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Notes to the interim financial statements

1.
Basis of preparation

This interim financial report had been prepared in accordance with the applicable approved accounting standards for entities other than private entities issued by the Malaysian Accounting Standards Board (MASB), including compliance with Financial Reporting Standard (FRS) 1342004, Interim Financial Reporting. This financial report also complies with the applicable disclosure provisions of the Listing Requirements of the Bursa Malaysia Securities Berhad.
The interim financial report has been prepared in accordance with the same accounting policies adopted in the financial year-end January 2007 annual financial statements except for the accounting policy changes arising from the adoption of new and revised standards as set out in Note 2.

The preparation of an interim financial report in conformity with FRS 1342004, Interim Financial Reporting requires management to make judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses on a year to date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated financial statements and selected explanatory notes. The notes include an explanation of events and transactions that are significant to an understanding of the changes in financial position and performance of the group since January 2007 annual financial statements. The condensed consolidated interim financial statements and the notes thereon do not include all the information required for full set of financial statements prepared in accordance with FRSs.
2.
Changes in Accounting Policies

The Malaysian Accounting Standards Board (“MASB”) has issued two revised Financial Reporting Standards (“FRSs, which term collectively includes the MASB’s Issues Committee’s Interpretations) that are effective for annual period beginning on or after 1 October 2006, which are:

(i) FRS 117, Leases – The Group and Company has adopted FRS 117 in this interim financial statements and there is no significant impact on adoption.

(ii) FRS 124, Related Party Disclosures – This FRS is effective for annual periods beginning on or after 1 October 2006 and is applicable to the Group and Company in the current financial year. By virtue of the exemption in paragraph 22A of FRS 124, the impact of applying FRS 124 on the financial statements upon first adoption of this standard as required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting Estimates and Error is not disclosed.
The MASB has issued the following new and revised FRSs or interpretation that are effective for future periods that have not been applied in preparing this interim financial statements:

(i) FRS 139, Financial Instruments: Recognition and Measurement – This FRS has been issued by the MASB but the MASB has yet to announce the effective date of this standard.
(ii) Amendment to FRS 1192004,Employee Benefit – Actuarial Gains and Losses, Group Plans and Disclosures – Certain amendments made to FRS 1192004 are effective for annual periods beginning on or after 1 January 2007. This standard is not applicable to the Group and the Company; and

(iii) FRS 6, Exploration for and Evaluation of Mineral Resources – This FRS is effective for annual periods beginning on or after 1 January 2007. This standard is not applicable to the Group and the Company.
The MASB has also issued amendments and other interpretations that are effective for annual periods beginning on or after 1 July 2007. These amendments and interpretations are not applicable to the Group and the Company.
3.
Audit qualifications 
The report of the auditors’ on the Group’s financial statements for the year ended 31 January 2007 was not subject to any qualification.

4.
Seasonal or cyclical factors
The Group’s operations were not affected by seasonal or cyclical factors.

5.
Unusual items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows during the current quarter because of their nature, size, or incidence. 

6.
Changes in estimates
There were no changes in financial estimates reported in prior interim periods that would materially affect the current interim period financial statements.

7.
Debt and equity securities
There were no issuances and repayment of debts and equity securities, share buy-backs, shares cancellations, shares held as treasury shares and resale of treasury shares for the current quarter.

8.
Dividend paid

There were no dividends paid during the quarter ended 30 April 2007.
9.
Segment Reporting


The Group’s segmental report for the 3 months financial period ended 30 April 2007 is as follows:

	
	Manufacturing
	Investment holding
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	Total
	21,571
	1,051
	1,153
	23,775

	Inter segment
	(1,162)
	-
	-
	(1,162)

	External
	20,409
	1,051
	1,153
	22,613

	
	
	
	
	

	Results
	
	
	
	

	Segment profit/(loss)
	(1,473)
	748
	(34)
	(759)

	Interest income
	
	
	
	13

	Finance cost
	
	
	
	(725)

	Loss before taxation
	
	
	
	(1,471)

	Taxation
	
	
	
	515

	Net loss for the period
	
	
	
	(956)



The Group’s segmental report for the 3 months corresponding financial period ended 30 April 2006 is as follows:

	
	Manufacturing
	Investment holding
	Others
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Revenue from external customers
	19,173
	-
	700
	19,873

	
	
	
	
	

	Results
	
	
	
	

	Segment loss
	(1,922)
	(200)
	-
	(2,122)

	Interest income
	
	
	
	10

	Finance cost
	
	
	
	(440)

	Loss before taxation
	
	
	
	(2,552)

	Taxation
	
	
	
	(1)

	Net loss for the period
	
	
	
	(2,553)


10.
Property, plant and equipment
The valuations of freehold land and leasehold land had been brought forward, without amendment from the previous annual financial statements.  

11.
Events subsequent to the balance sheet date
There were no material events subsequent to the end of the current quarter ended 30 April 2007.

12.
Changes in composition of the Group

There were no changes in the composition of the Group during the current quarter ended 30 April 2007. 

13.
Contingent assets and contingent liabilities

There were no changes in contingent assets and liabilities since the last annual balance sheet date except for the following: 

(i)
Bank guarantees issued to third parties by:

	
	30.04.07
	
	31.01.07

	
	RM’000
	
	RM’000

	
	
	
	

	Comfort Rubber Gloves Industries Sdn Bhd
	2,544
	
	2,666

	
	2,544
	
	2,666



These are bank guarantees issued to authorities and utilities suppliers mainly for performance bonds, security deposits and payment guarantees.

(ii) The Company has issued corporate guarantees amounting to RM21.0 million in favour of Bumiputra-Commerce Bank Berhad, RM8.5 million in favour of AmBank (M) Bhd and RM52.2 million in favour of Malayan Banking Berhad for the banking facilities extended to a subsidiary company. The amount of the banking facilities utilised as at 30 April 2007 is RM60.6 million.

14.
Capital commitment


Capital commitments for the Group not provided for in the financial statements are as follows:

	
	30.04.07

	
	RM’000

	
	

	Approved and contracted for:
	

	Property, plant and equipment
	2,591

	
	

	Approved but not contracted for:
	

	Property, plant and equipment
	10,517

	
	13,108


Additional information required by the Bursa Securities Listing Requirements

15.
Review of performance


The Group loss before taxation for the current quarter  ended 30 April 2007 was RM1.5 million as compared to the preceding year corresponding quarter’s loss of RM2.6 million. The lower loss was mainly due to the lower price of raw material and gain from the sale of quoted investment.
16.
Variation of results against preceding quarter


The Group recorded a loss before taxation of RM1.5 million for the current quarter compared to a loss before taxation of RM1.1 million for the preceding quarter ended 31 January 2007. The higher loss was due to the strengthening of Ringgit Malaysia against US Dollar which affected export sales  denominated in US Dollars notwithstanding on the sale of quoted investment.
17. Current year prospects 

Barring any unforeseen circumstances, the Board expects the Group’s financial result for current financial year ending 31 January 2008 to be better than financial year ended 31 January 2007.

Strengthening of Ringgit Malaysia against US Dollar and intense competition remain the major challenges to the industry.


In order to turnaround its financial position to profitability, the Group will continue to implement various cost control measures and productivity improvement.
18. Profit forecast or profit guarantee

The Group did not publish any profit forecast or issue any profit guarantee during the reporting period.

19. Taxation

	
	3 months quarter ended
	
	Cumulative
3 months ended

	
	30.04.07
	
	30.04.07

	
	RM’000
	
	RM’000

	Income tax expense
	-
	
	-

	Deferred tax
	515
	
	515

	
	515
	
	515



The Group’s effective tax rate on the Group’s loss before taxation for the cumulative period was higher than the statutory income tax rate in Malaysia mainly due to non-taxable income arising from capital gain on disposal of quoted investment.

20.
Unquoted investments and landed properties


There were no sale of unquoted investments and/or properties for the current quarter ended 30 April 2007.

21.
Quoted investment


There were no purchases of quoted securities for the current quarter ended 30 April 2007. The Company disposed of 200,000 units of quoted securities for a total consideration of RM1,407,250 during the quarter ended 30 April 2007.

Investment in quoted shares as at 30 April 2007 is as follows:

	
	Cost
	
	Book Value
	
	Market Value

	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	

	Quoted in Malaysia
	889
	
	889
	
	3,550


22.
Status of corporate proposal announced
There were no corporate proposals announced but not completed as at 21 June 2007.
23.
Borrowings

	
	30.04.07
	
	31.01.07

	
	RM’000
	
	RM’000

	Current
	
	
	

	-unsecured short term borrowings
	40,160
	
	39,253

	-term loan (secured)
	1,797
	
	1,453

	Non-current
	
	
	

	-term loan (secured)
	17,536
	
	18,133

	
	59,493
	
	58,839



The above borrowings are denominated in Ringgit Malaysia.

24.
Off balance sheet financial instruments 

The position of forward foreign exchange hedging contracts of a wholly owned subsidiary, Comfort Rubber Gloves Industries Sdn Bhd as at 30 April 2007, is as follows:
	
	
	Contracted amount ‘000
	
	RM’000 equivalent

	
	
	
	
	

	USD
	
	1,000
	
	3,416


The related accounting policies for the off balance sheet financial instruments are disclosed in the audited financial statements for the financial year ended 31 January 2007.

25.
Changes in material litigation

There was no pending material litigation in respect of the Company since the last annual balance sheet date of 31 January 2007.

26.
Dividend Payable 

No dividend has been recommended by the Directors for the financial period ended 30 April 2007. 

27.
Basic loss per share

	
	
	
	
	

	
	3 months quarter ended
	3 months quarter ended
	Cumulative3 months  ended
	Cumulative3 months  ended

	
	30.04.07
	30.04.06
	30.04.07
	30.04.06

	
	
	
	
	

	Net loss for the period (‘000)
	(956)
	(2,553)
	(956)
	(2,553)

	Number of ordinary shares in issue (‘000)
	236,810
	236,810
	236,810
	236,810

	Basic loss per ordinary share (sen)
	(0.40)
	(1.08)
	(0.40)
	(1.08)


28.
Authorisation for issue 
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the Directors on 21 June 2007. 
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