
LATEXX PARTNERS BERHAD (86100-V)

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 as per our audited accounts ended 31 December 2000 have been applied in the preparation of the quarterly financial statements under review.

2. ExCEPTIONAL  Item

	Nature of Exceptional Items
	
	Amount (RM)

	
	
	

	Provision for slow-moving and obsolete stock
	
	5,815,259

	Provision for Bad Debts
	
	4,421,518

	
	
	

	
	
	10,236,777


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. SALE OF UNQUOTED INVESTMENTS AND/OR PROPERTIES.

There was no disposal of any unquoted investments and/or properties for the quarter and financial year-to-date under review.

6. PURCHASE OR DISPOSAL OF QUOTED SECURITIES. 

(a) There was no purchase or sale of quoted securities during the quarter under review.

(b)
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 December 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.

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

a.
Proposed Variation of Profit Warranty 

Further to the announcement made on 26 June 2001 in relation to the Proposed Variation of Profit Warranty, the Company has agreed to the Vendors’ appeal for indulgence to allow them to fulfil the Security Condition imposed by the Securities Commission (“SC”) in an alternative manner, whereby the Vendors 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 the latest submission to 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. As at the date of this announcement, the Company is still in the midst of further deliberating on the issue with the Vendors.     

b. Proposed Rights Issue 

Further to the announcements made on 1 December 2000 and 23 May 2001 in relation to the Proposed Rights Issue, the Company has via its adviser, announced on 21 November 2001 to further defer on its submission to SC in respect of this proposal.  The Company is contemplating to enhance the Proposed Rights Issue, which may involve additional instruments under the current market conditions. 

c. Proposed Private Placement

Further to the announcements made on 8 November 2001 and 16 November 2001 in relation to the Proposed Private Placement, the Company has received approval from SC on 19 December 2001 to implement its Proposed Private Placement, without any variations, at an issue price to be determined based on a maximum discount of 10.0% on the five (5)-day weighted average market price of the Shares immediately preceding the date on which the issue price of the Proposed Private Placement will be fixed.

However, this proposal is still subject to the approvals from the Ministry of International Trade and Industry Malaysia (“MITI”) and Foreign Investment Committee (“FIC”). FIC has imposed certain conditions to be met by the Company prior to implementation of the Proposed Private Placement. As at the date of this announcement, the Company is seeking waiver from FIC on the conditions imposed.

Save as disclosed above, the Group has not announced any corporate proposal which has not been completed as at the date of this announcement.
9. 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 31.12.2001
74,385

As at 30.09.2001
74,311

10. Group Borrowings

Group borrowings as at 31 December 2001 :-

	
	Secured
	Unsecured
	Total
	
	
	

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

	Bank overdraft
	-
	5,218
	5,218
	
	Within 12 months
	51,372

	Revolving credit
	-
	-
	-
	
	After 12 months
	7,171

	Trade facilities
	-
	25,944
	25,944
	
	
	

	Term loan
	4,550
	22,831


	27,381
	
	
	

	
	
	
	
	
	
	

	
	4,550
	53,993
	58,543
	
	
	58,543


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.

11. Contingent Liabilities

In the opinion of the Directors, there are no contingent liabilities as at 31 December 2001, and neither any as at the date of this announcement.

12. Off Balance Sheet Financial Instruments

The Group does not have any off balance sheet financial instruments as at 31 December 2001.
13. 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 used by the plaintiffs.  The Directors are of the opinion that, the possibility of the Company incurring a liability in this lawsuit is remote.

14. Segment Information

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

15. Comparison with Preceding Quarter’s Results

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

	4th quarter ended 31.12.2001
	(9,090)

	3rd  quarter ended on 30.9.2001
	(1,623)

	
	

	Variance
	(3,580)




The current quarter’s result shows an increase in the Loss as compared to the preceding quarter due mainly to the exceptional items of RM10,236,777 (refer exceptional items above). Excluding the exceptional items, we would have made a group profit (before tax and minority interest) of RM1.147 million in the fourth quarter, a turnaround as compared to the loss of RM1.623 million in the third quarter.

16. Review of Performance

During the quarter under review, the Group’s revenue showed a decrease of RM 2.2 million over the previous quarter, due probably to the reduced number of working days in the quarter as a result of the year-end holidays. There has been an improvement in the operating profit (before tax and exceptional items), from a loss (before tax and exceptional items) of RM 1.623 million in the preceding quarter to a profit (before tax and exceptional items) of RM1.147 million in the current quarter.  

As reported in our previous quarter, we have started shipping gloves to the food handling industries in Japan and Europe.

17. MATERIAL EVENTS NOT REFLECTED IN THE FINANCIAL STATEMENT

There are no material events subsequent to the end of the period reported on that have not been reflected in the financial statement for the said period and neither any as at the date of this announcement.

18. Seasonality or Cyclicality of Operations

The manufacture and export of examination gloves remain the flagship business of the Group and generally, this industry is not a seasonal or cyclical type of activity

19. FUTURE PROSPECTS

The Group will continue to focus its resources on expanding the gloves manufacturing activity, to produce cleanroom gloves for the electronic industry and surgical gloves for the medical industry.  Basing on the current improving economic scenario and barring any unforeseen circumstances and  with this plan in place, the Board expects the Group to make a turnaround in the year 2002.   

20. 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.

21. 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: 27 February 2002   
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