
LATEXX PARTNERS BERHAD (86100-V)

Notes TO THE INTERIM FINANCIAL REPORT AS AT 30.09.02

1. BASIS OF PREPARATION

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting.

The interim financial report should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2001.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 31 December 2001.

The accounting estimate for depreciation of machineries has been changed from 10% to 5% for this financial accounting year. The relevant depreciation adjustment has been made to the current quarter result.

The following notes explain the events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2001.

2. PROPERTY, PLANT AND EQUIPMENT

The valuations of land and buildings have been brought forward, without amendment from the previous annual report.

3. INVENTORIES

There was no write-down or reversal of any write-down in inventories during the nine months under review.

4. CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the group for the nine months ended 30 September 2002. 

5. DIVIDENDS PAID

There was no dividend declared or paid for the nine months ended 30 September 2002.

6. SEASONAL OR CYCLICAL FACTORS 

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.

7. SEGMENT INFORMATION

The Group’s business for the nine months only comprises the manufacture and sale of examination gloves.

8. CAPITAL COMMITMENT

There is no capital commitment as at 30 September 2002.

9.
CONTINGENT LIABILITIES

In the opinion of the Directors, there are no contingent liabilities as at 30 September 2002, and neither any as at the date of this announcement.

10.
DEBT AND EQUITY SECURITIES

During the quarter under review, the Company issued 13,000 ordinary shares of RM1.00 each pursuant to the Company’s Employees’ Share Option Scheme. The exercises of options by employees during the quarter under review have increased the share capital of the Company as shown below: -

Share Capital
RM’000
As at 30.09.2002
81,382

As at 30.06.2002
81,369

Save as disclosed above, there were no other issuance and repayment of debt and equity securities, share buy backs, share cancellations, shares held as treasury shares and resale of treasury shares during the quarter under review.

11.
RELATED PARTY TRANSACTIONS


There was an advance to the company by the Chairman, Mr. Law Cheing Kiat @ Low Cheng Kiat amounting to RM1,280,000.00 during the quarter under review.

12. EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

On 22 November 2002, the Company has via its adviser, announced that it had entered into conditional placement agreements and debts settlement agreements with three (3) placees to subscribe for a total of 949,000 Placement Shares, representing the final tranche of the Placement Shares, at an issue price of RM1.20 per Placement Share. Please refer to the Section on the Status of Corporate Proposals for more details.
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1.
REVIEW OF PERFORMANCE

The Group’s loss before taxation for the nine months ended 30 September 2002 is marginally lower as compared to the corresponding period last year. This has been a difficult period for the Group, experiencing intense competition and rising cost of raw materials.

In view of the changes made in the accounting estimate for depreciation of machineries, the Group has recognized the reduction in the depreciation charge of RM3.46 million inclusive of its previous quarters in this quarter’s results.       

The Group will continue its effort on cost cutting measures and improvement of sales to remain competitive and enhance its performance in the last quarter. Furthermore, the Government’s gas tariff reduction effective from 1 October 2002 will also reduce our energy cost significantly in future.

2. VARIATION OF RESULTS AGAINST PRECEDING QUARTER

For the quarter under review, the Group recorded a lower loss before tax as compared to the previous quarter.  Despite the decrease in turnover, the lower loss has reflected on the Group’s effort in its cost cutting measures. The adjustment for the change in the accounting estimate for its machineries has improved on this quarter’s results.

3. CURRENT YEAR PROSPECTS

The overall financial performance of the Group for the current year is expected to maintain at the current level but the company is pursuing for a better performance next year.

4.
PROFIT FORECAST


Not applicable as no profit forecast was published.

5.
TAX EXPENSE

No tax provision is made for the period under review for both core units of the Group as the Group 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. 

6.
UNQUOTED INVESTMENTS AND PROPERTIES


There were no purchase or sale of any unquoted investments and/or properties for the quarter and financial year to date under review.

7.
QUOTED INVESTMENTS

(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.

8.
STATUS OF CORPORATE PROPOSAL ANNOUNCED

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 had 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 had agreed to the Vendors’ proposal above, subject to the SC’s consent. Following the submission to SC, via its adviser, the Company had been requested by SC to provide further information on the above alternative manners to meet the Security Condition imposed. 

On 28 May 2002, one of the Vendors i.e Mr. Law Cheing Kiat @ Low Cheng Kiat had separately made an alternative proposal on the security requirement, whereby he undertakes to provide some Latexx shares held under Taiping Super Capital Sdn Bhd (“TSC”), a private company owned by the Vendor and his brothers, to sufficiently meet the coverage of 120% over his 40% of the total revised profit warranted (i.e RM18,626,000 plus interest return).

On the same, the other Vendor i.e K & J Enterprise Sdn Bhd had appealed for indulgence from the Company, via its letter dated 22 May 2002, requesting for an extension of time to meet the security requirement for its 20% of the total revised profit warranted (i.e 18,626,000 plus interest return). 

The Board had accepted and agreed in-principle to the Vendors’ proposal and request for extension of time provided until 30 August 2002. On 29 August 2002, the Board resolved to grant another extension of time until 15 September 2002 for the other Vendor to submit a proposal on how to meet the Security Condition. The Company is presently pursuing on the matter to submit an application to the SC.     

b. Proposed Rights Issue 

On 20 May 2002, the Company had via its adviser, announced on its proposal to undertake a renounceable rights issue of up to a maximum of 35,264,324 new ordinary shares of RM1.00 each (“Rights Shares”) on the basis of two (2) Rights Shares for every five (5) existing shares held in the Company, at an issue price and a date to be determined and announced later. The submission to the Securities Commission (“SC”) to seek approval for the proposed rights issue was made on 28 June 2002.

On 30 August 2002, the Company had via its adviser, announced that the SC had approved the proposed rights issue via its letter dated 26 August 2002, subject to the following conditions:-

a) The utilisation of the proceeds to be raised from the proposed rights issue (“Proceeds”) is subject to the following:-

(i) the SC’s approval must be obtained for any variation to the original utilisation if the said variation involves utilisation of Proceeds for purposes other than for the core business of the Company;

(ii) the approval of the shareholders of the Company must be obtained for the proposed manner of utilisation of the Proceeds and for any subsequent variation of 25% or more from the original utilisation. Should the variation be less than 25%, an appropriate disclosure is to be made to the shareholders of the Company;

(iii) any extension of time from the period fixed by the Company for the utilisation of Proceeds should be approved by a firm resolution of the Company’s Board of Directors and fully disclosed to the KLSE; and

(iv) appropriate disclosures on the status of the utilisation of the Proceeds should be made in the Quarterly Reports and Annual Reports of the Company until the Proceeds are fully utilised.

b) Should the issue price for the Rights Shares be set at a discount of more than 30% from the theoretical ex-rights price prior to the price-fixing date, the promoters and the Directors of the Company are required to give written irrevocable undertakings to the SC that they would not dispose of their shares from the “ex-date” of the shares until ten (10) market days after the listing of the Rights Shares.

c) The Company is required to fully comply with all the requirements pertaining to the implementation of the proposed rights issue as provided under the SC’s Policies and Guidelines on Issue/Offers of Securities.

With the approval obtained from the SC, the proposed rights issue is now subject to the approvals of the following:- 

i) The SC and the Companies Commission of Malaysia for the registration and lodgement of the Abridged Prospectus relating to the proposed rights issue;

ii) The KLSE for the listing of and quotation for the Rights Shares; and 

iii) The shareholders of the Company at an extraordinary general meeting to be convened.

c. Proposed Private Placement

On 23 April 2002, the Company had, via its adviser, announced that the Company had entered into conditional placement agreements on 19 April 2002 with seven (7) placees, comprising of Bumiputra investors and some of the creditors of the Company and its subsidiaries to subscribe for 6,517,000 Placement Shares at an issue price of RM1.70 per Placement Share. 

Based on the issued and paid-up share capital of the Company immediately prior to the implementation of the Private Placement, the Company may issue a total of 7,466,000 Placement Shares. The Company had via its adviser, on 21 May 2002 sought the approval of the SC for the extension of six (6) months up to 13 December 2002 for the Company to implement the remaining outstanding 949,000 Placement Shares. On 12 June 2002, the Company had, via its adviser, announced that the SC had granted the approval for the extension via its letter dated 10 June 2002.

Subsequently on 22 November 2002, the Company has, via its adviser, announced that it had entered into conditional placement agreements and debts settlement agreements on 22 November 2002 with three (3) creditors of its subsidiary to subscribe for a total of 949,000 Placement Shares, representing the final tranche of the Placement Shares, at an issue price of RM1.20 per Placement Share. The issue price of RM1.20 per Placement Share represents a premium of approximately 0.8% to the five (5)-day weighted average market price of the shares until and including 21 November 2002 of approximately RM1.19 per share. 

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. Group Borrowings

Group borrowings as at 30 September 2002:-

	
	Secured
	Unsecured
	Total
	
	
	

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

	Bank overdraft
	-
	           6,444
	6,444
	
	Within 12 months
	53,413

	Trade facilities
	-
	27,282
	27,282
	
	  After 12 months
	1,757

	Term loan
	3,550
	17,894


	21,444
	
	
	

	
	
	
	
	
	
	

	
	3,550
	51,620
	55,170
	
	
	55,170


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.

10. OFF BALANCE SHEET FINANCIAL INSTRUMENTS

During the financial year todate, the Group did not enter into any contracts involving off balance sheet financial instruments.

11. 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.

12. Dividends

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

13.
BASIC EARNINGS PER SHARE

The calculation of basic earnings per share for the quarter is based on the net loss attributable to ordinary shareholders of RM3.797 million and the weighted average number of ordinary shares outstanding during the quarter of 74,481,478.

By Order of the Board

Ong Bee Fang

Secretary

Perak


Date:  29 November 2002   
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