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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 Securities.

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 2009. The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2009.

Amendment FRS 117: Leases

The amendments clarify on the classification of leases of land and buildings. The purpose of this amendment is to reclassify of leasehold land to property, plant and equipment instead of being classified under prepaid lease payments. The change in accounting policy has been made retrospectively in accordance with the transitional provisions of amendment. The reclassification does not have any impact on the financial performance and earnings per share of the Group.

The following comparatives have been reclassified upon adoption of the Amendments to FRS 117:

	Condensed Consolidated Statement of Financial Position
	As Restated
RM’000
	As Previously Stated
RM’000

	Non-current Assets
  Property, plant and equipment

  Prepaid lease payments
	                    179,663
                           -
	                        173,399

                            6,264


2.
AUDITOR’S REPORT ON PRECEDING FINANCIAL STATEMENTS


The auditor’s report on the financial statements of the Group and the Company for the financial year ended 31 December 2009 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 subject to 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.
As at 31 December 2010, a total of 353,500 ordinary shares were held as Treasury Shares of the Company.
7.   DIVIDENDS 
A first interim tax exempt dividend of 2.5 sen per ordinary share of RM0.50 each in respect of the current financial year was paid on 5 July 2010. A second interim tax exempt dividend of 2.5 sen per ordinary share of RM0.50 each in respect of the current financial year was paid on 5 October 2010. 
The Board of Directors has proposed a tax exempt final dividend of 2.5 sen per ordinary share of RM0.50 each for the financial year ended 31 December 2010 subject to shareholders’ approval at the forthcoming Annual General Meeting.
Details of dividend paid to-date and proposed final dividend are tabulated as follows:

	Financial Year
	Description
	Payment

Date
	Dividend

(%)
	Value

(RM’000)

	2009
	1st interim tax exempt dividend

2nd interim tax exempt dividend
	12.06.2009

16.12.2009
	2%

2%
	1,947

1,973

	2010
	1st interim tax exempt dividend

2nd interim tax exempt dividend
Proposed:

Final tax exempt dividend*
	05.07.2010

05.10.2010
TBA
	5%

5%
  5%*
	5,271

5,445
 5,533e

	
	Total
	
	
	20,169e


e - estimated  
* -  subject to shareholders’ approval at forthcoming Annual General Meeting

TBA – to be announced in due course
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 2009.

10.
EVENTS SUBSEQUENT TO THE END OF INTERIM PERIOD
On 31 January 2011, the Company announced that it had on 27 January 2011, received from Navis Asia VI Management Company Ltd (“Navis”), in association with Mettiz Capital Limited, a non-binding indicative proposal to acquire the entire business and undertakings (including the entire assets and liabilities) of the Company as a going concern for a total consideration of RM852,032,740.10 (“Indicative Purchase Price”) or RM3.10 per ordinary share of RM0.50 each in the Company (exclusive of treasury shares and assuming all outstanding warrants of the Company as at 27 January 2011 are converted) (“the Proposal”). 

The Indicative Purchase Price shall be fully settled in cash and/or through the issuance of securities by a special purpose vehicle nominated by Navis. If the Proposal is approved by shareholders, the cash and/or the securities will be distributed to the shareholders and warrantholders of the Company in proportion to their shareholdings and warrantholdings respectively. The Company will be delisted after the distribution of the cash and/or securities to shareholders and warrantholders.
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

Contingent Liabilities
                                                                                                                As at                      As at  

(i) Corporate Guarantee granted to a subsidiary company:            31.12.2010            31.12.2009
                                                                                                                     RM’000                  RM’000
      

( a )  Corporate guarantee for unsecured banking facilities             159,950                 42,750   

       
( b )  Corporate guarantee for secured banking facilities                   15,500                 67,500    

       
( c )  Corporate guarantee in respect of supplier’s credit                     2,000                   2,150    
(ii) On 24th September 2010, the Director General of the Inland Revenue Board issued a notice of additional tax payable to our subsidiary company, Latexx Manufacturing Sdn. Bhd. “LMSB”, arising from a reassessment of tax liability for the year of assessment 2000. The additional tax plus penalty was RM6,615,529.41.

The Director General has ruled that LMSB had not complied with one of the conditions as stipulated in the pioneer status certificate issued by the Ministry of International Trade and Industry by exporting examination gloves through Latexx Partners Berhad, “LPB”, a parent company that holds 100% shareholding in LMSB.

The Board of Directors is of the opinion that LMSB had complied with all the conditions as stipulated and all goods manufactured by LMSB were ultimately exported. A notice of appeal was filed on 20th October 2010 to the Special Commissioners of Tax to reverse the decision of the Director General of the Inland Revenue Board. The Special Commissioners are yet to set a date for hearing of our appeal.

13.
CAPITAL COMMITMENTS


The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 December 2010 is as follows:











          RM’000

Approved Capital Expenditure:







 Non-contracted for:

   Plant and machineries






            22,200










            ======
14.
SIGNIFICANT RELATED PARTY TRANSACTIONS











12 months ended











        31.12.2010











           RM’000

Purchases of latex concentrate from a related company

- Gunung Resources Sdn. Bhd.





             63,299










             =====

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

















Additional information required by Part A of Appendix 9B of Listing Requirements of Bursa Malaysia Securities Berhad  

15.
REVIEW OF PERFORMANCE

	
	3 Months Ended
	12 Months Ended

	
	4Q10
	4Q09
	Variance
	2010
	2009
	Variance

	
	RM ‘000
	RM ‘000
	%
	RM ‘000
	RM ‘000
	%

	Revenue
	106,791
	102,886
	3.8
	497,323
	328,473
	51.4

	PBT
	17,284
	16,949
	2.0
	84,815
	51,781
	63.8

	PAT
	10,459
	16,490
	(36.6)
	70,350
	51,317
	37.1


The Group recorded revenue of RM106.79 million for 4Q10, a 3.8% growth from the same quarter a year ago. For the current quarter the Group achieved profit before tax of RM17.29 million, an increase of 2% from RM16.95 million in the same quarter last year.  Profit after tax came in at RM10.46 million compare to RM16.49 million in the same quarter last year.  

For the current year to date, the Group’s revenue increased 51.4% to RM497.32 million from RM328.47 million in the corresponding period last year.  Profit before tax and profit after tax comparing to the same period last year has increased by 37.1 % and 63.8% respectively to RM84.82 million and RM70.35 million.

The increase in the Group’s revenue and improvement in the net profit of the current year was mainly due to the increase in overall sales volume, driven by the strong demand of gloves and the Group’s expanded capacity from 6 billion pieces per annum to 7 billion pieces per annum.  The stronger performance was also attributed by measures taken to improve the effectiveness and efficiency in operation control; as well as intensified and aggressive marketing strategy.

The financial results of the Group since FY 2008 are tabulated below:
	Financial Year
	2008
	2009
	2010

	
	RM ‘000
	RM ‘000
	RM ‘000

	Revenue
	223,255
	328,473
	497,323

	EBITDA
	24,050
	66,804
	101,470

	EBITDA margin
	10.8%
	20.3%
	20.4%

	PBT
	15,199
	51,781
	84,815

	PBT margin
	6.8%
	15.8%
	17.1%

	PAT
	15,191
	51,317
	70,350

	PAT margin
	6.8%
	15.6%
	14.1%


16.
COMPARISON WITH PRECEDING QUARTER’S RESULT

For the current quarter, the Group’s revenue registered was RM106.79 million, 17.8% lower compare with RM129.88 million in the preceding quarter.   Profit before tax was 14.3% lower at RM17.29 million compared to RM20.17 million recorded in the preceding quarter. Apart from the persistently high latex prices and weakening of US dollar that affected the Group’s profit margin, the decline in the Group’s revenue and profit were also due to lower sales of NR gloves and higher sales of nitrile gloves.  EBITDA of the current quarter has increased 1.5%, i.e. 20.4% compare to 18.9% of the preceding quarter, attributed by higher sales of nitrile gloves.  Profit after tax was 40.7% lower at RM10.46 million compared to RM17.63 million in the preceding quarter due to higher effective income tax rate of the current quarter compared to the preceding quarter.
The financial results of the Group compared to preceding quarter are tabulated below:

	Financial Year
	2010
	

	
	Q3
	Q4
	Inc/(Dec)

	
	RM ‘000
	RM ‘000
	%

	Revenue
	129,878
	106,791
	(17.8)

	EBITDA
	24,494
	21,761
	(11.1)

	EBITDA margin
	18.9%
	20.4%
	1.5

	PBT
	20,168
	17,284
	(14.3)

	PBT margin
	15.5%
	16.2%
	0.7

	PAT
	17,625
	10,459
	(40.7)

	PAT margin
	13.6%
	9.8%
	(3.8)


17.  PROSPECTS
Group Prospects
The Group will further geared up its aggressiveness to advance its product presence and market share in other geographical markets beside the USA. Ultimately, the Group was aimed to enlarge its revenue based by capturing more market shares in the non-USA markets. 

The Group current customer base very much centric to US market, taken up approximately 70 per cent of the total sales.  In the past, the Group has not tried to tap into the rest of the regions beside the North America market; these regions are inclusive of the Europe, Middle East, Japan, India and China markets. The Group has recently decided to strategically enter into these markets that are potentially larger than the US market and other advance markets.

Con-currently, the Group also aggressively penetrating into the non-medical markets, particularly the food-handling, beauty and daily personal hygiene as well as the industrial sectors, via the latest ultra-thin nitrile glove range successfully developed by the company.  The Group is ready to tap on the potential demand growth for growth in these sectors driven by the heightening of hygiene and work safety awareness.

The board strongly believe the above two strategic moves will successfully help the Group to enlarge its regional customer base and increase of capacity expansions in the coming years. In line with the business development strategies, the Group would continue to allocate more capacity to nitrile production in the coming months.  Driven by the increasingly high NR latex price, the switching from NR to nitrile was unavoidable among the current and potential glove users.  To tap into this change in the industry landscape, The Group aims to further increase its nitrile products from the existing 50 per cent to 80 per cent in the product mix in the coming years.  
The Group continued to adopt effective cost saving measures to mitigate the impact of the rising raw material costs.  The Group has managed to maintain high level of flexibility as majority of the facilities and lines were interchangeable between the production of NR and nitrile gloves, with minimum conversion time.  On top of this, due to the effective execution of the expansion plan in 2011, the Group currently has a larger capacity base with approximately eight billion pieces per annum compared with six billion pieces per annum in 2010. Hence, the Group will be able to increase the allocation of capacity to its customers based on their requirement.  
To update, the execution of the current joint venture (JV) project with Budev B.V. on undetectable protein level NR glove was in accordance to the plan and schedule. Once installation is completed in the facility site in Kamunting, commercialisation will kick off immediately.
Industry Prospects

On the industry front, global demand for gloves still grow at a pace of 10 per cent to 12 per cent annually contributed by the growing hygiene awareness and standard in both medical and non-medical sectors as well as the aging of world population, and the expanded healthcare expenditure worldwide.  The board foresee that the rapid growing awareness of daily personal hygiene and higher occupational safety will further expand the demand for gloves globally, beyond the 10 per cent to 12 per cent growth rate starting 2011.

The Group has acknowledged that the headwinds in the glove manufacturing industry still persisting, especially the rising of latex prices and the weakening of US currency.  It was foreseeable that the increase trend would be persisting further in the coming months supported by the data of International Rubber Study Group (IRSG) that indicated world rubber consumption is out stripping the production.

In short, business opportunity for rubber glove manufacturers in 2011 is still bright, spurred by the growing demand and the relative resilient nature of the industry to the macro economics. However, due to the remaining high latex prices that had shifted the industry landscape to another platform, rubber glove players are expected to abide by different rules of the game.  For instance, the selection criteria for customers will gradually shift from price and quality to value-delivery that comprised a set of optimised mix between price, quality and delivery.   Technology advancement in production process as well as on-going research and development on new products development should be the focus for most industry players to secure their competitive position in the augmented industry landscape.

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

19.
TAXATION
	
	Current Quarter

3 months ended

31.12.2010

RM’000 
	Year To Date 

12 months ended

31.12.2010        

RM’000

	Income tax expense

Deferred tax expense
                                                                                                                    

Total
	6,825
-
----------

6,825
======
	 6,923
 7,542
----------

14.465
======


The effective tax rate for current quarter and cumulative year todate is lower than the statutory income tax rate mainly due to utilisation of capital and reinvestment allowances.

20.
SALE OF UNQUOTED INVESTMENTS AND PROPERTIES


There was no sale of unquoted investments and properties for the financial quarter under review. 

21.
PURCHASE OR SALE OF QUOTED INVESTMENTS

There was no purchase or sale of quoted investments during the financial quarter under review.
22.
STATUS OF CORPORATE PROPOSALS 
There is no corporate proposal previously announced that were not completed as at the date of this announcement.
23. Group Borrowings

Group borrowings as at 31 December 2010, all of which are denominated in Ringgit Malaysia

	
	Secured
	Unsecured
	Total
	
	        Payable
	

	
	RM’000
	RM’000
	RM’000
	
	
	RM’000

	
	
	
	
	
	Within 12 months
	44,593

	Trade facilities
	21,774
	  
	21,774
	
	After 12 months
	47,314    

	Term loan
	23,518
	

	23,518
	
	
	

	Hire Purchase/ Lease Creditors
	46,615
	
[image: image1]
	46,615
	
	
	

	Total
	91,907
	
	91,907

	
	Total
	91,907


Secured borrowings are collateralized by the following: -

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

· Corporate guarantee of the Company

24.
FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

During the financial period, the Group had entered into forward foreign exchange contracts to hedge its exposure to fluctuations in foreign exchange risk arising from sales.


As at 31 December 2010, the Group’s open forward contracts entered into as hedges of anticipated future transactions are as follows:

	Foreign exchange forward contracts
	Period


	Contract Value
RM’000
	Fair Value

RM’000

	US Dollar
	Within 3 months
	11,025
	11,025



The forward foreign exchange contracts are entered with local licensed banks with a view to limit the foreign exchange risk exposure of the Group.
25.
MATERIAL LITIGATION
There was no material litigation pending as at the date of this announcement.
26.
RETAINED PROFITS

On 25 March 2010, Bursa Malaysia Securities Berhad (“Bursa Malaysia”) issued a directive to all listed issuers pursuant to paragraphs 2.06 and 2.23 of the Bursa Securities Main Market Listing Requirements. The directive requires all listed issuers to disclose the breakdown of the unappropriated profits or accumulated losses as at the end of the reporting period, into realised and unrealised profits or losses.


The breakdown of the retained earnings of the Group as of 31 December 2010 into realised and unrealised profits or losses, pursuant to the directive, is as follows:

	Total Retained Earnings/(Accumulated Losses) of the Group
	Current Quarter

31.12.10

RM’000
	Preceding Quarter

30.09.10

RM’000

	 - Realised

 - Unrealised

Total 

	130,405
(1,443)
128,962


	126,288
(2,339)
123,949





The determination of realised and unrealised profits or losses is based on Guidance of Special Matter No.1 “Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Securities Listing Requirements” as issued by the Malaysian Institute of Accountants on 20 December 2010.
27.
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.

	
	Current Quarter

3 months ended

31.12.10
	Year To Date

12 months ended

31.12.10

	Net profit attributable to equity holders of the Parent (RM’000)
	10,460
	70,351

	Weighted average number of ordinary  shares in issue (‘000)
	218,730
	210,912

	Basic earnings per share (sen)   
	4.78
	33.36


b) Diluted 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 have been adjusted for the dilutive effects of all potential ordinary shares.

	
	Current Quarter

3 months ended

31.12.10
	Year To Date

12 months ended

31.12.10

	Net profit attributable to equity holders of the Parent (RM’000)
	10,460
	70,351

	Weighted average number of ordinary  shares in issue (‘000)
	218,730
	210,912

	Effects of dilutive potential ordinary shares on conversion of warrants (‘000)
	44,820
	44,820

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	262,650
	255,732

	Basic earnings per share (sen)   
	3.97
	27.51
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