
LATEXX PARTNERS BERHAD (86100-V)

INTERIM FINANCIAL REPORT FOR THE first quarter ENDED 31 march 2007
Notes to the interim financial report 

1.
BASIS OF PREPARATION


The interim financial statements are unaudited and have been prepared in accordance with FRS 134, 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 2006.


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 financial year ended 31 December 2006.
2.
AUDIT REPORT FOR PRECEDING FINANCIAL YEAR


The latest audited annual financial statements for financial year ended 31 December 2006 was not subject to 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 AFFECTING FINANCIAL STATEMENTS


There were no unusual items affecting assets, liabilities, equity, net income or cash flows because of their nature, size or incidence except as disclosed in Note 6. 

5. CHANGES IN ACCOUNTING estimates

There were no material changes in estimates that have a material effect in the current financial 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 during the current quarter and financial year ended 31 December 2006. 

8. SEGMENTAL  REPORTING

The Group is principally engaged in the manufacturing and sales of examination gloves.  Accordingly, the Group does not have other segment which is to be disclosed under the requirements of Financial Reporting Standard “FRS 114”.

9.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT


The valuations of property, plant and equipment have been brought forward without amendment from the latest annual audited financial statements.

10.
EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

There was no material events subsequent to the end of the current quarter ended 31 March 2007 that have not been reflected in the interim financial statement. 

11.
CHANGES IN THE COMPOSITION OF THE GROUP

 There was no change in the composition of the Group during the current financial quarter. 

12.
CONTINGENT LIABILITIES OR CONTINGENT ASSETS

There was no change in the contingent liabilities or contingent assets since 31 December 2006.
13.
CAPITAL COMMITMENTS


The amount of commitments for the purchase of land and building as at 31 March 2007 is as follows:

As at 31.03.2007










         RM’000

Approved and contracted for





            2,800
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14.
REVIEW OF PERFORMANCE

For the current quarter, the Group recorded total revenue of RM38.266 million, compared to RM33.929 million for the same period last financial year, an increased of 12.78% or RM4.337 million.
The net profit for the group improved from RM1.082 million to RM1.29 million for the three (3) months ended 31 March 2007 against the corresponding period, representing an improvement of RM0.208 million or 19.22%.  The improvement in net profit is due to the marginal improvement in gross profit and reduction in operating expenses.
15.
COMMENT ON ANY MATERIAL CHANGE IN PROFIT BEFORE TAX

There is no material change in profit before tax.
16. FACTORS AFFECTING COMPANY’S PROSPECTS

Based on the first quarter results of the Group, the Directors anticipate that the Group will remain profitable for the financial year 2007.

17.
PROFIT FORECAST


Not applicable as no profit forecast was published.

18.
TAX EXPENSE

The current taxation provided in the financial year ended 31 December 2006 is in respect of the interest income earned during the year.   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 period.






19.
UNQUOTED INVESTMENTS AND PROPERTIES


There was no purchase or sale of any unquoted investments and/or properties during the quarter under review.

20.
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 March 2007 is as follows:-

	
	RM

	At cost
	5,293,000

	At carrying value
	1

	At market value
	42,560


21.
STATUS OF CORPORATE PROPOSAL ANNOUNCED BUT NOT COMPLETED AS AT 22 MAY 2007 (the latest practicable date which is not earlier than 7 days from the date of issue of this Quarterly Report)

The Company had on 10 April 2006 announced to undertake an Interim Proposals as follows:-

(a)
Proposed reduction of the existing issued and paid-up share capital of the Company of RM82,330,811 comprising 82,330,811 ordinary shares of RM1.00 each to RM41,165,405 comprising 82,330,811 ordinary shares of RM0.50 each, by way of cancellation of RM0.50 in par value for every one (1) existing ordinary share of RM1.00 each held, pursuant to section 64(1) of the Act; (“Proposed Par Value Reduction”) 

(b)
Proposed reduction of the share premium reserve of the Company of up to maximum of RM 34,544,092, pursuant to section 60(2) and 64(1) of the Act; (“Proposed Share Premium Reduction”)
(c)
Proposed settlement of debts owing to certain financial institution creditors of the Group amounting to RM51,106,301 by way of issuance of 102,212,602 new ordinary shares (“debt shares”) of RM0.50 each together with 73,009,001 Warrants on the basis of five (5) warrants for every seven (7) new shares issued; and (“Proposed Debt Settlement”)

(d)
Proposed private placement of up to 10,000,000 new Shares (“placement shares”) together with 7,142,857 Warrants on the basis of five (5) Warrants for every seven (7) shares, to be issued to identified placee(s). (“Proposed Placement”)
Further to the submission to Securities Commission (“SC”) on 26 June 2006 in relation to the Proposed Debt Settlement and Proposed Placement, the Company has via MIMB received a letter from SC dated 11 October 2006 approved the Proposed Debt Settlement and Proposed Placement.

The Company had obtained its shareholders’ approval on the Proposed Par Value Reduction and Proposed Share Premium Reduction at an Extraordinary General Meeting held on 30 June 2006. On 19 December 2006, the High Court approved the Company’s Petition for Proposed Par Value Reduction and Proposed Share Premium Reduction. On 22 December 2006, the Company announced that the par value of the Company’s shares has been reduced from RM1.00 to RM0.50 per share with effect on 29 December 2006.

On 13 October 2006, MIMB on behalf of our Board announced SC’s approval for the Proposed Debt Settlement and Proposed Placement subject to the conditions as set out in SC’s approval letter dated 11 October 2006.

The Capital Reconstruction was effected on 29 December 2006. The credit arising from the Capital Reconstruction was utilised to eliminate our accumulated losses which stood at RM74,340,000 as at 31 December 2005. 

On 21 February 2007, MIMB on our behalf announced SC’s approval for the proposed placement of the Placement Shares and the attached Warrants to Mr. Low Bok Tek, our Chairman and Chief Executive Officer.

On 15 March 2007, MIMB on our behalf announced the fixing of the issue price of the Placement Shares at RM0.5291 per Placement Share and exercise price of the Warrant at RM0.53 per Latexx Share.

The SC vide its letter dated 4 April 2007 granted a three (3)-month extension of time from 11 April 2007 to 10 July 2007 for the Debt Settlement and Placement to be fully implemented.

On 5 April 2007, we announced that the shareholders of Latexx had approved the Proposed Debt Settlement and Proposed Placement at an EGM held on 5 April 2007.
On 10 May 2007, MIMB on our behalf announced SC’s approval in respect of :-

· a variation to one of the SC’s conditions of approval for Low Bok Tek (“LBT”) to acquire at least 10% of the resultant paid-up share capital of Latexx within six (6) months from the completion of the Proposals, instead of six (6) months from the SC’s approval for the Proposals dated 11 October 2006.

· a waiver from complying with the requirement of paragraph 6 of Guidance Note 8C, Policies and Guidelines on Issue/Offer of Securities so as to enable LBT to make payment to the Company for the subscription of 10,000,000 new ordinary shares of RM0.50 each in Latexx to be issued to LBT pursuant to the Proposed Placement, within five (5) market days from the date a modified prospectus in relation to the Proposals is issued. 
On 28 May 2007, MIMB on our behalf announced SC’s approval for a waiver from having to submit a comprehensive proposal to the SC.

Save as disclosed above, the Group has not announced any corporate proposal which has not been completed as at the date of this announcement.
22.
Group Borrowings

Group borrowings as at 31 March 2007:-

	
	Secured
	Unsecured
	Total
	
	
	

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

	Bank overdraft
	-
	           4,582
	4,582
	
	Within 12 months
	48,009

	Trade facilities
	-
	26,076
	26,076
	
	  After 12 months
	             732    

	Term loan
	-
	18,083

	18,083
	
	
	

	
	
	
	
	
	
	

	
	-
	48,741
	48,741
	
	
	48,741


Secured borrowings are collateralized by the following: -

· Legal charge over the subsidiary company’s leasehold properties; and

· Corporate guarantee of the Company

All borrowings are denominated in Ringgit Malaysia.

23.
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.

24.
Material Litigation

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

(i)
A Writ of Summons has been filed by Chevron Malaysia Limited (formerly known as 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 our wholly-owned subsidiary, 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. 

The Plaintiff had on 16 September 2003, served LMSB with a summary judgment application. Hearing of summary judgment application was heard on 2 March 2004. The High Court on 9 July 2004 allowed the Plaintiff’s summary judgment application with costs. Nevertheless, LMSB had filed a Notice of Appeal to the Judge in Chambers on 13 July 2004. 

On 3 February 2005, LMSB had entered into a Settlement Agreement with the Plaintiff to settle its debts with the Plaintiff by paying RM370,329.85 as full and final settlement of the debts totalling RM370,329.85 as at 28 February 2003. 

On 5 January 2006, we and LMSB have entered into a Supplement Settlement Agreement with the Plaintiff to extend the stipulated period to a period expiring on 31 March 2006. On 27 July 2006, both parties had agreed to extend the stipulated period (“as defined in the settlement agreement”) to 31 December 2006. On 30 March 2007, both parties had agreed to extend the stipulated period from 31 March 2007 to 30 April 2007 and on 17 May 2007 both parties further agreed to extend the stipulated period from 30 April 2007 to 30 June 2007.
(ii)
A Writ of Summons and Statement of Claim was filed on 29 September 2004 by Moores Rowland Consulting Sdn Bhd (“the Plaintiff”) for the sum of RM525,000.00 together with interest and costs against us. The Plaintiff is claiming for RM525,000.00 being alleged success fee owing by us pursuant to an agreement dated 20 March 2003 appointing the Plaintiff as Financial Adviser in relation to a proposed debt restructuring scheme. We have entered an appearance in the action and is defending the Plaintiff’s claim through our solicitors. The Court has directed both parties to file and serve a complete list of witnesses by 6 July 2006 and has also fixed 23 November 2006 for case management, and 11 January 2010 till 15 January 2010 for trial for the above matter. On 23 November 2006, the Court has fixed 8 January 2008 for further case management.

(iii)
A Writ of Summons and Statement of Claim was served on 14 July 2006 by OCBC (“the Plaintiff”) for the sum of RM3,127,022.29 together with interest and costs against us and our 100% owned subsidiary, LMSB in respect of a term loan pursuant to a settlement agreement dated 26 April 2005. We have filed an application for stay of execution of judgment and an application for setting aside of judgment. Both applications were scheduled for hearing on 10 November 2006. OCBC has agreed to withhold all proceedings pending a full and final settlement of all monies due and owing to OCBC including the application to set aside the judgment dated 3 August 2006 as well as the application to stay the execution of the judgment dated 3 August 2006, until 10 February 2007. On 4 April 2007 both parties have signed a settlement agreement. The case that was fixed for hearing on 9 April 2007 was subsequently postponed to 9 July 2007 on the application to stay of execution of the judgment.

(iv)
A Writ of Summons and Statement of Claim dated 21 July 2006 filed by HT Ceramics (M) Sdn Bhd (“the Plaintiff”) for the sum of RM791,121.50 together with interest and costs against our 100% owned subsidiary, LMSB (“the Defendant”).   The Plaintiff’s claim against Defendant is for allegedly failing to pay the outstanding debts for goods supplied and sold to the Defendant. The Plaintiff has filed an application to the Court for summary judgment. The hearing of the summary judgment was on 29 January 2007. The Defendant has filed an affidavit to oppose the application. On 29 January 2007, the hearing of the application was fixed on 29 March 2007. The Court has directed the Plaintiff and the Defendant to file their respective submissions and the case was fixed on 11 May 2007 to ensure that all the relevant documents are filed in court.  The Court has fixed the application for decision on 14 June 2007.

25.
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.








Current
    Corresponding    Current    Corresponding







Quarter
         Quarter
        Y-T-D
   Y-T-D








Ended
          Ended                Ended           Ended







31.03.07
         31.03.06
       31.03.07        31.03.06
Net profit for the period (RM’000)

     1,289              1,082
          1,289             1,082
Weighted average number of ordinary  
   82,331
            82,331
        82,331           82,331


shares in issue


Basic earnings per share (sen)   

     1.57
             1.31
            1.57              1.31







___________________________________________

By Order of the Board

Cheong Wei Ling

Secretary

Kuala Lumpur

30 May 2007
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