
LATEXX PARTNERS BERHAD (86100-V)

Notes TO THE INTERIM FINANCIAL REPORT AS AT 31.03.04
1.
ACCOUNTING POLICIES AND METHODS OF COMPUTATION


The interim financial report has been prepared in accordance with MASB 26 Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad, and should be read in conjunction with the audited financial statements for the year ended 31 December 2003.


The accounting policies and methods of computation are consistent with those adopted for the annual financial statement for the year ended 31 December 2003 except where indicated otherwise.

2.
AUDITED ACCOUNTS


The preceding annual financial statements of the Group were reported without any qualification.

3.
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.

4.
UNUSUAL ITEMS


There were no unusual items for the current quarter.

5. CHANGES IN estimates

There were no changes in estimates of amounts reported in prior interim period or financial year that would have had a material effect in the current quarter. 

6.
DEBT AND EQUITY SECURITIES

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

7. DIVIDENDS PAID

There was no dividend declared or paid for the current quarter and financial year ended 31 December 2003.

8. SEGMENTAL  REPORTING

The Group is principally engaged in the manufacturing and sale of examination gloves.  Accordingly, the Group does not have other segment which is to be disclosed under the requirements of MASB Standard 22 “Segment Reporting”.

9.
REVALUATION


The valuations of property, plant and equipment and investment properties have been brought forward without amendment from the audited financial statements for the year ended 31 December 2003.

10.  EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE


There were no material events in the interval between the end of period reported.
11.
CHANGES IN THE COMPOSITION OF THE GROUP

There were no changes in the composition of the group during the quarter under review. 

12.
CONTINGENT LIABILITIES & CONTINGENT ASSETS

There were no significant contingent liabilities or contingent assets as at 31 December 2003, and neither any as at the date of this announcement.

13. CAPITAL COMMITMENT

There is no capital commitment as at 31 December 2003.
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1.
REVIEW OF PERFORMANCE

The Group’s revenue for the current quarter ended 31 March 2004 decreased to RM8,910,000 from RM11,979,000 as reported in the prior financial quarter ended 31 March 2003 while the loss before taxation decreased to RM3,238,000 from RM4,250,000 for the respective periods. The drop in turnover in this quarter as against the last quarter is mainly due to challenging business environment faced by the company.  However, the Company continues to put in effort on cost cutting measures and quality improvement to meet customer requirement.  As a result, the margin has improved further and losses reduced.  

2.
COMMENT ON ANY MATERIAL CHANGE IN PROFIT BEFORE TAX

There is no material change in loss before tax.
3. FACTORS AFFECTING COMPANY’S PROSPECTS

The Directors will continue to put in effort to improve the business environment for the rest of the financial year ending 2004. 

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 was no purchase or sale of any unquoted investments and/or properties during the quarter 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 2003 is as follows:-

	
	RM

	At cost
	5,293,000

	At carrying value
	1

	At market value
	59,400


8.
STATUS OF CORPORATE PROPOSAL ANNOUNCED

a.
Proposed Variation of Profit Warranty 

Further to the application to the Securities Commission (“SC”) on 3 April 2003 in relation to the following proposals made by the Vendors:-
· the Vendors jointly undertook to opt for an early repayment, prior to the expiry date of the profit warranty period on 31 December 2003, an initial amount of RM4,000,000 on or before 30 April 2003; and

· the Vendors sought waiver on the securities placement condition imposed by the SC and also the interest return calculated at RM114,535, arising from the above early repayment,  

The SC had on 16 April 2004, requested for a proposed settlement of the remaining balance profit warranty shortfall of RM7,175,600 after deducting the proposed early repayment of RM4,000,000 from the Vendors. The profit warranty period has now lapsed on 31 December 2003, the Vendors are obliged to pay up to a maximum of 60% (i.e RM11,175,600) of the total warranted profit of RM18,626,000. 
On 23 April 2004, the Vendors had proposed a new settlement for the balance profit warranty shortfall of RM5,270,933 after deducting the updated cash advancement of RM5,904,667 made by one of the Vendors to Latexx Manufacturing Sdn Bhd. Despite this new proposal, the proposed early repayment of RM4,000,000 will still be applicable but the Vendors has decided to abort the repayment of interest return amounting to RM114,535. The new proposed settlement of the remaining shortfall of RM5,270,933 will be made via instalment payments until 31 December 2004. 
For the purpose of towards a full and final settlement of the remaining profit warranty shortfall, the Board has agreed to further extending the time up to 31 December 2004 for the Vendors’ to settle the remaining shortfall via instalment payments. On 12 May 2004, the Company submitted a further application to the SC seeking its approval on this new settlement proposal. 
b.
Proposed Rights Issue 

The Company had on 11 February 2004, via its adviser, submitted an application to the Securities Commission (“SC”) for an extension of another six (6) months until 25 August 2004 for the implementation of the Proposed Rights Issue. Additional time for the implementation of the Proposed Rights Issue is required in view that the Company is currently undertaking a restructuring of its debts with its trade creditors and sundry creditors (“Trade Creditors”) and also certain bank creditors (“Bank Creditors”) in order to avoid an insolvent position. As the Proposed Rights Issue forms an integral part of the debt restructuring proposals, additional time is required for the Company to negotiate with its creditors on terms which will enable Latexx Group to continue to operate as a going concern. In the same application, the Company had also informed the SC regarding the variation in the original utilisation of proceeds from the Proposed Rights Issue, now mainly to settle its debts owing to Trade Creditors and Bank Creditors. 
On 30 March 2004, the Company announced that it had received the approval of the SC for a final extension of six (6) months from 25 February 2004 to 25 August 2004 for the implementation of the Proposed Rights Issue. 

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 31 March 2004:-

	
	Secured
	Unsecured
	Total
	
	
	

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

	Bank overdraft
	-
	           4,676
	4,676
	
	Within 12 months
	48,058

	Trade facilities
	-
	25,457
	25,457
	
	  After 12 months
	3,100

	Term loan
	2,260
	18,765

	21,025
	
	
	

	
	
	
	
	
	
	

	
	2,260
	48,898
	51,158
	
	
	51,158


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 to date, the Group did not enter into any contracts involving off balance sheet financial instruments.

11. Material Litigation

Save as disclosed below, the Group is not involved in any other material litigation.

(i) The Company is one of the several defendants named in an action filed by Donna Clerk and Chester Clark on 29 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.

(ii)
A Writ of Summons has been filed by Caltex Oil Malaysia Limited (“Plaintiff”) on 29 July 2003 in the Kuala Lumpur High Court (Suit No.: D3-22-1258-2003). The Plaintiff claims against its wholly-owned subsidiary, Latexx Manufacturing Sdn Bhd (“LMSB”) for a sum of RM 370,329.85 together with interest at the rate of 8% per annum from the date of filing the Writ until the date of settlement. The suit was filed against LMSB for the allegedly outstanding sum due and payable by LMSB in respect of diesel sold to LMSB. LMSB has instructed its solicitors to enter an appearance on its behalf in respect of the suit. LMSB will be defending the claim on the basis that the Plaintiff has failed to fulfil its obligations by failing to deliver the goods on time. The Board is of the view that the claim is not expected to have any material financial and operational impact on the Group.

(iii)
The Company and its subsidiary, Medtexx Partners Inc. (“MPI”) are two of the several proposed respondents named in a Complaint filed on 24 October 2003 by Kimberly-Clark Corporation (“K-C”) and Safeskin Corporation (“Safeskin”) (K-C and Safeskin are collectively referred to as “K-C/Safeskin”) in the U.S International Trade Commission, which alleged that the Company, MPI and also others have violated Section 337 of the Tariff Act of 1930 by importing into the United States, selling for importation, and/or distributing in the United States after importation purple protective gloves that infringe one or more of Safeskin’s U.S Trademark Registration Nos. 2,596,539, 2,470,932, 2,533,260 and 2,593,382.  The ITC will decide whether to institute an investigation under Section 337 of the Tariff Act of 1930 and the ITC may grant, inter alia, general exclusion order in respect of the goods under complaint and permanent cease and desist orders prohibiting the proposed respondents from engaging in the conducts under complaints.

MPI, on the other hand, is one of the several defendants named in the civil action filed by K-C/Safeskin (also known as “the Plaintiffs”) on 30 October 2003 in the United States District Court for the Northern District of Georgia, Atlanta Division. The Plaintiffs’ claim is based on trade mark infringement, unfair competition, trademark dilution and deceptive trade practices in the matter of certain purple color protective gloves and the Plaintiffs are seeking an injunction to restrain such trade mark infringement, including the COLOR PURPLE trademark, the K-C PURPLE Trade Dress and/or confusingly similar variations thereof in connection with protective gloves, and also damages and costs. 

The claim is not expected to have any immediate financial and operational impact upon the Company and MPI. The quantum of damages and losses, if any at all, cannot be ascertained at this juncture as they are subject to proof by the Plaintiffs. The Board is unable to express an opinion on the possible outcome of the case as the Company and MPI are presently seeking legal advise in respect of the same. 

12. Dividends

The Board of Directors does not recommend any dividend in respect of the financial year ended 31 December 2003.

13.
BASIC EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.
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31.03.04
         31.03.03
       31.03.04        31.03.03
Net profit for the period (RM’000)

(3,248)
          (4,250)
        (3,248)         (4,250)

Weighted average number of ordinary  
 82,331
          79,308
        82,331           79,308

shares in issue


Basic earnings per share (sen)

  (3.95)
           (5.36)
         (3.95)            (5.36)







____________________________________________

By Order of the Board

Ong Bee Fang

Secretary

Perak

Date : 26 May 2004      
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