
LATEXX PARTNERS BERHAD (86100-V)

UNAUDITED CONSOLIDATED BALANCE SHEET OF THE GROUP AS AT 30 JUNE 2000



As at End of Current Quarter 30.06.2000
As at Preceding Financial year end 31.12.1999



RM’000
RM’000






1
Fixed Assets
92,189
95,221

2
Investment in Associated Companies
-
-

3
Long Term Investments
1,198
1,198

4
Goodwill on consolidation
1,273
1,287

5
Deferred expenditure
679
827

6
Current Assets




Stocks
66,851
58,027


Trade Debtors
32,691
23,859


Short Term Investments
-
-


Other debtors, deposits and prepayments
7,388
6,320


Fixed deposits
41
40


Cash
3,443
13,040



110,414
101,286

7
Current Liabilities




Short Term Borrowings
59,513
46,808


Trade Creditors
17,944
13,223


Other creditors and accruals
14,425
11,990


Provision for Taxation
2
147


Provision for Dividend
1,834
1,834



93,718
74,002

8
Net Current Assets
16,696
27,284



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



112,035
125,817



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

9
Shareholders’ Funds




Share capital
74,135
73,381


Share Premium
1,758
899


Revaluation Reserves
-
-


Capital Reserves
(888)
(66)


Retained profits
25,554
28,603



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



100,559
102,817

10
Minority interests
(474)
(179)

11
Long Term Borrowings
11,764
15,321

12
Other Long Term Liabilities
186
7,858



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



112,035
125,817



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

13
Net tangible assets
98,607
100,703

14
Net tangible assets per share   (sen)
133
137

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.

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 30 June 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.

9. Seasonality or Cyclicality of Operations

The manufacture and export of examination gloves remain the Group’s flagship business. The industry of our flagship business is still competitive during the period under review. 

During the quarter under review, prices of the major components for the manufacture of latex gloves such as natural rubber latex, chemicals and fuel have increased, thus further eroded profit margins.

Also, due to price undercutting and oversupply in the market, the average selling prices of latex gloves have fallen to lowest in the last decade and still remain low for the period under review. 

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 31.03.2000
74,134

As at 30.06.2000
74,135

11. Group Borrowings

Group borrowings as at 30 June 2000 :-


Secured
Unsecured
Total





RM’000
RM’000
RM’000

Payable
RM’000

Bank overdraft
-
3,521
3,521

Within 12 months
59,513

Revolving credit
-
2,000
2,000

After 12 months
11,764

Trade facilities
-
48,395
48,395




Term loan
6,300
7,109
13,409




Hire purchase
3,952
-
3,952





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


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


10,252
61,025
71,277


71,277


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


=======

Secured borrowings are collateralized by the following: -

· Legal charge over a subsidiary company’s leasehold properties

· 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 30 June 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 8 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

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




1st quarter ended on 31.3.2000
(1,429)

2nd quarter ended on 30.6.2000
(1,619)




Variance
(190)

There was no significantly changes in the quarterly results compared to the results of the preceding quarter and the variance are explained below.

17. Review of Performance

For the quarter under review, the Group achieved an operating profit of some RM1.8 million on the back of a 49% higher turnover of RM28.9 million. 

The Group has performed better in terms of sales volume during the quarter. Unfortunately, its fine profit margin due to intense market competition was further eroded as costs of components like natural rubber latex, fuel and chemicals increased.

Orders from Maxxim Medical, Inc in respect of supplies to Novation Inc. (as fully detailed in the Announcement of 21 June 2000) during the quarter are at initial stage. These orders are expected to increase gradually in the near future.

18. FUTURE PROSPECTS

The Group will continue to focus its resources on latex gloves manufacturing activity and product enhancement with particular attention on the value-added products. Continuous innovation and product development will be the emphasis and key to greater business prospect for the Group in the future. 

19. 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 31 March 1998, 1999 and 2000. As reported previously, due to unforeseen market circumstances, 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.

20. Dividends

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

21. Comparative figureS

As this is the first second quarterly report prepared, comparative figures for the preceding year corresponding quarter are not available.
By Order of the Board

Tay Li Li

Secretary

Kuala Lumpur

Date: 30 August 2000
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