
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 2000 have been applied in the preparation of the quarterly financial statements under review.

2. ExCEPTIONAL  Item

There was no exceptional item during the quarter under review
3. Extraordinary Items

There was no extraordinary item during the quarter under review.

4. 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 Latexx Manufacturing Sdn Bhd (“LMSB”), as they are companies granted tax incentive under the Promotion Investment Act, 1986 as pioneer status companies.  The adjusted income of LMSB is entirely exempted from income tax until 30 September 2002. Although, the Pioneer Status of Latexx has expired on 31 January 2001, it has substantial amount of unutilised capital allowances accumulated over the past 10 years of tax exempt period.  Hence the Company is not expected to incur any income tax for the current year. The small amount of tax provided represents foreign tax on profit generated by a trading subsidiary incorporated in the United States of America. 

5. Pre-Acquisition Profits

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

6. Sale of Investment and/or Properties

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

7. Investment in SUBSIDIARY

	
	RM’000

	At cost
	255

	At carrying value
	121


This is in respect of investment in a subsidiary principally involved in manufacturing and dealing of synthetic rubber gloves, which has ceased operation in 1999.  A receiver has been appointed for the voluntary winding up of this subsidiary and the carrying cost of some RM121,000 was arrived after making full provision of all current and foreseeable future liabilities.

8. 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 September 2001 is as follows:-

	
	RM

	At cost
	5,293,000

	At carrying value
	1

	At market value
	NA


NA - not available as the security has been long suspended from trading.

9. Changes in the Composition of the Group

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

10. Status of Corporate Proposals

a.
proposed variation of profit warranty 

On 6 April 2001, the Company has received approval from the Securities Commission (“SC”) to implement its proposed variation to profit warranty in respect of LMSB, which comprises a staggered payment scheme for warranty shortfall for year ended 31 March 1999 (i.e. RM1.8 million) and extension of profit warranty for the financial year ended 31 March 2000 to 31 December 2003 with revised profit warranted. 

In conjunction with the approval, the SC has imposed various conditions, amongst others include a condition for the vendors to place securities quoted on the Kuala Lumpur Stock Exchange with a stakeholder that sufficiently covers 120% of the revised profit warranted (“the Security Condition”).

On 26 June 2001, the Company has duly announced that the vendors have appealed for indulgence from the Company to allow them to fulfil the Security Condition in an alternative manner whereby they undertake:

(i) to provide 5,176,000 Latexx shares (which carry an aggregate market value of approximately RM7.76 million) to partly fulfil the Security Condition upon implementation; and

(ii) to provide additional securities to sufficiently meet the coverage of 120% over profit warranted imposed by SC within a period of 2 years from the acceptance of this proposal by the Company.

Taking into consideration the deteriorating market conditions and the significantly low market price of the Company’s shares, the Company has agreed to the vendors’ proposal above, subject to the SC’s consent. Following this latest submission to the SC, via its adviser, the Company has been requested by SC to provide further information on the above alternative manners to meet the Security Condition imposed. The Company is still in the midst of further deliberating on the issue with the Vendors.     

b. proposed rights issue 

In view of the deteriorating market conditions, the Company has announced to defer its submission to SC in respect of this proposal on 23 May 2001.  The Company is contemplating to revise the scheme of the proposed rights issue. As at the date of this announcement, the final scheme has not been finalized.

c. proposed private placement

On 8 November 2001, via its adviser, the Company has announced its proposal to undertake a private placement of up to a maximum of 8,000,781 Placement Shares representing not more than 10.0% of the issued and paid-up share capital of the Company, after taking into account the new Shares that may be issued and allotted prior to the implementation of the proposed private placement pursuant to the exercise of the options granted and available to be granted under the Employees’ Share Options Scheme of the Company. Part of the Placement Shares will be placed out to the trade and other creditors of the Company and its subsidiaries in which the setting off of their debts will be accepted as full and final settlement for the issuance of the new Shares.

The submissions to the relevant authorities to seek approvals for the proposed private placement was made on 15 November 2001.                                  

Save as disclosed above, the Group has not announced any corporate proposals which has not been completed as at the date of this announcement.

11. Seasonality or Cyclicality of Operations

The manufacture and export of examination gloves remain the flagship business of the Group.  The market for examination gloves worldwide during the quarter under review is beginning to show an improvement but the market prices remained weak.  Generally, this industry is not a seasonal or cyclical type of activity.  
12. Issuance and Repayment of Debt and Equity Securities

The Company has an on-going Employees’ Share Option Scheme implemented in November 1998. There was no change to the share capital of the Company during the quarter under review: -

Share Capital
RM’000
As at 30.9.2001
74,311

As at 30.6.2001
74,311

13. Group Borrowings

Group borrowings as at 30 September 2001:-

	
	Secured
	Unsecured
	Total
	
	
	

	
	RM’000
	RM’000
	RM’000
	
	Payable
	RM’000

	Bank overdraft
	-
	4,308
	4,308
	
	Within 12 months
	57,697

	Revolving credit
	-
	500
	500
	
	After 12 months
	4,530

	Trade facilities
	-
	29,124
	29,124
	
	
	

	Term loan
	4,800
	23,495
	28,295
	
	
	

	
	4,800
	57,427
	62,227
	
	
	62,227

	
	
	
	
	
	
	


Secured borrowings are collateralized by the following: -

· Legal charge over one of the leasehold property of a subsidiary company

· Corporate guarantee by the Company

All borrowings are denominated in Ringgit Malaysia.

14. Contingent Liabilities

In the opinion of the Directors, there are no contingent liabilities as at 30 September 2001, and neither any as at the date of this announcement.

15. Material Litigation

Save as disclose below, which have been reported previously, the Group is not involved 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 used by the plaintiffs.  The Directors are of the opinion that, the possibility of the Company incurring a liability in this lawsuit is remote.

16. Segment Information

The Group’s business during the quarter only comprises the manufacture and sale of examination gloves.

17. Comparison with Preceding Quarter’s Results

	Group profit/(loss) before tax and Minority Interest
	RM’000

	
	

	3rd  quarter ended on 30.9.2001
	(1,623)

	2nd  quarter ended on 30.6.2001
	(5,084)

	
	

	Variance
	3,461




The current quarter’s result shows a significant improvement as compared to the preceding quarter and the variance is explained in Note 18 below.

18. Review of Performance

During the quarter under review, there was some improvement in the demand for examination gloves and the Group’s turnover showed an increase of RM 9.7 million over the previous quarter. The operating loss before tax was reduced by RM 3.461 million from RM5.084 million in the preceding quarter to RM1,623 million for this quarter through the effective cost cutting measures and improvement in demand.  

Coincide with this improvement in gloves demand, there has been some progress in the business negotiations to manufacture gloves for food handling market initiated by the Group in the previous quarters. The Group has received confirmed orders for this new product and these orders are expected to increase gradually in the near future. 

19. FUTURE PROSPECTS

The Group will continue to focus its resources on gloves manufacturing activity and to expand its business further into the electronic and food sectors apart from the traditional medical sector. There has already been some improvement and a turnover shown in our current quarter’s results. Barring unforeseen circumstances, the Board expects the Group to make its turnaround plan a success in the medium term.  

20. Off Balance Sheet Financial Instruments

The Group does not have any off balance sheet financial instruments as at 30 September 2001.
21. Variance on Forecast Profit/profit guarantee

a. variance of actual profit from profit forecast

The Group does not have any profit forecast announced for the financial period under review.

b. shortfall of profit warranty

Referring to Note 10 (a) above, the shortfall of profit achieved by LMSB for the year ended 31 March 1999 over profit warranted by the vendors involved, amounted to some RM 1.8 million.  With the SC’s approval obtained and vendors’ commitment, this shortfall shall be settled by the vendors in staggered payments by 5 October 2002.

22. Dividends

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

By Order of the Board

Ong Bee Fang

Secretary

Perak

Date: 15th November 2001 
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