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

INTERIM FINANCIAL REPORT FOR THE THIRD quarter ENDED 30 SEPTEMBER 2008
EXPLANATORY NOTES PERSUANT TO FRS 134
1.
BASIS OF PREPARATION


The interim financial statements are unaudited and have been prepared in accordance with applicable approved Financial Reporting Standards issued by the Malaysian Accounting Standards Board and the provisions of the Companies Act, 1965.

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 2007.
2.
CHANGE IN ACCOUNTING POLICIES
The significant accounting policies and methods of computation adopted by the Group are consistent with previous financial year except for the adoption of the following revised Financial Reporting Standards ( FRSs ) effective for the financial periods beginning on or after 1 January 2008.
                FRS 107     Cash Flow Statement

                FRS 112     Income Taxes    

                      FRS 118     Revenue
                      FRS 134     Interim Financial Reporting

                      FRS 137     Provision, Contingent Liabilities and Contingent Assets         

      The adoption of the above revised FRSs did not have any significant financial impact on the financial results.
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.
5.
MATERIAL 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

There were no issuances, repurchases and repayment of debt and equity securities during the current financial quarter.

7.   DIVIDENDS PAID

No dividend was paid in the financial year to date.
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 annual audited financial statements for the year ended 31 December 2007.

10.
EVENTS SUBSEQUENT TO THE END OF INTERIM PERIOD
There were no material events subsequent to the end of the current quarter ended 30 September 2008.
11.
CHANGES IN THE COMPOSITION OF THE GROUP

One of the Group’s dormant subsidiary, Absolute Synthetic Technologies ( Malaysia ) Sdn. Bhd. was wind up and ceased to be a subsidiary of the Group. 
The disposal has resulted in a gain of RM1,893 which is arrived at as follows :

                                                                                 RM

	(116,667)

	124,182

	   (5,622)

	   1,893


 Share of book value of assets disposed  

Amount due to subsidiary waived           

Amount due from subsidiary waived       

12.
CONTINGENT LIABILITIES OR CONTINGENT ASSETS

Contingent Liabilities.
                                                                                                                As at                      As at  

                                                                                                       30.09.2008            31.12.2007
                                                                                                                   RM’000                  RM’000
       ( a )  Corporate guarantee for unsecured banking facilities                  31,300                   60,800    

                granted to a subsidiary company.

       ( b )  Corporate guarantee for secured banking facilities                      67,500                   39,750    

                granted to a subsidiary company.

       ( c )  Corporate guarantee in respect of supplier’s credit                       2,150                      2,150    

                granted to a subsidiary company.

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

                pursuant to certain litigations. 
13.
CAPITAL COMMITMENTS


The amount of commitments as at 30 September 2008 is as follows:

As at 30.09.2008










         RM’000

Approved and contracted for





           7,528
Approved but not contracted for





         38,315

                                                                                                                                    -----------

                                                                                                                                           45,843  
                                                                                                                                          ======
14.
SIGNIFICANT RELATED PARTY TRANSACTIONS











9 months ended











    30.09.2008











       RM’000

Purchases of latex concentrate from related company

- Gunung Resources Sdn Bhd





         40,145










         =====

Mr Low Bok Tek is deemed to have substantial shareholding in Latexx Manufacturing Sdn. Bhd and director 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.

















INTERIM FINANCIAL REPORT FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2008
Additional information required by Part A of Appendix 9B of Listing Requirements of Bursa Malaysia Securities Berhad  

15.
REVIEW OF PERFORMANCE

For the quarter ended 30 September 2008, the Group achieved revenue of RM 62.7 million and a profit before tax of RM 6.2 million, as compared to preceding year corresponding quarter of RM 37.9 million and RM 1.9 million, an increase of 65% and 228% respectively.
For the current year to date, the Group recorded revenue of RM 153.4 million and profit before tax of RM 8.5 million respectively as against RM 101.4 million and RM 4.0 million respectively in the corresponding preceding period. 
The increase in revenue was driven by recent capacity expansion as well as higher prices of glove realized. The substantial improvement in profit was attributed to change in product mix with sales of more premium product, cost savings from additional capacity from new factory which is more efficient and better US dollar exchange rate.

16.
COMPARISON WITH PRECEDING QUARTER’S RESULT
In the current quarter, the profit before tax was 6.2 million which was RM 5.0 million or 442% higher against 1.1 million recorded in preceding quarter. The significant increase in profit was due principally to increased export sales, overall cost savings from more efficient machines, higher prices of gloves sold and gains from appreciation of Ringgit Malaysia against US dollar.
17.  PROSPECTS
The Group envisages the future prospect to remain bright. The anticipated decline in price of crude oil, latex concentrate and the strengthening of the US dollar augur well for the Group. The Management is of the opinion that the recent world financial turmoil is unlikely to have much effect on the glove industry as glove is a necessity in the health care industry.
      With the gradual increase of production lines in our new factory, the Group’s total annual output will be raised from the 3.3 billion pieces of gloves currently to 4 billion pieces by the end of December 2008, and 6 billion pieces by the end of next year.
      The Management is committed to continuously improve in quality, cost control and productivity. With aggressive marketing and sales strategies, coupled with continuous plant expansion, the Group is moving ahead, and poised for accelerate future growth in revenue and achieving better result.

18. PROFIT FORECAST
      Not applicable as no profit forecast was published.

19. OTHER INCOME
      Other income comprised of gains from foreign exchange

                                                                                     3 months ended                  9 months ended 

                                                                                         30/09/2008                          30/09/2008

                                                                                           RM’ 000                               RM’000

                                        Realised Gains                            1,267                                    1,182

                                        Unrealised Gains                         1,120                                    1,120

                                                                                           ----------                                 ----------

                                                                                             2,387                                    2,302

                                                                                           ======                                 =====

20.
TAX EXPENSE

	
	3 months ended

30.09.2008

RM’000 
	9 months ended

30.09.2008        

RM’000

	Current tax expense
                                                                                                                    

	2

==


	5

==


The current taxation provided in the financial statements of the Company is in respect of the interest income earned during the financial period ended 30 September 2008.The Group has aggregate unabsorbed tax losses and capital allowances which may be utilized to offset against future taxable profit.

21.
SALES OF UNQUOTED INVESTMENTS AND PROPERTIES


There were no sales of unquoted investments for the financial period under review except that on 20 June 2008 and 29 July 2008 the company had entered into Sale and Purchase Agreements for the disposal of three (3) shop houses for RM 765,000.00. The transactions have not yet been completed as at 30 September 2008. Upon completion of the transactions, the gain on disposals is RM 435,375.00.
22.
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 2008
	
	RM

	At cost
	5,293,000

	At carrying value
	1

	At market value
	23,104


23.
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.
24.
Group Borrowings

Group borrowings as at 30 September 2008, all of which are denominated in Ringgit Malaysia
	
	Secured
	Unsecured
	Total
	
	Payable
	

	
	RM’000
	RM’000
	RM’000
	
	
	RM’000

	
	
	
	
	
	Within 12 months
	40,576

	Trade facilities
	31,928
	  
	31,928
	
	  After 12 months
	   16,963    

	Term loan
	9,574
	

	9,574
	
	
	

	Hire Purchase/ Lease Creditors
	16,037
	
[image: image1]
	16,037
	
	
	

	
	57,539
	
	57,539
	
	
	57,539


Secured borrowings are collateralized by the following: -

· Legal charge over the specific machineries of subsidiary companies; and

· Corporate guarantee of the Company

25.
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.  
26.
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. The Court has adjourned the case management to 6 May 2008. The court then fixed 11 December 2008 for further case management. 

(ii)
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 was fixed on 15 December 2007. Following the hearing, the judge decided to have a trial for all parties to present their case from 19 May 2008 to 30 May 2008. On 25 August 2008, the judge issued an initial determination finding that Tilotson Corporation’s patent for nitrile rubber gloves was invalid on two separate grounds. However, although the decision is subject to review by ITC commissioners before it becomes final, the US custom service will not interfere with the importation of nitrile rubber gloves manufactured by the company unless the decision is reversed on appeal subsequently.
      On 8 September 2008, Tillotson filled a petition for review to ITC which will decide on 24 October 2008 whether to review the judge’s initial determination.

27.
BASIC EARNINGS PER SHARE

(a) 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.

	
	Quarter

Ended

30.09.08
	Year to date
Ended

30.09.08

	Net profit for the period (RM’000)
	6,199
	8,475

	Weighted average number of ordinary  shares in issue
	194,697
	194,697

	Basic earnings per share (sen)   
	3.18
	4.35


            (b)  Diluted earnings per share

The diluted earnings per share are not disclosed as their effects on the basic earnings per share are anti-dilutive.
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