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Item 4.02(a) Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review.

     We have identified non-cash errors arising under U.S. generally accepted accounting principles (“GAAP”) largely related to accounting for our acquisition by Hindalco
Industries Limited and a subsequent tax rate reduction. As a result of our identification of these errors, on August 1, 2008, our Audit Committee, based upon management’s
recommendation, concluded that our previously issued financial statements for our fiscal year ended March 31, 2008 (as included in our Annual Report on Form 10-K for the
year ended March 31, 2008), and our unaudited condensed consolidated financial statements for the three months ended June 30, 2007, the three and six months ended
September 30, 2007, and the three and nine months ended December 31, 2007 (as included in our Quarterly Reports on Form 10-Q for the quarters ended June 30, 2007,
September 30, 2007 and December 31, 2007), should no longer be relied upon.

     By way of background, we have a 50% ownership interest in a joint venture (“Alunorf”) that owns a rolling facility in Germany. Consistent with purchase accounting
guidelines under GAAP, we performed a valuation study following our acquisition by Hindalco in May 2007. As part of the valuation study, we established a fair value of
approximately $875 million for our Alunorf investment, as compared to our historical cost basis of approximately $100 million.  Based on this increased valuation, we recorded
a step up in asset basis for this investment and established a deferred tax liability based on the statutory tax rate in Germany as of the closing date of the Hindalco acquisition
(i.e., May 15, 2007).

     We have determined that we should not have recorded a deferred tax liability associated with the step up in basis related to non-amortizable assets (primarily goodwill).  As a
result of this error, we determined that we also overstated the tax benefit associated with a subsequent reduction of the German statutory tax rate. We expect to correct these
errors by (i) adjusting the opening deferred tax amount and (ii) reducing the income tax benefit that we recognized in the second and third quarters of fiscal year 2008. In
addition, we will record several other out-of-period adjustments that we have identified, none of which are material individually or in the aggregate.

     We estimate that the net effect of these non-cash errors was to overstate by approximately $45 million our consolidated net income for the fiscal year ended March 31, 2008.
Because the errors relate to non-cash items, correction of the errors does not affect cash or our liquidity position.

     We are currently reassessing our evaluation of the effectiveness of our internal control over financial reporting at March 31, 2008, and may determine that certain of the
control deficiencies related to these errors rise to the level of significant deficiencies and/or material weaknesses. We intend to restate the audited financial statements set forth
in our Annual Report on Form 10-K for the fiscal year ended March 31, 2008, which will include corrections to the unaudited quarterly financial data for fiscal year 2008 in the
unaudited “Quarterly Results” note. We do not intend to amend our Quarterly Reports on Form 10-Q for the periods ending June 30, 2007, September 30, 2007, and
December 31, 2007. We expect to file with the Commission an amendment to our Annual Report on Form 10-K for our fiscal year ended March 31, 2008, that

 



 

includes the restated financial statements on or prior to the filing deadline for our Quarterly Report on Form 10-Q for the quarter ended June 30, 2008.

     Our management and Audit Committee have discussed the foregoing matters with our independent registered public accounting firm, PricewaterhouseCoopers LLP.

     The statements in this Form 8-K regarding the expected impact of the restatement and the expected timing of our filings constitute forward-looking statements that are based
on our current beliefs and expectations. The final amount and detailed presentation of the restatement will be included in our upcoming filings with the Commission after we
have completed the restatement. There can be no assurance that the estimates included in this report will not change, perhaps materially, before we file the restated financial
statements.

 



 

     SIGNATURE

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
     
 NOVELIS INC.

  

Date: August 1, 2008 By:  /s/ Leslie J. Parrette, Jr.   
  Leslie J. Parrette, Jr.  
  Secretary  
 

 


