised but not contracted for
	2,907
	9,506

	
	5,470
	13,106


14
Acquisition and disposal of items of property, plant and equipment

The Company acquired an extrusion machine together with ancillary equipment which has been installed and commenced production in January 2003.

15
Comparative figures

No comparative figures are provided for the condensed consolidated cash flow statement as these are the first set of financial statements presented in accordance with MASB 26.

Additional information required by the KLSE’s Listing Requirements

1
Review of performance

The Group’s turnover for the current quarter decreased by 4.52% compared to the previous year’s corresponding quarter although volume remains approximately the same owing to reduced selling prices as a result of lower raw material costs. Profit before taxation was also lower by 7.67% to RM4.0 million for the current quarter from RM4.4 million for the previous year’s corresponding quarter. The drop in profit was contributed by the challenging operating environment and a provision of RM258,000 for retirement benefit arising from the conclusion of the collective agreement for union employees during the current quarter.

Profit after taxation for the current quarter was lower in comparison with the previous year’s corresponding quarter due to provision for deferred tax and lower capital allowances available. 

2
Variance of results against preceding quarter

The Group recorded a drop of 7.4% in revenue for the third quarter when compared to revenue of RM40.1 million for the preceding quarter due to lesser number of working days arising from the Hari Raya and Chinese New Year holidays during the third quarter. Profit before taxation also reduced by 7.4% to RM4.03 million compared to preceding quarter in accordance with the lower sales volume.

3
Current year prospects

The Malaysian economy continued to be affected by external developments with rising oil prices and uncertainties brought about by the war in Iraq which contributed considerably to an increasingly challenging local business environment. However, barring unforeseen circumstances, the Board expects the Group to remain profitable for the next quarter.

4
Profit forecast

Not applicable as no profit forecast was published.

5
Taxation 

	
	3 months ended

31 January 
	9 months ended

31 January 

	
	2003
	2002
	2003
	2002

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current income tax 
	225
	154
	1075
	339

	Deferred taxation
	238
	0
	709
	0

	
	463
	154
	1,784
	339


The effective tax rate of the Group of 13.7% for the 9 months ended 31 January 2003 is lower than the statutory tax rate principally due to the availability of unabsorbed reinvestment allowances carried forward which arose from the Company’s capital expenditures in the previous financial year. An amount of RM709,000 has been provided for deferred tax due to timing difference between depreciation and capital allowances claimed. 

6
Unquoted investments and properties

There was no sale of unquoted investments and / or properties for the third quarter under review and financial year to date.

7
Purchase or disposal of quoted investments

There was no purchase or disposal of quoted securities for the third quarter under review and financial year to date.

8
Status of corporate proposal announced

The Company has no corporate proposals announced but currently not completed. 

9
Borrowings and debt securities

	
	As at

31 January 2003

	
	RM’000

	Short term borrowings (unsecured)
	

	Banker acceptance 
	2,522

	Bank overdraft 
	1

	Portion of long term loans repayable within the next twelve months
	51

	
	2,574

	Long term borrowings (unsecured)
	

	Portion of long term loans repayable after the next twelve months
	0

	
	

	Bonds
	  50,000                                 



The above borrowings are all denominated in Ringgit Malaysia.


10
Off balance sheet financial instruments

The Group and Company have not issued any such instrument as at the date of this report save for the hedging of raw material i.e. aluminium ingots, which were entered into in the ordinary course of business. The hedging will not have a material effect on the financial statements of the Group and Company.


11
Changes in material litigation

There is no material litigation against the Group, which is not in the ordinary course of business as at the date of this report.
12
Dividend

The directors do not recommend the payment of interim dividend in respect of the current financial year to-date.

13
Earnings per share

Basic earnings per share

	

	Current quarter
	Year to-date

	
	RM
	RM

	Net profit attributable to ordinary shareholders
	3,570,218
	11,207,362

	
	
	

	Weighted average number of ordinary shares
	
	

	Issued ordinary shares at beginning of the quarter/period
	65,938,667
	65,737,667

	Effect of shares issued 
	8,333
	166,444

	Weighted average number of ordinary shares
	65,947,000
	65,904,111

	Basic earnings per share (sen)
	5.41
	17.01



Diluted earnings per share

	
	
	

	Weighted average number of ordinary shares (diluted)
	
	

	Weighted average number of ordinary shares
	65,947,000
	65,904,111

	Effect of  share options
	911,588
	1,017,471

	Weighted average number of ordinary shares (diluted)
	66,858,588
	66,921,582

	Diluted earnings per share (sen)
	5.34
	16.75


The Company has only one category of dilutive ordinary shares i.e. share options. The warrants are not included in the calculation as they are antidilutive. 
14
Provision of financial assistance

During the second quarter, the Company granted a loan of RM500,000 to Albe Marketing Sdn Bhd, a wholly-owned subsidiary of the Company, to part finance the purchase of two (2) shophouses for business purposes. The financial assistance provided has no financial impact on the Group.

By Order of the Board

Ng Bee Lian

Company Secretary

Dated: 28 March 2003
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