LATEXX PARTNERS BERHAD (86100-V)
(Incorporated in Malaysia)

INTERIM FINANCIAL REPORT FOR THE THIRD quarter ENDED 30 SEPTEMBER 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.
CHANGE IN ACCOUNTING POLICIES
The significant accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those of the audited financial statements for the year ended 31 December 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”)  effective for annual periods beginning on or after 1 October 2006:

· FRS 117 Leases

· FRS 124 Related Party Disclosures

The adoption of FRS 124 does not result in significant changes in accounting policies of the Group.  The principal change in accounting policy and its effects resulting from the adoption of the revised FRS 117 are discussed below:

FRS 117: Leases

Prior to 1 January 2007, leasehold land held for own use was classified as property, plant and equipment and was stated at cost/valuation less accumulated depreciation and impairment losses.

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leases of land and buildings.  Leases of land and building are classified as operating and finance leases in the same way as leases of other assets and the land and buildings elements of a lease of land and buildings are considered separately for the purposes of lease classification.  Leasehold land held for own use is now classified as operating lease and where necessary, the minimum lease payments or the up-front payments made are allocated between the land and buildings elements of the lease at the inception of the lease.  The up-front payments made for the leasehold land represents prepaid lease payments and are amortised on a straight line basis over the lease term.
Effective 1 January 2007, the Group has applied the change in accounting policy in respect of leasehold land held for own use in accordance with the transitional provisions of FRS 117.  There is no impact on the income statements as the prepaid lease payments continue to be amortised on a straight-line basis over the lease term.
As a result of the adoption of FRS 117, comparative amounts as at 31 December 2006 have been reclassified as follows:






As previously

   Effects of

As restated






    reported

reclassification







    RM’000

     RM’000

   RM’000

Property, plant and equipment
      69,801

     (25,949)

    43,852

Prepaid lease payments

           -


      25,949

    25,949




3.
QUALIFICATION OF PRECEDING AUDITED FINANCIAL STATEMENT

The audited financial statements for the financial year ended 31 December 2006 was not subject to any qualification.

4.
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.

5.
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. 

6.
MATERIAL CHANGES IN ACCOUNTING estimates

There were no material changes in estimates that have a material effect in the current financial quarter.

7.
DEBT AND EQUITY SECURITIES

Save as disclosed below, there were no issuance, cancellations, share buy backs, resale of shares bought back and repayment of debt and equity securities during the current financial quarter.
During the 3rd quarter ended 30 September 2007, the issued and paid-up share capital of the Company has increased from 194,695,413 ordinary shares of RM0.50 each to 194,697,413 ordinary shares by issuance of 2,000 new ordinary shares of RM0.50 each pursuant to the exercise of options granted under an Employees’ Share Option Scheme at the option prices of RM0.69 per share.
8. DIVIDENDS PAID

No dividend was paid in the financial quarter under review or the 9 months ended 30 September 2007. 

9. 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”.
10.
VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT


The valuations of property, plant and equipment have been brought forward without amendment from the annual audited financial statements for the year ended 31 December 2006.

11.
EVENTS SUBSEQUENT TO THE BALANCE SHEET DATE

There was no material events subsequent to the end of the current quarter ended 30 September 2007. 

12.
CHANGES IN THE COMPOSITION OF THE GROUP

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

13.
CONTINGENT LIABILITIES OR CONTINGENT ASSETS


Contingent Liabilities
	
	
	As at 30.09.2007
	As at 31.12.2006

	
	
	RM’000
	RM’000 

	(a)
	Corporate guarantee for unsecured banking facilities
	2,250
	5,000

	
	   granted to a subsidiary company
	
	

	
	
	
	

	(b)
	Corporate guarantee for secured banking facilities 
	23,000
	11,800

	
	   granted to a subsidiary company
	
	

	
	
	
	

	(c)
	Corporate guarantee in respect of supplier’s credit 
	2,000
	6,900

	 
	    facilities granted to a subsidiary company
	
	

	
	
	
	

	(d)
	Contingent liabilities in the form of potential legal claims 
	525
	525

	
	   pursuant to certain litigations
	
	


14.
CAPITAL COMMITMENTS


The amount of commitments as at 30 September 2007 is as follows:

As at 30.09.2007










         RM’000

Approved and contracted for





            9,315
15.
SIGNIFICANT RELATED PARTY TRANSACTIONS











9 months ended











    30.09.2007











       RM’000

Purchases of latex concentrate from related company

- Gunung Resources Sdn Bhd





         53,060










         =====

Mr Low Bok Tek is deemed to have substantial shareholding in Latexx Manufacturing Sdn. Bhd.  Both Mr Low Bok Tek and Gan Chong Shyan are directors of Gunung Resources Sdn Bhd.

All the above transactions were carried out on terms and conditions not materially different from those obtainable in transactions with unrelated parties and in the ordinary course of business of the Group.
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Additional information required by Part A of Appendix 9B of Listing Requirements of Bursa Malaysia Securities Berhad  
16.
REVIEW OF PERFORMANCE

For the quarter ended 30 September 2007, the Group had recorded a 6.7% increased in revenue to RM37.935 million and a profit before tax increased by 11.44% to RM1.889 million, as compared to a turnover of RM 35.552 million and a profit of RM 1.695 million during the corresponding quarter.

As at 30 September 2007, the Group’s revenue and profits stood at RM101.371 million and RM4.025 million respectively as compared to a revenue and profit of RM 105.937 million and RM 3.854 million in the corresponding year to date. 

The increase in profit was contributed by the continuous cost monitoring and improvement in production efficiencies. 
17.
COMMENT ON ANY MATERIAL CHANGE IN PROFIT BEFORE TAX

There is no material change in profit before tax.
18. PROSPECTS

The Group revenue for the fourth quarter ended 30 September 2007 registered a 6.7% improvement over the corresponding quarter from RM35.552 million to RM37.935 million. The improvement was mainly due to better quality control, improvement in its cost efficiency and marketing strategies. The market demand for natural rubber latex and synthetic gloves continues to be strong. Based on the third quarter results of the Group, the Directors anticipate that the Group will remain profitable for the financial year 2007.

In line with the Company’s expansion plan, in addition to the existing four plants, the construction of plant 5 had started in November 2007 and targeted to complete by February 2008. 
19.
A STATEMENT OF THE BOARD OF DIRECTORS’ OPINION

The board of directors anticipates that the forecasted sales which were previously announced could have a 5% deviation from the RM 150 million sales forecasted. The reason is because the three (3) new production lines that were expected to commence operations in September had only started operations in the end of October 2007.
20.
PROFIT FORECAST


Not applicable as no profit forecast was published.

21.
TAX EXPENSE
	
	Current quarter ended

30.09.2007        
RM’ 000

	Current tax expense
         
	5


The current taxation provided in the financial statements of the Company is in respect of the interest income earned during the financial year 2007.  The Group has aggregate unabsorbed tax losses and capital allowances which may be utilized to offset against their respective future taxable profit.

22.
UNQUOTED INVESTMENTS AND PROPERTIES


There was no purchase or sale of any unquoted investments and/or properties during the quarter under review.
23.
QUOTED INVESTMENTS

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

(b)
Investment in quoted shares as at 30 September 2007 is as follows:-
	
	RM

	At cost
	5,293,000

	At carrying value
	1

	At market value
	34,048

	
	


24.
STATUS OF CORPORATE PROPOSALS ANNOUNCED BUT NOT COMPLETED 

There is no corporate proposal previously announced that were not completed as at the date of this announcement. 

Status of utilisation of proceeds
As at 7 November 2007, the status of utilisation of proceeds of RM5,291,000 raised from the Proposed Placement is as follows:-

	Purpose
	Proposed Utilisation

RM’000
	Actual 

Utilisation

RM’000
	Balance
C/F

RM’000

	
	
	
	

	Working capital of the Group
	2,421
	2,421
	-

	Settlement of amounts owing to some of the creditors of the Group
	2,420
	3,278
	-

	Estimated expenses for the Proposed Debt Settlement and Proposed Placement
	450
	483
	-

	Total
	5,291
	6,182
	-


25.
Group Borrowings

Group borrowings as at 30 September 2007:-

	
	Secured
	Unsecured
	Total
	
	
	

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

	
	-
	
	
	
	Within 12 months
	4,843

	Trade facilities
	4,457
	
	4,457
	
	  After 12 months
	        557 

	Term loan
	-
	943

	943
	
	
	

	
	
	
	
	
	
	

	
	-
	943
	5,400
	
	
	5,400


Secured borrowings are collateralized by the following: -

· Legal charge over the specific machineries of a subsidiary company; and

· Corporate guarantee of the Company

All borrowings are denominated in Ringgit Malaysia.

26.
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.

27.
MATERIAL LITIGATION
Save as disclosed below, the Group is not involved in any other material litigation.

(i)
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 Latexx Partners Berhad (“the Defendant”). The Plaintiff is claiming for RM525,000.00 being alleged success fee owing by the Defendant pursuant to a letter of appointment dated 20 March 2003 appointing the Plaintiff as Financial Adviser in relation to a proposed debt restructuring scheme. The Defendant terminated the Plaintiff’s services on or about 5 May 2004. The Plaintiff accepted the Defendant’s termination and requested for the sum of RM500,000 as success fee plus RM25,000 as 5% of service tax thereon as provided in the letter of appointment.

The Defendant has 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.

(ii)
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 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 Senior Assistant had on 18 June 2007 allowed the Plaintiff’s application for summary judgment with costs (“Decision”). The Plaintiff had on 22 June 2007 filed an appeal to the Judge in Chambers against Senior Assistant Registrar’s Decision. The Defendant has filed an application for stay of execution of the judgment pending appeal against the Senior Assistant Registrar’s Decision. The hearing of the appeal is fixed on 4 December 2007.
On 5 September 2007, The Defendant received a seal copy of Order and Judgment both dated 14 June 2007 from the Plaintiff’s solicitor to pay the judgment sum of RM791,121.50 within 7 days from 23 August 2007, the Plaintiff may execute the judgment against the Defendant by way of winding up. 

On 19 October 2007, a notice pursuant to Section 218 of the Companies Act, 1965 had been served by the Plaintiff on the Defendant. The amount claimed under the Notice is RM791,121.50, being the sum due pursuant to an order and judgment dated 14 June 2007. Pursuant to the Notice, if LMSB fails to settle the amount owing within twenty-one (21) days from the date of the service of the Notice, a winding up petition will be issued against the Defendant.

The Defendant has on 13 November 2007 filed an application for stay of execution of the Judgment (“Stay Application”) pending appeal against the Senior Assistant Registrar’s Decision dated 14 June 2007.

(iii)
The Company and its dormant subsidiary, Medtexx Partners, Inc. (“MPI”) (MPI had ceased its marketing of natural and synthetic rubber gloves business since March 2006) had on 7 September 2007 received a letter from the United States International Trade Commission (“ITC”) on the complaint and allegation by Tillotson Corporation in the United States for intellectual property infringement of certain nitrile rubber gloves. The ITC’s role is to investigate any alleged Patents infringement claims and to protect the United States domestic market by issuing an order excluding the infringed goods from entering the United States. 

The Company envisaged that there will not be any material impact to the performance of the Group, as the export of nitrile gloves to United States constitutes 3.51% of the total turnover of the Group. The Company understands that Tillotson Corporation has also complained to the ITC on almost all other nitrile glove manufactures throughout the world and nitrile distributors in the United States. 


The Company’s solicitors have responded to the allegations in the complaint to ITC and the hearing is fixed on 15 December 2007. 

28.
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

Quarter

Ended
30.09.07
	Corresponding
Quarter

Ended
30.09.06
	Current

Y-T-D
Ended
30.09.07
	Corresponding
Y-T-D
Ended
30.09.06

	
	
	
	
	

	Net profit for the period (RM’000)
	1,887
	1,695
	4,020
	3,854

	Weighted average number of ordinary  shares in issue
	145,299
	82,331
	145,299
	82,331

	Basic earnings per share (sen)   
	1.30
	2.06
	2.77
	4.68
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