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

For the period ended 31 January 2006

A
Selected Explanatory Notes : FRS 134 Paragraph 16 

A 1
Basis of preparation

The condensed financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting (previously known as MASB 26) and Paragraph 9B of the Bursa Malaysia Securities Berhad (“BMSB”)’s Listing Requirements. 
The condensed financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 30 April 2005.

The accounting policies and methods of computation adopted by the Group in this report are consistent with those adopted in the condensed financial statement for the year ended 30 April 2005.

A 2
Qualification of financial statement 

There was no qualification in the audited financial statements for the year ended 30 April 2005.

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 or repayment of debt and equity securities, shares buy-back, shares cancellation, shares held as treasury shares and resale of treasury shares for the current financial year to-date. There were also no issue of share pursuant to the Company’s Employee Share Option Scheme (“ESOS”) which outstanding options are as follows:

	
	Number of options with exercise price of  RM 1.00 per share.
	Number of options with exercise price of  RM 1.07 per share.
	Total

	Balance as at 01 May 2005
	55,500
	1,036,500
	1,092,000

	Exercised
	0
	0
	0

	Lapsed
	8,250
	133,500
	141,750

	Balance as at 31 January 2006
	47,250
	903,000
	950,250


A 7
Dividend paid

The first and final tax exempt dividend of 3.5 cents per ordinary share amounting to RM4,348,294.87 for the financial year ended 30 April 2005 was paid on 10 November 2005.
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 customers. Segment assets are based on the geographical location of assets.

	Cumulative todate

31 January 2006
	Malaysia

RM’000
	Others

RM’000
	Elimination

RM’000
	Total

RM’000

	Revenue
	
	
	
	

	External
	151,074
	26,474
	0
	177,548

	Inter-segment
	2,638
	9,861
	(12,499)
	0

	Total revenue
	153,712
	36,335
	(12,499)
	177,548

	
	
	
	
	

	Profit from operations
	
	
	
	14,671

	Finance costs
	
	
	
	(2,348)

	Share of profit in associated company
	
	
	
	116

	Profit before taxation
	
	
	
	12,439

	Taxation
	
	
	
	(1,896)

	Minority interests
	
	
	
	0

	Net profit attributable to shareholders
	
	
	
	10,543

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	271,397
	3,999
	(7,951)
	267,445

	Capital expenditure
	19,711
	0
	0
	19,711


Inter segment pricing is determined on an arm’s length basis under terms, conditions and prices not materially different from transactions with unrelated parties.

A 9
Revaluation of property, plant and equipment

Freehold and leasehold land and buildings of the Company and of the Group were revalued by the directors during the financial year ended 30 April 2005 based on valuations carried out by an independent professional valuer on a comparison method.

A 10
Material events subsequent to balance sheet date

The Company had on 30 November 2005 entered into an investment agreement with Malaysia Venture Capital Management Berhad and several other parties for the Company to invest a total of RM3.0 million in QubeConnect Sdn Bhd (“QubeConnect”) comprising of 750,000 new Class “A” ordinary shares of RM1.00 each at par and RM2.25 million in the form of shareholders’ advance. The 750,000 new Class “A” ordinary shares will represent 15% of the enlarged capital of QubeConnect. The Company has also entered into a shareholders’ agreement on 30 November 2005 with the said parties to set out the rights and obligations of the shareholders of QubeConnect.

On 10 February 2006, the Company has paid RM1,125,000 which represent subscription for 750,000 Class “A” ordinary shares of RM1.00 at par in QubeConnect with the balance of RM375,000 representing shareholders’ advance. The balance of the investment will be paid as and when QubeConnect meet the terms and conditions as set out in the aforesaid agreements.

QubeConnect has developed a multi-service, software-centre platform (QTAP) to drive telephony and triple-play capabilities regardless of the connectivity to provide telephony-related enterprise solutions for the small, medium to large multinational corporations.

Save from the above, there were no other material event 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 2006
	30 April 2005

	
	RM’000
	RM’000

	Corporate guarantee in respect of banking facilities granted to subsidiary companies
	1,176
	        250

	Corporate guarantee in respect of supply of goods to a subsidiary company
	67
	133

	
	1,243
	383


The Company has provided corporate guarantees for banking facilities granted to two of its wholly owned subsidiary companies of up to RM3 million (2005: RM3 million) and RM500,000 (2005: RM500,000) respectively.

The Company has also provided a corporate guarantee to creditors of a wholly owned subsidiary company for supply of goods of up to RM2.1 million (2005: RM1.1 million)  
A 13
Capital commitments

	
	Group

	Outstanding as at :
	31 January 2006
	30 April 2005

	
	RM’000
	RM’000

	Property, plant and equipment
	
	

	Authorised but not contracted for
	8,437
	13,770

	Contracted but not provided for
	2,112
	10,964

	
	10,549
	24,734


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

The Company had on 13 July 2005 entered into a Settlement Agreement and Sale & Purchase Agreement with a trade debtor for the purchase of a double storey terrace house and an apartment both in Skudai, Johor for a total consideration of RM312,256 as part settlement of debt owed.

The Company had on 28 October 2005 entered into a Sale & Purchase Agreement for the disposal of the apartment as mentioned above in Skudai, Johor for a total consideration of RM122,000. 
 

Save for the above, there were no material acquisition or disposal of items of property, plant and equipment during the current financial year to-date.

B
Additional information required by the BMSB’s Listing Requirements

B 1
Review of performance

The Group’s turnover increased by 16.6% to RM58.9 million compared to the corresponding quarter in the preceding year due to higher volume of aluminium extrusion sold as well as higher selling prices owing to rising raw material costs. Profit from operations was flat as margins were squeezed due to the volatility of raw material costs. Profit before taxation was, however, lower by 10.4% to RM4.1 million as the associated company turned in a loss of RM342,000 which represent the Company’s share of losses. The losses at the associated company was due to delay in closing of a major contract for which costs have been incurred. Profit after tax was also lower in tandem with the above.
B 2
Variance of results against preceding quarter

Turnover for the Group was lower by 2% compared to the preceding quarter. Although selling prices were higher for this quarter, volume of aluminium extrusion sold were lower due to the numerous holidays during the current quarter. Profit before taxation was marginally lower due to the loss contributed by the associated company despite an improvement in margins for this quarter. Profit after taxation was, however, higher due to lower taxation.
B 3
Current year prospects

Although the fundamentals of the Malaysian economy remain strong, the operating environment has grown increasingly difficult with rising prices e.g. fuel prices driving inflation. Volatility of aluminium prices stabilized to a certain extent during the quarter which provide certainty to our margins thereby providing some comfort. We also expect the performance of our associated company to improve in the next quarter. On balance and barring any unforeseen circumstances, your Board expect the Group to maintain its profitability for the next and final quarter.
B 4
Profit forecast

Not applicable as no profit forecast was published.

B 5
Taxation 

	
	Quarter ended 

31 January
	Cumulative todate

31 January

	

	2006
	2005
	2006
	2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current income tax
	349
	276
	1,060
	1,099

	Deferred taxation 
	0
	296
	650
	1,868

	Share of taxation in associated company
	(102)
	72
	35
	925

	
	
	
	
	

	
	247
	644
	1,745
	3,892

	Under / (Over) provision in respect  of  prior  year
ect of previous year
	151
	7
	151
	(569)

	
	398
	651
	1,896
	3,323


The effective tax rate of the Group of 9.7% and 15.2% for the current quarter and financial year to-date is lower than the statutory tax rate due principally to the availability of reinvestment allowances as well as unabsorbed reinvestment allowances carried forward which arose from the Company’s capital expenditure in the current quarter and previous financial year.

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 save as mentioned in Note A14 above.

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

	
	2006
	2005
	2006
	2005

	
	RM’000
	RM’000
	RM’000
	RM’000

	Total purchase consideration 
	0
	2,591
	1,845
	6,976

	Total sale proceed
	19
	1,541
	3,343
	5,264

	Total gain on sale
	0
	

155
	107
	321

	Total loss on disposal
	3
	161
	133
	979


b) Investments in quoted securities as at 31 January 2006 :

	
	Cost

RM’000
	Book Value

RM’000
	Market Value

RM’000

	Total quoted investments
	1,000
	1,000
	890


B 8
Status of corporate proposals announced
There were no corporate proposals announced but not completed as at the date of this report.

B 9
Borrowings and debt securities

	
	As at

31 January 2006

	
	RM’000

	Short term borrowings (unsecured)
	

	Bankers acceptances denominated in Ringgit Malaysia
	17,804

	
	

	Long term borrowings (unsecured)
	

	Long term loans denominated in Ringgit Malaysia repayable
	50,000

	 after the next twelve months
	

	

	


B 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 foreign currency which are entered into in the ordinary course of business. The hedging is not expected to have a material effect on the financial statement of the Group and Company.

B 11
Changes in material litigation

There is no material litigation involving the Group, which is not in the ordinary course of business as at the date of this report
B12
Dividend

The directors do not recommend the payment of any interim dividend in respect of the current financial year to-date.
B 13
Earnings per share

	

	Current quarter
	Year to-date

	
	RM’000
	RM’000

	Net profit attributable to ordinary shareholders
	3,692
	10,543

	
	
	

	Basic earnings per share
	
	

	Weighted average number of ordinary shares
	
	

	Issued ordinary shares at beginning of the quarter/period
	124,237
	124,237

	Effect of shares issued
	0
	0

	Weighted average number of ordinary shares
	124,237
	124,237

	Basic earnings per share (sen)
	2.97
	8.49

	
	
	


There are no potential dilution effects on ordinary shares of the Company for the current quarter and year to date as the conversion of the Company’s outstanding ESOS options and warrants to ordinary shares is anti-dilutive.

By Order of the Board

Ng Bee Lian

Company Secretary

Date: 30 March 2006
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