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NOTES TO THE INTERIM FINANCIAL STATEMENTS

FOR THE QUARTER ENDED 31 MAY 2003

1.
Basis of Preparation


The interim financial report is unaudited and has been prepared in accordance with MASB 26, Interim Financial Reporting. The interim financial report should be read in conjunction with the audited financial statements for the Group for the financial year ended 31 August 2002.


The accounting policies and methods of computation adopted in the interim financial report are consistent with those adopted in the audited financial statements as at 31 August 2002.

2.
Auditors’ Report


The audited financial statements for the financial year ended 31 August 2002 was not subject to any qualification.

3.
Seasonal or Cyclical Factors


The operations of the Group were not affected by any seasonal or cyclical factors in view of its well-diversified world markets.

4.
Extraordinary and Exceptional Items


There were no extraordinary and exceptional items of an unusual nature affecting assets, liabilities, equity, net income, or cash flows in the interim financial report ended 31 May 2003.

5.
Changes in Estimates of Amounts Reported Previously


There were no material changes in estimates of amounts reported in prior interim periods or prior financial year that have a material effect in the current financial year to-date.

6.
Debts and Equity Securities


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 for the current financial year-to-date

7.
Dividends Paid


There was no payment of dividend during the quarter ended 31 May 2003.

            On 27 February 2003, the Company made payment for the first and final dividend of 6% (with tax 28%) amounting RM2.808 million (net of 28%) for the financial year ended 31 August 2002 which was approved for payment by the shareholders in the Annual General meeting of the Company held on  9 Jan 2003.
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8.
Segmental Reporting


No segmental reporting is presented as the group is predominantly involved in the manufacturing and trading of gloves.

.9.
Valuation of Property and Equipment


There was no revaluation of property, plant and equipment bought forward from the pervious audited financial statements, as the Group does not adopt a revaluation policy on its property, plant and equipment.


10.
Material Events Subsequent to the End of the Interim Reported


There were no significant subsequent events after the end of the interim period to date of this announcement which will materially affect the earnings or income of the Group.

11.
Changes in the Composition of the Group

11.1)
As approved in the Company’s AGM/EGM held on 9 January 2003 and with the approvals from the relevant authorities, where applicable, the following changes were effected during the current quarter under review and as at this reporting date:

a)
Bonus Issue of 26,000,000 new ordinary shares of RM1.00 each in the company on the basis of 2 new shares for every 5 existing shares held.

The entitlement date for the said Bonus Issue was 19 March 2003, allotment date was on 28 March 2003 and the said additional 26,000,000 new shares were listed on 8 April 2003 as per KLSE’s Listing Circular dated 3 April 2003 announced via the KLSE Link.

Hence the Company’s current issued and paid up share capital is RM91,000,000 comprising 91,000,000 shares.

Other than the above, there were no significant changes in the composition of the Group in the interim financial report, including business combination, acquisition or disposal of subsidiaries and long-term investments, restructuring and discontinuing operations.

 12.
Contingent Liabilities


There were no significant changes in contingent liabilities since the last annual balance sheet date and there were no contingent liabilities pending at the date of this report except the material litigation as disclosed in note 23 below.
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ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

13.
Review of Performance


For the quarter ended 31 May 2003, the Company recorded a sales revenue of RM72.516 million showing an increased of 65.66% compared to the sales revenue of RM43.773 million achieved during the same quarter of the previous year. On the cumulative basis, the sales revenue for the nine months ended 31 May 2003 was RM185.075 million compared to RM128.987 million achieved in the previous corresponding period, showing a net increase of 43.48% in sales revenue. The sales growth is in line with the Company’s continuous expansion and improvement in the production capacity. 

Overall, the Company has a positive outlook towards securing better results than the previous year in terms of profitability and would continue to work towards securing better profits through the on-going effort in implementing aggressive marketing strategies; increase in production capacity to achieve better economies of scale as well as further improvement in quality, cost control and efficiency.

14.
Quarterly Profits Before Tax (PBT) Comparison


The profit before tax (PBT) of the current quarter ended 31 May 2003 is RM7.643 million compared to that of RM6.280 million registered in the quarter ended 28 February 2003.

On the corresponding quarter comparison, the PBT for the current quarter ended 31 May 2003 is RM7.643 million compared to RM5.076 million achieved in the quarter ended 31 May 2002, showing an improvement of approximately 50.57% in PBT. On the cumulative basis, the PBT for the nine months ended 31 May 2003 was RM19.853 million compared to RM14.762 million achieved in the previous corresponding period, showing a net increase of 34.49%.

15.
Current Year Prospect

Top Glove, being one of the largest glove manufacturing and exporters in Malaysia and in the world, is moving ahead rapidly and special efforts are being undertaken to improve and innovate in sales, production quality and cost reduction. The Group currently has more than 88 production lines with capacity of more than 510 million pieces of gloves per month or more than 6.2 billion pieces of gloves a year and exports to more than 128 countries worldwide. 

With the commitment of the management team and with the continuous increase in production capacity, the marketing of more value added premium glove products and further expansion of the market share, the Company is confident of achieving better results in the current financial year 2003.

16.
Variance of Actual Profits from Forecast Profits


Not applicable as no profit forecast was published.
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17.
Taxation

	
	
	Quarter Ended

31 May
	
	Year To Date Ended

31 May

	
	
	2003
	
	2002
	
	2003
	
	2002

	
	
	RM’000
	
	RM’000
	
	RM’000
	
	RM’000

	
	
	
	
	
	
	
	
	

	Current provision
	
	945
	
	288
	
	2,631
	
	952

	Under/(Over) provision in 

  Prior year
	
	-
	
	-
	
	-
	
	-

	
	
	945
	
	288
	
	2,631
	
	952

	Deferred taxation
	
	-
	
	-
	
	-
	
	-

	
	
	945
	
	288
	
	2,631
	
	952



The effective tax rate of the Group is lower than the statutory tax rate due to the availability of reinvestment allowance by certain subsidiaries during the current financial period.

18.
Profit/(Loss) on Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and/or properties during the current interim report and financial year-to-date.

19.
Purchase and Dispose of Quoted Securities


There were no purchase or disposal of unquoted securities by the Group for the current quarter and financial year-to-date.


20.
Status of Corporate Proposals Announced

	20.1
	Proposed Employee Share Option Scheme (ESOS) of up to 10% of the issued and paid up share capital of the Company.


The Company has, through its appointed adviser Am Merchant Bank Bhd, issued a letter of confirmation to Securities Commission (SC) on 29 April 2003 in accordance to the guidelines of the SC and has officially implemented the ESOS on that date.

	20.2
	There is no corporate proposal announced but not completed during the quarter under review and as at the date of this report 
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21.
Group Borrowings

	Group Borrowings as at 31 May 2003
	RM’000

	
	

	     Export credit Refinancing (ECR) Bankers’ Acceptance (secured)
	    4,342

	     Bank Overdrafts (secured)
	    4,402

	     Term Loan (secured)
	  17,449

	     Hire Purchase (secured)
	       406

	       Total facilities
	 26,599

	Payable within 12 months
	 10,835

	Payable after 12 months
	 15,764


22.
Financial Instruments with Off Balance Sheet Risks


There were no financial instruments with off balance sheet risk at the date of this quarterly report.

23.
Material Litigation

i. Save as disclosed below, the company and its subsidiaries are not engaged in any litigation, either as plaintiff or defendant, which has a material effect on the financial position of the Company and its subsidiaries, and the Directors do not know of any proceedings pending or threatened or of any fact likely to give to any proceedings which might materially and/or adversely affect the position or business of the Company or subsidiaries.

On 8 November 2000, Top Glove Sdn. Bhd. (TGSB), a subsidiary, was served a writ of summons by Supermax Glove Manufacturing Sdn. Bhd. (SGM) claiming damages for alleged passing off by TGSB of certain coloured boxes bearing the device of a glove containing glove manufactured by TGSB under the brand name “Safemax” as boxes containing gloves manufactured by SGM under the brand name “Supermax”.

TGSB’s appointed solicitors, M/s Ranjit Ooi & Robert Low, have opined that SGM’s case against TGSB is weak and unlikely to succeed.

The full particulars of the Suit, its status and the lawyer’s opinion have been adequately disclosed in the Prospectus dated 16 February 2001.

ii. Top Glove Sdn. Bhd., in relation to the suit above, has filed its defence and has also filed a counterclaim in the same suit against Supermax seeking general damages for the abuse of process and/or unlawful interference with trade or business and/or the commission of deliberate and positive acts designed to injure Top Glove.

On 14 April 2002, the Court has postponed the hearing and will in due course assign a date for the solicitors of the Company to attend before the learned Judge for directions as regards preparation for the trial.
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24.
Dividend

The Board of Directors has approved the payment of an interim dividend of 4% (tax exempt) amounting to RM3,713,840 for the current quarter ended 31 May 2003.

(On 27 February 2003, the Company has paid the 6.0% first and final dividend (with tax 28%) amounting to RM2.808 million for the financial year ended 31 August 2002 which was approved in the AGM of the Company held on 9th January 2003.)


25.
Earnings Per Share

	
	Quarter Ended

31 May 
	
	Year To Date Ended

31 May

	
	2003
	
	2002
	
	2003
	
	2002

	Net profit attributable to ordinary shareholders (RM’000)
	6,659
	
	4,764
	
	17,358
	
	13,794

	
	
	
	
	
	
	
	

	Basic
	
	
	
	
	
	
	

	  Weighted average number of ordinary

   shares (‘000)
	65,000
	
	65,000
	
	65,000
	
	65,000

	  Adjusted for bonus issue of 26,000,000

  shares allotted on 28 March 2003 
	26,000
	
	26,000
	
	26,000
	
	26,000

	  Adjusted weighted average number of 

  ordinary shares (‘000)
	91,000
	
	91,000
	
	91,000
	
	91,000

	
	
	
	
	
	
	
	

	  Basic earnings per ordinary share (sen)
	7.32
	
	5.23
	
	19.07
	
	15.16

	
	
	
	
	
	
	
	

	Diluted
	
	
	
	
	
	
	

	  Adjusted weighted average number 

  of ordinary shares (‘000)
	91,000
	
	91,000
	
	91,000
	
	91,000

	  ESOS :
	
	
	
	
	
	
	

	    No. of unissued shares
	1,846
	
	-
	
	1,846
	
	-

	    No. of shares that would have been 

    issued at fair value
	(1,663)
	
	-
	
	(1,663)
	
	-

	  Diluted weighted average number of   

  ordinary shares (‘000)
	91,183
	
	91,000
	
	91,183
	
	91,000

	  
	
	
	
	
	
	
	

	  Diluted earnings per ordinary share (sen)
	7.30
	
	5.23
	
	19.04
	
	15.16


BY ORDER OF THE BOARD

Presented by 
: Mr. Lim Mong Seng/ Financial Controller

Telephone
: 03-3392 7880
Fax
: 03-3392 9160

E-mail

: limms@topglove.com.my
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