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

For the period ended 30 Apr 2010


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 Financial Reporting Standard (‘FRS’) 134: Interim Financial Reporting and Paragraph 9.22 of the Bursa Malaysia Securities Berhad (“Bursa Securities”)’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 2009. The explanatory notes to these 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 30 April 2009.
A 2
Changes in Accounting Policies 

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 April 2009. 
A 3
Qualification of financial statements 

There were no qualification in the audited financial statements for the financial year ended 30 April 2009.

A 4
Seasonal or cyclical factors

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

A 5
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 under review and/or financial year to-date.

A 6
Change in estimates

There were no significant changes in estimates that have a material effect for the current quarter under review and/or financial year to-date.
A 7
Debt and equity securities

There were no issuance or repayment of debt and equity securities nor any shares buy-back, shares cancellation, shares held as treasury shares or resale of treasury shares for the current quarter under review and/or current financial year to-date except that 12,000 new ordinary shares of RM0.50 each were issued on 8 June 2010 arising from the exercise of 12,000 warrants 2000/2010.
A 8
Dividend paid

A first and final tax exempt dividend of 1.75 sen per ordinary share based on the issued and paid up share capital of RM124,237,167 comprising 248,474,334 ordinary shares of RM0.50 each in respect of the financial year ended 30 April 2009, amounted to RM4,348,301 was paid on 11 November 2009.
A 9
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 and capital expenditure are based on the geographical location of assets.

A 9
Segmental information (continued)

	Cumulative to date
30 Apr 2010
	Malaysia

RM’000
	Others

RM’000
	Elimination

RM’000
	Total

RM’000

	Revenue
	
	
	
	

	External
	244,561
	102,430
	0
	346,991

	Inter-segment
	13,416
	30,792
	(44,208)
	0

	Total revenue
	257,977
	133,222
	(44,208)
	346,991

	
	
	
	
	

	Profit from operations
	
	
	
	16,886

	Finance costs
	
	
	
	(2,478)

	Share of profit in an associate 
	
	
	
	146

	Profit before taxation
	
	
	
	14,554

	Taxation
	
	
	
	(1,989)

	Net profit attributable to equity holders of the parent
	
	
	
	12,565

	
	
	
	
	

	Other information
	
	
	
	

	Segment assets
	352,970
	12,016
	(26,029)
	338,957

	Capital expenditure
	33,586
	6
	(953)
	32,639


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 10
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 2010 based on valuations carried out by an independent professional valuer on open market value basis.

The book value of the respective freehold land and buildings were adjusted with the surplus arising from such valuation credited to shareholders’ equity as revaluation reserve and any subsequent deficit is charged against such surplus to the extend that the decrease offset any previous increase for the same asset. In all other cases, the deficit will be charged to the income statement.
For a revaluation increase subsequent to a revaluation deficit of the same asset, the surplus is recognized as income to the extend that it reverses the deficit previously recognized as an expense with the balance of increase credited to revaluation reserve.

A 11
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 12
Changes in composition of the Group

There were no changes in the composition of the Group during the current financial year to-date save for the acquisition in November 2009 of the entire issued share capital of Poly Acres Sdn. Bhd. (“PASB”) comprising of two (2) ordinary shares of RM1.00 each fully paid up for a cash consideration of RM2.00. PASB was incorporated on 21 August 2009 with an authorized capital of RM100,000.00. PASB is currently dormant.

On 8 June 2009, LB Aluminium (Sarawak) Sdn Bhd, a wholly owned subsidiary of the Company, increased its issued and paid up share capital from RM2 to RM5,000,000 by way of issuance of 4,999,998 new ordinary shares of RM1.00 each at par which was fully taken up by the Company for a total consideration of RM4,999,998. The proceed raised is for working capital purposes.
On 7 April 2010, LB Aluminium (Singapore) Pte Ltd, a wholly owned subsidiary of the Company, increased its issued and paid up share capital from S$2 to S$100,000 by way of issuance of 99,998 new ordinary shares of S$1.00 each at par which was fully taken up by the Company for a total consideration of S$99,998. 
A 13
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 :
	30 Apr 2010
	30 April 2009

	
	RM’000
	RM’000

	Corporate guarantee in respect of banking facilities utilized by subsidiary companies
	2,193
	0

	Corporate guarantee in respect of goods supplied to a subsidiary company
	56
	112

	
	2,249
	112


The Company has provided corporate guarantees for banking facilities granted to four of its wholly owned subsidiary companies totaling RM25.1 million (2009: RM25.1 million).
The Company has also provided corporate guarantee to a creditor of a wholly owned subsidiary company for supply of goods of up to RM1.0 million (2009: RM1.0 million).  
A 14
Capital commitments

	
	Group

	Outstanding as at :
	30 Apr 2010
	30 April 2009

	
	RM’000
	RM’000

	Property, plant and equipment
	
	

	Authorised but not contracted for
	380
	9,658

	Contracted but not provided for
	140
	402

	
	520
	10,060


A 15
Acquisition and disposal of items of property, plant and equipment

The Company had on 15 December 2009 entered into a Sale and Purchase Agreement with Wong Tong Hock and Sia Ung Sie and a Deed of Settlement dated 18 January 2010 with T-Point Aluminium Sdn Bhd and Ting Kah Chuong for the acquisition of one (1) piece of land situated at 2 ½ Mile, Rock Road, Kuching, measuring approximately 356 square metres, and described as Sublot 1 on part of Lot 5678 Block 16 Kuching Central Land District together with a double storey semi-detached house erected thereon  for a total consideration of RM450,000 as part settlement of debt owed by T-Point Aluminium Sdn Bhd to LB Aluminium Berhad.

On 16 December 2009, PASB has entered into three (3) separate Sale and Purchase Agreements with Akurjaya Sdn. Bhd. to acquire three (3) plots of vacant industrial lands totaling 42,488 sq metres situated in an industrial park known as Taman Perindustrian Mahkota, Mukim of Beranang, Selangor Darul Ehsan for a total cash consideration of RM6,174,049.50. The aforesaid industrial lands are located next to the Group’s existing factories and shall be purchased free from encumbrances and with vacant possession. The Acquisitions were completed on 19 Apr 2010 with full settlement of the purchase considerations in accordance with the terms and conditions of the said Agreements. The rationale for the purchase of the industrial lands is for the Group’s future expansion of business operations.

The Company had on 28 December 2009 entered into a Sale and Purchase Agreement with KL Parkson Auto Parts Sdn Bhd for the disposal of an intermediate double storey shophouse identified as No. 78, Jalan Sungai Besi, 57100 Kuala Lumpur for a total cash consideration of RM1,100,000.00. The disposal was completed on 2 Apr 2010.
Save for the above, there were no material acquisitions or disposals of items of property, plant and equipment during the current financial year to-date
B
Additional information required by the Bursa Securities’ Listing Requirements

B 1
Review of performance

The Group’s turnover increased by 22.3% to RM95.0 million from RM77.7 million for the corresponding quarter last year attributed to substantially higher volume of aluminium extrusion sold and a slight increase in average selling prices. However, profit before tax decreased significantly to RM0.4 million from RM3.1 million for the same quarter last year. The lower results were due mainly  to significantly lower margins as whilst raw material prices increased substantially by over thirty percent during the quarter, the Group only managed to increase average selling prices by about five percent for the same period. Losses suffered by our Sarawak  subsidiary of RM0.7 million due to higher  costs associated with its start-up of  manufacturing operations in December 2009 and provision for impairment  in investment of RM0.8 million further exacerbated the poor results.
In line with the above, profit after taxation was also lower at RM0.1 million compared to RM3.3 million for the previous year’s corresponding quarter.
B 2
Variance of results against preceding quarter

Turnover for the Group increased by 2.3% compared to the preceding quarter’s turnover of RM92.9 million contributed by a slight increase in average selling prices of aluminium extrusion with business volume remaining at about the same.
However, profit before taxation decreased to RM0.4 million from RM2.9 million for the preceding quarter due mainly to lower margins as well as the other contributing factors explained above. Profit after taxation also decreased in line with the above.
B 3
Current year prospects
The global economic recovery remains promising although financial crisis within the European Union has created many uncertainties. The economic issues developing in Europe will take time and political willpower as well as financial resolve to straighten out. On the domestic front, the Malaysian economy continues to progress which augurs well for our business. 
Prospects for the Group continue to be challenging as unprecedented volatility in raw material prices i.e. aluminium has created pricing issues resulting in margins being squeeze.  Competitions although expected persisted to put further strains on margins both locally and for the export market. Nonetheless the Group will keep looking for ways to improve costs efficiency and recovery. 

Barring unforeseen circumstances, your Directors are optimistic that the Group will remain profitable for the forthcoming quarter.
B 4
Profit forecast

Not applicable as no profit forecast was published.

B 5
Taxation 
	
	Quarter ended 

30 Apr
	Cumulative to date
30 Apr

	

	2010
	2009
	2010
	2009

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current income tax
	293
	153
	2,036
	1,402

	Deferred taxation 
	5
	(342)
	5
	(142)

	
	
	
	
	

	
	
	
	
	

	
	298
	(189)
	2,041
	1,260

	Under / (Over) provision in respect  of  prior  year
ect of previous year
	(68)
	8
	(52)
	8

	
	230
	(181)
	1989
	1,268


The Group’s effective tax rate for the current quarter is 64%, which is higher than the statutory rate due to certain expenses not allowable for tax deduction. The Group’s effective tax rate of 14% for the financial year are 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 expenditures in the current quarter and previous financial years.

B 6
Unquoted investments and properties

There were no sale of unquoted investments and / or properties for the quarter under review save as disclosed in A15 above.
B 7
Purchase or disposal of quoted investments

a) There were no purchase or disposal of quoted securities for the quarter under review.
b) Investments in quoted securities as at 30 Apr 2010 :

	
	Cost

RM’000
	Book Value

RM’000
	Market Value

RM’000

	Total quoted investments
	1,000
	450
	590


B 8
Status of corporate proposals announced

There are no corporate proposals announced but not completed as at the date of this report.

B 9
Borrowings and debt securities

	
	As at

30 Apr 2010

	
	RM’000

	Bank borrowings (unsecured)
	

	Bankers acceptances denominated in Ringgit Malaysia
	45,520

	Bank overdraft denominated in Ringgit Malaysia
	1,605

	Term loans denominated in Ringgit Malaysia repayable within the next twelve months
	26,000

	
	73,125

	
	

	Long term borrowings (unsecured)
	

	Long term loans denominated in Ringgit Malaysia repayable
	8,693

	 after the next twelve months
	

	

	


B 10
Off balance sheet financial instruments

Commodity future contracts entered into by the Group and outstanding as at 30 April 2010 are as follows:
	(In RM’000)
	Maturity Analysis

	
	Less than 1 year
	1 year to 3 years
	More than 3 years
	Total Notional Amount

	Purchase Contracts
	1,379
	-
	-
	1,379


The above exchange traded commodity contracts were entered into with the objective of managing and hedging the Group’s exposure to adverse price movements in aluminum.
The associated credit risk is minimal as these contracts were entered into with brokers of commodity exchanges. Gains or losses arising from contracts entered into as hedges of anticipated future transactions are deferred until the date of such transactions, at which time they are included in the measurement of such transactions. Gains and losses on contracts which are no longer designated as hedges are included in the income statement.
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 have recommended a first and final tax exempt dividend of 1.75 sen per share (2009 : 1.75 sen per share ) based on the paid up share capital of RM124,237,167 comprising of 248,474,334 ordinary shares of RM0.50 each (2009 : 248,474,334 ordinary shares of RM0.50 each) in respect of the Company’s financial year ended 30 April 2010 amounting to RM4,348,301 (2009 : RM4,348,301).

The proposed dividend is subject to the approval of the shareholders at the annual general meeting to be held on a date which shall be announced later.  The date of payment of the dividend and the date for the determination of dividend entitlement would also be announced later.

B 13
Earnings per share

	

	Current quarter
	Year to-date

	
	RM’000
	RM’000

	Net profit attributable to ordinary shareholders
	131
	12,565

	
	
	

	Basic earnings per share
	
	

	Weighted average number of ordinary shares
	
	

	Issued ordinary shares at beginning of the quarter/period (‘000)
	248,474
	248,474

	Effect of shares issued
	0
	0

	Weighted average number of ordinary shares (‘000)
	248,474
	248,474

	Basic earnings per share (sen)
	0.05
	5.06

	
	
	


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 warrants to ordinary shares are anti-dilutive.

By Order of the Board

Ng Bee Lian

Company Secretary

Date: 30 Jun 2010
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