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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 2011. The interim financial statements should be read in conjunction with the audited financial statements of the Group for the financial year ended 31 December 2011.
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 2011 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.

The number of warrants as at 31 March 2012 stood at 52,009,601.

The number of ordinary shares as at 31 March 2012 stood at 222,839,670 (inclusive of treasury shares).

7.   DIVIDENDS 
The table below is the compilation of all dividends previously declared by the Group:

	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

Final tax exempt dividend
	05.07.2010

05.10.2010

18.07.2011
	5%

5%

5%
	5,271

5,445

5,552

	2011


	1st interim tax exempt dividend

Proposed:

Final tax exempt dividend*
	05.01.2012

TBA
	5%

3%*
	5,553

3,332e

	Total
	
	
	
	29,073e


     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.
VALUATION 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 2011.

10.
EVENTS SUBSEQUENT TO THE END OF INTERIM PERIOD

      There were no material events subsequent to the end of the current quarter ended 31 March 2012 that have not been reflected in the financial statements for the interim period.

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:        
31.03.2012
31.12.2011
                                                                                                             
RM’000       
RM’000

      

( a )  Corporate guarantee for unsecured banking facilities    
182,625
182,625  

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

       
( c )  Corporate guarantee in respect of supplier’s credit            
    2,000
    2,000    
(i) 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 and late payment penalty was RM 7,641,386.91.

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 have set 2nd and 3rd May 2012 for the hearing of our appeal.

On 27 May 2011, the Director General of the Inland Revenue Board issued a notice of reassessment covering the years of assessment 2002 to 2007 to our subsidiary companies, Latexx Manufacturing Sdn Bhd disallowing bad debts written off amounting to RM 7,065,074 and pioneer status losses carried forward of RM 21,715,837.

The Board of Directors is of the opinion that at least RM 859,067 out of RM 7,065,074 of the bad debts written off should be deductible and that the entire losses of RM 21,715,837 that arose during the tenure of pioneer status should be allowed to be carried forward and has accordingly instructed its tax advisors to appeal the decision of the Director General of Inland Revenue Board.
A notice of appeal was filed on 22 July 2011 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.

On 30 November 2011, a Notice of Summon and Statement of Claim was served on LMSB for collection on additional taxes payable based on reassessment of tax liability for the year of assessment 2000 as provided by Section 106, Income Tax Act, 1967, regardless of whether there is an appeal made on the assessment.  The Board of Directors has agreed for settlement of claim by LMSB with the Director General of Inland Revenue Board (Collection Branch) via installment payments of 18 months amounting to RM 7,641,386.91 with effect from 15 January 2012.

The Board of Directors has also noted the confirmation by the Director General of Inland Revenue Board that the settlement of claim does not prejudice LMSB’s appeal with the Special Commissioners of Income Tax that has been fixed for hearing on 2 & 3 May 2012 and that all additional tax, penalty and late payment penalty paid and need to be paid in relation to the claim will be returned to LMSB in the event that the Special Commissioners of Income Tax or any other Courts ruled in favour of LMSB.

Prior to the hearing set for 2nd and 3rd May 2012 before the Special Commissioners with respect to the reassessment of tax liability for the year of assessment 2000, the Inland Revenue Board wrote to the Special Commissioners of Tax seeking an adjournment of the case on grounds that the Inland Revenue Board is currently waiting for certain feedback from the Ministry of International Trade and Industry and that the feedback may enable a settlement to be reached by the parties. The Special Commissioners of Tax rejected the request for adjournment. However, the hearing did not proceed on 2nd and 3rd May 2012. Instead, on 2nd May 2012, the Special Commissioners of Tax issued a direction for a Petition of Appeal to be prepared by LMSB setting out the background facts and relevant prayers for the Inland Revenue Board to comment on.  The Special Commissioners of Tax have set 23 July, 2012 as a mention date.  No new hearing date has been set.
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 March 2012 is as follows:











         
RM’000
Approved Capital Expenditure:







 Contracted for:

      a)  Leasehold Land






                               616









                           

           Building                                                                                                                         3,240
                                                                                                                                

=======

                                                                                                                                     
  3,856
                                                                                                                            

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

There was no related party transaction during the financial quarter under review.
Additional information required by Part A of Appendix 9B of Listing Requirements of Bursa Malaysia Securities Berhad  

15.
REVIEW OF PERFORMANCE

	
	3 Months Ended
	3 Months Ended

	
	1Q12
	1Q11
	Variance
	1Q12
	1Q11
	Variance

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

	Revenue
	98,988
	94,747
	4.5
	98,988
	94,747
	4.5

	PBT
	11,609
	14,940
	(22.3)
	11,609
	14,940
	(22.3)

	PAT
	8,357
	12,728
	(34.3)
	8,357
	12,728
	(34.3)


The Group recorded revenue of RM98.988 million for 1Q12, an increase of 4.5% from the same quarter a year ago. For the current quarter the Group achieved profit before tax of RM11.609 million, a decrease of 22.3% from RM14.940 million in the same quarter last year.  Profit after tax came was RM8.357 million compare to RM12.728 million in the same quarter last year.  

The increase in the Group’s revenue in the current quarter was attributed to an increase of demand for gloves. On the other hand, reduction of profit before tax margin from 15.7% to 11.73% on year-on-year basis was mainly due to more competitive pricing in the industry. 
16.
COMPARISON WITH PRECEDING QUARTER’S RESULT

	Financial Year
	2011
	2012
	

	
	4Q
	1Q
	Inc/(Dec)

	
	RM ‘000
	RM ‘000
	%

	Revenue
	89,694
	98,988
	10.4

	EBITDA
	15,583
	16,663
	6.9

	EBITDA margin
	17.4%
	16.9%
	(0.5)

	PBT
	10,514
	11,609
	10.4

	PBT margin
	11.7%
	11.7%
	-

	PAT
	(3,026)
	8,357
	376.2

	PAT margin
	(3.4)%
	8.4%
	11.8


In comparison with the preceding quarter, revenue in the current quarter is 10.4% higher than the preceding quarter. The recorded profit before tax and profit after tax was RM11.61 million and RM8.36 million, an increase of 10.4% and 376.2% respectively.

The improvement in the revenue and operating profit of current quarter compared with the preceding quarter is mainly due to the decline in latex prices along with an increase of sales volume in the current quarter.

17.  PROSPECTS
The demand growth for examination gloves has remained at 8% to 9% annually. Higher growth is expected on the demand of nitrile gloves.  Continuous demand growth in the emerging markets due to improved healthcare standards and the heightening of hygiene and safety awareness in the non-medical sectors remains to be the catalysts of growth for the gloves industry.

However, the business environment of the glove industry remains to be challenging, volatility of raw material costs and currencies remain to be the two main challenges that glove manufacturers are facing. The current latex prices are comparatively lower than the previous quarters; on the contrary, current nitrile prices are higher.  The forex of US dollar has been lingering along 3.03, slightly weaker than the previous quarter.
The expanded gloves production capacity by the industry, particularly the nitrile production capacity is expected to lead to a more competitive pricing that will result to a slight erosion of profit margin. 

Picking up the momentum from the previous quarters, the Group will continue to expand to achieve volume growth by focus on the Nitrile range, both medical and non-medical sectors, as well as market development in the rest of the world besides the advanced markets. 

To sustain the Group’s competitiveness in the industry, the Group will intensify focus on good management control on the costs and sales prices to minimize the impact due to the volatility of the commodity costs and the currencies. 

The Group is confident that with the current undertakings and strategies, it is able to cope with the temporary headwinds and move on to advance our market presence. The Group expects strong performance in its business for the remaining quarters of the year.  
18. PROFIT FORECAST

      Not applicable as no profit forecast was published.

19.
INCOME TAX EXPENSE

	
	Current Quarter

3 months ended

31.03.2012
RM’000 
	Year To Date 

3 months ended

31.03.2012       

RM’000

	Income tax expense

Deferred tax expense
                                                                                                                    

Total
	1,687
1,565
----------

3,252
======
	 1,687
 1,565
----------

 3,252
======


The effective tax rate for current quarter and cumulative year to date is lower than the statutory income tax rate mainly due to utilization 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 March 2012, all of which are denominated in Ringgit Malaysia

	
	Secured
	Unsecured
	Total
	
	        Payable
	

	
	RM’000
	RM’000
	RM’000
	
	
	RM’000

	
	
	
	
	
	Within 12 months
	47,818

	Trade facilities
	
	30,614
	30,614
	
	After 12 months
	44,550

	Term loan
	
	16,801

	16,801
	
	
	

	Finance Lease
	44,953
	
	44,953
	
	
	

	Total
	44,953
	47,415
	92,368
	
	Total
	92,368


Secured borrowings are collateralized by the following: -

· Legal charge over the specific machineries of a subsidiary 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 March 2012, 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
	27,933
	27,919



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

The breakdown of the retained earnings of the Group as of 31 March 2012 into realized and unrealized profits or losses is as follows:


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

31.03.12
RM’000
	3 months Ended
31.03.12
RM’000

	 - Realized
 - Unrealized
Total 

	10,252

(1,895)

8,357
	10,252

(1,895)
8,357




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

31.03.12
	Year To Date

3 months ended

31.03.12

	Net profit attributable to equity holders of the Parent (RM’000)
	8,357
	8,357

	Weighted average number of ordinary  shares in issue (‘000)
	222,840
	222,840

	Basic earnings per share (sen)   
	3.75
	3.75


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 after adjusting for the dilutive effects of all potential ordinary shares.

	
	Current Quarter

3 months ended

31.03.12
	Year To Date

3 months ended

31.03.12

	Net profit attributable to equity holders of the Parent (RM’000)
	8,357
	8,357

	Weighted average number of ordinary  shares in issue (‘000)
	222,840
	222,840

	Effects of dilutive potential ordinary shares on conversion of warrants (‘000)
	32,320
	32,320

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	255,160
	255,160

	Basic earnings per share (sen)   
	3.28
	3.28
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