
LATEXX PARTNERS BERHAD (86100-V)

UNAUDITED CONSOLIDATED BALANCE SHEET OF THE GROUP AS AT 31 MARCH 2000



As at End of Current Quarter 31.03.2000
As at Preceding Corresponding Quarter 31.03.1999



RM’000
RM’000

1
Fixed Assets
93,440
N/A

2
Investment in Associated Companies
-
N/A

3
Long Term Investments
1,198
N/A

4
Goodwill on consolidation
1,280
N/A

5
Deferred expenditure
783
N/A

6
Current Assets




Stocks
60,231
N/A


Trade Debtors
26,834
N/A


Short Term Investments
-
N/A


Other debtors, deposits and prepayments
6,832
N/A


Fixed deposits
43
N/A


Cash
1,140
N/A



95,080
N/A

7
Current Liabilities




Short Term Borrowings
48,236
N/A


Trade Creditors
11,121
N/A


Other creditors and accruals
7,139
N/A


Provision for Taxation
145
N/A


Provision for Dividend
1,834
N/A



68,475
N/A

8
Net Current Assets
26,605
N/A



------------
------------



123,306
N/A



======
======

9
Shareholders’ Funds




Share capital
74,134
N/A


Share Premium
1,761
N/A


Revaluation Reserves
-
N/A


Capital Reserves
(224)
N/A


Retained profits
27,174
N/A



------------




102,845
N/A

10
Minority interests
(333)
N/A

11
Long Term Borrowings
13,161
N/A

12
Other Long Term Liabilities
7,633
N/A



------------
------------



123,306
N/A



======
======

13
Net tangible assets
100,782
N/A

14
Net tangible assets per share   (sen)
1.36
N/A

III
Notes

1. Accounting Policies and Method of Computation

The same accounting policies and methods of computation used in the preparation of the financial statements of the year ended 31 December 1999 have been applied in the preparation of the quarterly financial statements under review.

2. Extraordinary Items

In the opinion of the Directors, there were no material items, transactions or events that are distinct from the ordinary course of business of the Group that have affected the Group’s results and operations substantially, during the period under review.

3. Taxation

No tax provision is made for the period under review for both core units of the Group, i.e. Latexx Partners Berhad (“Latexx”) and MRG Industries Sdn Bhd (“MRG”), as they are companies granted tax incentive under the Promotion Investment Act, 1986 as pioneer status companies.  Their adjusted incomes are entirely exempted from income tax until 31 January 2001 and 30 September 2002 respectively. The small amount of tax provided represents foreign tax on profit generated by a trading subsidiary incorporated in the United States of America. 

4. Pre-Acquisition Profits

There was no pre-acquisition profit included in the operating profit for the quarter under review.

5. Sale of Investment and/or Properties

There was no sale of investment or properties during the quarter under review.

6. Investment in Quoted Shares

There was no purchase or disposal of quoted securities during the period under review.  The Group’s investment in quoted shares as at 31 March 2000 is as follows: -


RM’000

At cost
5,294

At carrying value
1,198

At market value
1,198

7. Changes in the Composition of the Group

There was no change in the composition of the Group during the quarter under review.

8. Status of Corporate Proposals

On 22 September 1999, the Company announced that, it has received requests from the vendors of MRG Industries Sdn Bhd (“MRG”), a wholly owned subsidiary acquired by the Company in 1998, to vary certain terms and conditions relating to profit warranty provided for MRG’s performance (‘”Proposed Variation”) in view of unusual industry circumstances. The Board has initiated the Proposed Variation by obtaining the shareholder’s approval at an EGM held on 16 February 2000. The Proposed Variation is now pending the approval from the Securities Commission.

At the same time, the Company has also granted share options under an Employees’ Share Option Scheme (“ESOS”) approved by the shareholders in the previous year to its Managing Director, who is eligible but has yet to be granted such options. Under this grant, the Managing Director is offered the options to subscribe up to 500,000 ordinary shares of RM1.00 each in the Company. The Company has obtained the shareholders’ approval for this grant, via a separate resolution, at the EGM on 16 February 2000.

On 11 May and 27 August 1999, the Company had made announcements in respect of its intention to seek a transfer to the Main Board of the Kuala Lumpur Stock Exchange. After due consultation with the relevant authorities and adviser, the Board has decided to shelve the proposal for the time being.

9. Seasonality or Cyclicality of Operations

The manufacture and export of examination gloves remain the Group’s flagship business.  As reported in our preceding quarterly statement, the industry of manufacturing and exporting of examination gloves remain competitive during the period under review.  Despite the Group’s edge of high product quality and standards, its pricing is still to certain extent driven by market supply and demand.  Oversupplies of gloves in the market and price undercutting have caused prices for all grades of examination gloves to remain low.  

The Directors are of the opinion that, the price undercutting is bottoming out whilst some players have shut down.  The Group is emerging out of the downturn positively following its appointment as the sole supplier of examination gloves by Maxxim Medical, Inc for the latter’s supplies to Novation Group Inc, a bulk buyer of medical products in USA. As at the date of this announcement, the Company is at the final stage concluding the contract.

Certain new products developed by the Group in 1998, such as the coloured gloves have gain well acceptance from the market.  Besides, its newly innovated polymer coating process, which enables powder-free chlorination tasks to be carried out more efficiently, has contributed to the Group profit margin, in terms of overhead and labor costs savings. Continuous innovation and product development will be the emphasis and key to greater business prospect for the Group in the future.

10. Issuance and Repayment of Debt and Equity Securities

The Company has an on-going Employees’ Share Option Scheme implemented in November 1998. Exercises of options by employees have increased the share capital of the Company during the quarter as follows: -

Share capital
RM’000

As at 31.12.1999
73,381

As at 31.03.2000
74,134

11. Group Borrowings

Group borrowings as at 31 March 2000 :-


Secured
Unsecured
Total





RM’000
RM’000
RM’000

Payable
RM’000

Bank overdraft
-
3,350
3,350

Within 12 months
48,236

Revolving credit
-
2,000
2,000

After 12 months
13,161

Trade facilities
-
37,255
37,255




Term loan
6,600
7,915
14,515




Hire purchase
4,277
-
4,277





------------
-------------
-------------


-------------


10,877
50,520
61,397


61,397


=======
=======
=======


=======

Secured borrowings are collateralized by the following: -

· Legal charge over a subsidiary company’s freehold and leasehold properties

· Fixed and floating charges over all present and future assets of the subsidiary

· Corporate guarantee by the Company

All borrowings are denominated in Ringgit Malaysia.

12. Contingent Liabilities

In the opinion of the Directors, there are no contingent liabilities as at 31 March 2000, and neither any as at the date of this announcement.

13. Off Balance Sheet Financial Instruments

On 15 November 1999, the Company has entered into a Conditional Second Supplemental Agreement with certain vendors of MRG to initiate the Proposed Variation, as mentioned in note 9 above.  With the shareholders’ approval obtained on 16 February 2000, the consummation of this agreement is now conditional to the approval of the SC.

14. Material Litigation

Save as disclose below, which have been reported previously, the Group is not involve in any material litigation.

The Company is among the 37 defendants named in a purported class action filed in September 1997 in the United States of America.  The case alleged that users of various natural rubber latex products, including medical gloves made and sold by the Company and other manufacturers and distributors, suffered allergic reactions to the products.  The Company intends to vigorously defend against these actions.  Since the case has not proceeded to a hearing on the merits, the Company is unable to evaluate the extent of any potential liability.  It is crucial for the plaintiff’s lawyer to prove which manufacturer’s gloves were actually in the boxes of latex gloves used by the plaintiffs.  The Directors are of the opinion that, the possibility of the Company incurring a liability in this lawsuit is remote.

15. Segment Information

With the disposal of the chemical trading subsidiary, the Group’s business during the quarter only comprise the manufacture and sale of examination gloves.

16. Comparison with Preceding Quarter’s Results

Group profit/(loss) before tax & MI
RM’000




4th quarter ended on 31.12.1999
(7,874)

1st quarter ended on 31.3.2000
(1,429)




Variance
6,445

Following full provision made for all outstanding exchange losses in respect of forward hedging contracts in the previous quarter, the Group was able to transact all its sales (in US Dollar) during the quarter under review at the prevailing pegged exchange rate. Principally contributed by this factor, the Group managed to reduce its loss before tax by some 82% from some RM 7.874 million to RM 1.429 million.

17. Review of Performance

On average, selling prices during the quarter are still fairly low, as the impact of price undercutting and oversupply persist.

During the quarter, the Group has commenced on the installation of 3 new production lines and upgrading a few others. In the course of upgrading, the lines to be upgraded were shut down temporarily during the quarter. Accordingly, the Group has incurred some additional unproductive overheads during the quarter.   

The orders from Maxxim Medical, Inc. (“Maxxim”) in respect of supplies to Novation Inc. were transacted in April and May. Hence, the contribution from the long term supply arrangement with Maxxim will produce new profits in the next quarter.

18. Variance on Forecast Profit/profit guarantee

(a) Variance of actual profit from forecast profit

There was no profit forecast made for the financial period under review.

(b) Shortfall in profit warranty

In respect of the acquisition of 60% equity interests in MRG in 1997, the vendors have provided profit warranty on the pre-tax profits of MRG for 3 financial years ended/ending 31 March 1998, 1999 and 2000. As reported previously, due to unforeseen market circumstances, i.e. price undercutting and loss of opportunity to capture higher exchange from US Dollar because substantial receivables were hedged forward at pre crisis exchange rate, MRG was not able to perform as projected for the financial year ended 31 March 1999.  Arising from these circumstances, there was a shortfall of actual profit achieved from the profit guaranteed of MRG for the year ended 31 March 1999, of some RM 1.8 million, i.e. the subject matter of the Proposed Variation mentioned in note 8 and 13 above.

19. Dividends

The Directors do not recommend any interim dividend in respect of current financial year.

By Order of the Board

Ong Wei Yeang

Secretary

Kuala Lumpur

Date: 30 May 2000
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