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

For the period ended 31 January 2004


A
Selected Explanatory Notes : MASB 26 Paragraph 16 

A 1
Basis of preparation

The interim financial statements are unaudited and have been prepared in accordance with MASB 26, Interim Financial Reporting and Appendix 9B of the Malaysia Stock Exchange Berhad (“MSEB”)’s Listing Requirements. 
The financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 30 April 2003.

The accounting policies and methods of computation adopted by the Group in these financial statements are consistent with those adopted in the annual financial statements for the year ended 30 April 2003 except for the adoption of MASB 25, Income Taxes, as from 1 May 2003 which has also been applied retrospectively.

Prior to the adoption of MASB 25, deferred taxation was provided for on a partial provision basis in respect of timing differences which are not expected to reverse in the foreseeable future. With the adoption of MASB 25, deferred taxation is now provided for in full using the balance sheet liability method on temporary differences arising from tax bases of assets and liabilities and their carrying amount.

The effect of the change in accounting policy arising from the adoption of MASB 25 was the additional tax liability of RM9,998,630 as at 30 April 2003 which had been previously disclosed in the annual financial statements then ended. Accordingly, comparative figures have been adjusted to reflect the said additional tax liability.

	
	RM’000

	Effect on Retained Profits :
	

	As at 30 April 2003 - as previously stated
	60,722

	Prior years adjustment - effect of adopting MASB 25
	(9,999)

	                                     - revaluation reserve
	148

	As at 30 April 2003 - as restated 
	50,871

	
	

	Effect on Deferred Taxation :
	

	As at 30 April 2003 - as previously stated
	2,517

	Prior years adjustment - effect of adopting MASB 25
	9,999

	As at 30 April 2003 - as restated 
	12,516


A 2
Qualification of financial statement 

There was no qualification in the audited financial statements for the year ended 30 April 2003.

A 3
Seasonal or cyclical factors

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

A 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.

A 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 financial year to-date.

A 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 movements on the Company’s Employee Share Option Scheme (“ESOS”).

	
	Number of options with exercise price of RM 1.28 per share
	Number of options with exercise price of RM 1.87 per share
	Total

	Balance as at 01.11.2003
	3,409,000
	-
	3,409,000

	Granted*
	-
	778,000
	778,000

	Exercised*
	59,000
	9,000
	68,000

	Balance as at 31.01.2004
	3,350,000
	769,000
	4,119,000


* During financial quarter ended 31 January 2004

The Company has issued a total of 1,954,000 and 9,000 new ordinary shares of RM1.00 each at issue prices of RM1.28 and RM 1.87 respectively pursuant to the ESOS for the financial year to-date.

A 7
Dividend paid

The first and final tax exempt dividend of 5% amounting to RM3,392,483 for the financial year ended 30 April 2003 was paid on 17 November 2003. 

No other dividend was paid or declared during the current financial year to-date.

A 8
Segmental information

i. Business segments


No business segment information has been provided as the Group is principally engaged in the business of manufacturing, marketing and trading of aluminium extrusion, ceiling metal tee products and other aluminium accessories.

ii. Geographical segments


The Group operates principally in Malaysia. In presenting information on the basis of geographical segments, segment revenue is based on the geographical location of operations. Segment assets are based on the geographical location of assets.

	Cumulative todate

31 January 2004
	Malaysia

RM’000
	Others

RM’000
	Elimination

RM’000
	Total

RM’000

	Revenue
	
	
	
	

	External
	140,106
	6,063
	0
	146,169

	Inter-segment
	8,310
	0
	(8,310)
	0

	Total
	148,416
	6,063
	(8,310)
	146,169

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	216,410
	2,388
	(7,770)
	211,028

	Capital expenditure
	9,672
	2
	0
	9,674


A 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.

A 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.

A 11
Changes in composition of the Group
There were no changes in the composition of the Group during the current financial year to-date.

A 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 2004
	30 April 2003

	
	RM’000
	RM’000

	Corporate guarantee in respect of banking facilities granted to a subsidiary company
	738
	        1,032

	Corporate guarantee in respect of supply of goods to a subsidiary company
	305   
	341

	
	1,043
	1,373


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 (2003: 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 (2003: RM1.1 million)  

A 13
Capital commitments

	
	Group

	Outstanding as at :
	31 January 2004
	30 April 2003

	
	RM’000
	RM’000

	Property, plant and equipment
	
	

	Authorised and not contracted for
	4,501
	7,844

	Contracted but not provided for
	996
	1,712

	
	5,497
	9,556


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

The Company had entered into a Settlement Agreement with a trade debtor dated 9 January 2004 in settlement of debt arising from trading transactions by way of contra of a double-storey terrace house in Puchong, Selangor Darul Ehsan, valued at RM226,900. The settlement is pending execution of a Sale and Purchase Agreement.

Save for the above, there were no material acquisition or disposal of items of property, plant and equipment during the current quarter under review.

B
Additional information required by the MSEB’s Listing Requirements

B 1
Review of performance

The Group’s turnover of RM44.5 million for the current quarter increased by 19.7% compared to the previous year corresponding quarter on the back of an increase of 14.5% in volume of aluminium extrusions sold. However, profit before taxation was lower by 25.1% to RM3.03 million compared to the previous corresponding quarter of RM4.03 million. The lower profit was attributable mainly to the volatility of aluminium prices which increased by more than 14% during the quarter particularly in January 2004. The sharp increase in raw material prices adversely affected margins as selling price increases could not keep pace with the volatility of aluminium prices.

In line with the above, the Group’s profit after tax for the current quarter was reduced to RM2.4 million or a drop of 34.1% compared to the previous corresponding quarter.

B 2
Variance of results against preceding quarter

Turnover for this quarter recorded a decline of 15.9% compared to the turnover of RM52.9 million for the preceding quarter. The main reasons for the decline was due to the Hari Raya and Chinese New Year holidays during the current quarter which inevitably reduced the number of working days and slowed down business activities.

Profit before taxation reduced by 27.5% compared to the preceding quarter of RM4.18 million due mainly to the reduced turnover as well as reduced margin as explained above.

B 3
Current year prospects

The resounding victory by the ruling National Front in the just ended general election coupled with the expectation that the Malaysian’s economy will grow at a faster rate in 2004 compared to last year augurs well for the prospects of the Group. In addition, the MSEB’s Composite Index has breached 900 points which should add further impetus to the economy. Thus barring unforeseen circumstances, the Board expects the Group to remain profitable for the next quarter.

B 4
Profit forecast

Not applicable as no profit forecast was published.

B 5
Taxation 

	
	Quarter ended 

31 January
	Cumulative todate

31 January

	

	2004
	2003
	2004
	2003

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current income tax
	208
	225
	993
	1,075

	Deferred taxation 
	465
	238
	1,155
	709

	
	673
	463
	2,148
	1,784

	Over provision in respect of previous year
ect of previous year
	0
	0
	(528)
	0

	
	673
	463
	1,620
	1,784


The effective tax rate of the Group of 18.8 % for the 9 months ended 31 January 2004 is lower than the statutory tax rate due principally to the availability of the reinvestment allowances and unabsorbed reinvestment allowances carried forward which arose from the Company’s capital expenditures in the current and previous financial years respectively. An amount of RM1.15 million has been provided for as deferred tax for the nine months ended 31 January 2004 due to timing differences between depreciation and capital allowances claimed.

B 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.

B 7
Purchase or disposal of quoted investments

a) There were no  purchase or disposal of quoted securities for the third quarter under review and financial year to date save for the following:

	
	Quarter ended

31 January
	Cumulative todate

31 January

	
	2004
	2003
	2004
	2003

	
	RM’000
	RM’000
	RM’000
	RM’000

	Total purchase consideration 
	1,636
	0
	4,987
	0

	Total sale proceed
	1,218
	0
	4,545
	0

	Total gain on sale
	59
	0
	491
	0

	Total loss on disposal
	75
	0
	75
	0


b) Investments in quoted securities as at 31 January 2004 :

	
	Cost

RM’000
	Book Value

RM’000
	Market Value

RM’000

	Total quoted investments
	1,452
	1,452
	1,451


B 8
Status of corporate proposals announced
On 29.1.2004, the Company’s adviser, on behalf of the Company announced a proposal to implement a bonus issue of up to 77,901,300 new ordinary shares of RM1.00 each (“Bonus Shares”) to its existing shareholders on the basis of three (3) Bonus Shares for every four (4) existing ordinary shares of RM1.00 each held on an entitlement date to be determined at a later date upon attaining all relevant approval (“Proposed Bonus Issue”). In conjunction with the Proposed Bonus Issue, the Company also proposes to increase its authorised share capital from RM150,000,000 comprising 150,000,000 ordinary shares of RM1.00 each to RM300,000,000 comprising 300,000,000 ordinary shares of RM1.00 each by the creation of 150,000,000 new ordinary shares of RM1.00 each (“Proposed Increase in Authorised Share Capital”). The Company also proposes to amend its existing Memorandum and Articles of Association (“M&A”) to allow for the Proposed Increase in Authorised Share Capital (“Proposed Amendments to the M&A”). (The Proposed Bonus Issue, Proposed Increase in Authorised Share Capital and Proposed Amendments for the M & A are collectively referred to as “Proposals”)

The Proposed Bonus Issue will give rise to adjustments to the subscription price and/or number of LBA Warrants/Options in respect of the Company’s unexercised LBA Warrants and unexercised Employee Share Option Scheme (“ESOS”) respectively. (“Adjustments”)

Submission has been made to the Securities Commission (“SC”) on 27 February 2004 for approval to issue additional LBA Warrants pursuant to the Adjustments above and for the additional ordinary shares to be issued arising therefrom. Submission has also been made to MSEB on 27 February 2004 for the Proposed Bonus Issue, the listing and quotation for the new ordinary shares of RM1.00 each pursuant thereto, the listing and quotation of the additional LBA warrants to be issued in accordance with the Adjustments as well as the new ordinary shares of RM1.00 each to be issued arising from the exercise, if any, of the LBA Warrants. As at to-date, the approvals from SC and MSEB are still pending. The Proposals are also conditional upon the approvals of the shareholders at an Extraordinary General Meeting which will be held at a later date.

The Company has on 17 March 2004 announced that it has entered into a Share Sale Agreement with Dalton Technologies Inc. to acquire 200 shares of NZD$1.00 each representing 40% of the issued share capital of Pyxis for a cash purchase consideration of AUD3.75 million or approximately RM11.0 million (“Proposed Acquisition”). The Proposed Acquisition is now pending completion subject to fulfillment of the conditions precedent as set out in the Share Sale Agreement therein.

B 9
Borrowings and debt securities

	
	As at

31 January 2004

	
	RM’000

	Short term borrowings (unsecured)
	

	Banker acceptance 
	3,738

	Bank overdraft 
	   0

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

	
	3,738

	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.


B 10
Off balance sheet financial instruments

The Group and Company have not issued any such instrument as at the date of this report. 

B 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.

B 12
Dividend

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

B 13
Earnings per share

	

	Current quarter
	Year to-date

	
	RM
	RM

	Net profit attributable to ordinary shareholders
	2,352,305
	9,816,284

	
	
	

	Basic earnings per share
	
	

	Weighted average number of ordinary shares
	
	

	Issued ordinary shares at beginning of the quarter/period
	67,849,667
	65,954,667

	Effect of shares issued 
	60,000
	1,035,667

	Weighted average number of ordinary shares
	67,909,667
	66,990,334

	Basic earnings per share (sen)
	3.46
	14.65

	
	
	

	Diluted earnings per share
	
	

	Weighted average number of ordinary shares (diluted)
	
	

	Weighted average number of ordinary shares
	67,909,667
	66,990,334

	Effect of  share options
	836,937
	831,120

	Weighted average number of ordinary shares (diluted)
	68,746,604
	67,821,454

	Diluted earnings per share (sen)
	3.42
	14.47


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. 
B 14
Provision of financial assistance

The Company granted a loan of RM500,000 to Albe Marketing Sdn Bhd, a wholly-owned subsidiary of the Company to part settle the purchase consideration of two (2) shophouses. The financial assistance provided has no material financial impact on the Group.

By Order of the Board

Ng Bee Lian

Company Secretary

Date: 26 March 2004
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