RUBBEREX CORPORATION (M) BERHAD

Incorporated in Malaysia

(Company No.372642-U)

Condensed Consolidated Income Statement for the Fourth Quarter ended 31 December 2006

These figures have not been audited




Restated
Restated


2006
2006
2005
2005



Current 
Year-to-Date
Comparative
Year-to-Date


Quarter ended
ended
Quarter ended
Ended


Note 
31 December 
31 December 
31 December
31 December


RM‘000
RM‘000
RM‘000
RM‘000

Revenue
30,138
122,417
29,133
123,327

Cost of Sales
3        

(25,519)
(102,987)
(22,380)
(99,717)

Gross Profit

4,619
19,430
6,753
23,610

Other Income

12
40
4
65

Administrative expenses
3
(1,127)
(4,988)
(1,064)
(3,252)

Selling and marketing expenses
3
(606)
(3,072)
(2,694)
(4,651)

Other expenses
3

(148)
(502)
(207)
(538)

Profit from operations

2,750
10,908
2,792
15,234

Finance costs


(651)
(1,807)
(168)
(769)

Profit before Tax

2,099
9,101
2,624
14,465

Income tax expenses
(856)
(3,077)
(686)
(3,075)

Profit for the period


1,243
6,024
1,938
11,390
Attributable to:

Equity holders of the Company

1,357
6,332
1,999
11,363

Minority Interests


(114)
(308)
(61)
27



1,243
6,024
1,938
11,390
Earnings per share attributable to 

Equity holders of the Company:

Basic (sen)
1.72
8.03
2.70
15.37

Diluted (sen)
1.70
7.93
2.52
14.32

The condensed consolidated income statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying notes attached to the interim financial statements.

RUBBEREX CORPORATION (M) BERHAD

Incorporated in Malaysia

(Company No.372642-U)

Condensed Consolidated Balance Sheets as at 31 December 2006

These figures have not been audited.






Restated


As at
Year Ended


Note
31 December 2006
31 December 2005


RM’000
RM’000

ASSETS

Non-current Assets

Property, plant & equipment
76,690
57,647

Prepaid lease payments
2.3
10,039
6,379

Goodwill

2,793

2,793


89,522
66,819

Current Assets

Inventories
56,278
46,621

Trade and other receivables
34,932
30,808

Cash and bank balances

5,385

10,398


96,595
87,827

TOTAL ASSETS

186,117

154,646

EQUITY AND LIABILITIES

Equity attributable to equity holders of the Company

Share Capital
79,287
78,059

Share Premium
10,692
10,090

Other Reserves
1,632
3,483

Retained Earnings

7,647

10,957


99,258
102,589

Minority Interests
2.2
6,005
5,192

Total Equity
105,263
107,781

Non-current Liabilities
Long term borrowings
39,958
-

Deferred tax liabilities

5,945

5,845

45,903
5,845

Current Liabilities

Trade and other payables
18,273
21,655

Short term borrowings and trade financing

16,679

19,364


34,952
41,019

Total Liabilities
80,855
46,864
TOTAL EQUITY AND LIABILITIES

186,117

154,646

Net assets per share (RM)

1.25
1.31

The condensed consolidated balance sheets should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying notes attached to the interim financial statements.

RUBBEREX CORPORATION (M) BERHAD

Incorporated in Malaysia

(Company No.372642-U)

Condensed Consolidated Cash Flow Statements for the Financial Period ended 31 December 2006

These figures have not been audited



Restated


2006
2005


Year-to-Date
Year-to-Date


ended
ended


31 December
31 December


RM’000
RM’000

Net cash generated from operating activities
4,748
4,977

Net cash generated used in investing activities
(32,824)
(17,819)

Net cash generated from financing activities

24,767

19,010

Net increased in cash and cash equivalents
(3,309)
6,168

Effects of foreign exchange differences
(2,970)
172

Cash and cash equivalents at beginning of financial period

8,974

2,634

Cash and cash equivalents at end of financial period

2,695

8,974
Cash and cash equivalents at end of financial period comprise the following:

Cash and bank balances
5,385
10,398

Short term borrowings

(2,690)

(1,424)


2,695

8,974

The condensed consolidated cash flow statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying notes attached to the interim financial statements.

RUBBEREX CORPORATION (M) BERHAD

Incorporated in Malaysia

(Company No.372642-U)

Condensed Consolidated Statements of Changes in Equity for the Financial Period ended 31 December 2006

These figures have not been audited


│←─────Attributable to Equity Holders of the Company ───→│


│←──Non-Distributable Reserves─→│



Share
Reserve on
Share
Translation
Retained 

Minority 
Total


Note
Capital
Consolidation
Premium
Reserves
Earnings
Total
Interests
Equity



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

As at 01 January 2005
65,308
3,380
484
-
10,524
79,696
-
79,696

Effects of adopting FRS101
2.2
-
-
-
-
-
-
5,100
5,100

Profit for the period

-
-
-
103
11,366
11,469
92
11,561

Total recognised income and 

65,308
3,380
484
103
21,890
91,165
5,192
96,357

expenses for the period

Issue of shares pursuant to ESOS
12,751
-
9,606
-
-
22,357
-
22,357

and warrants conversion

Dividends paid

-
-
-
-
(10,933)
(10,933)
-
(10,933)

As at 31 December 2005

78,059
3,380
10,090
103
10,957
102,589
5,192
107,781
As at 01 January 2006
As previously stated
78,059
3,380
10,090
103
10,957
102,589
-
102,589

Effects of adopting FRS101
2.2
-
-
-
-
-
-
5,192
5,192

As at 01 January 2006 (restated)
78,059
3,380
10,090
103
10,957
102,589
5,192
107,781

Effects of foreign exchange differences
-
-
-
(1,851)
-
(1,851)
(1,119)
(2,970)

Profit for the period

-
-
-
-
6,332
6,332
(308)
6,024

Total recognised income and 

78,059
3,380
10,090
(1,748)
17,289
107,070
3,765
110,835

expenses for the period

Proceeds received from minority 
-
-
-
-
-
-
2,240
2,240

shareholders

Issue of shares pursuant to ESOS
1,228
-
602
-
-
1,830
-
1,830

Dividends paid

-
-
-
-
(9,642)
(9,642)
-
(9,642)

As at 31 December 2006

79,287
3,380
10,692
(1,748)
7,647
99,258
6,005
105,263
The condensed consolidated statements of changes in equity should be read in conjunction with the audited financial statements for the year ended 31 December 2005 and the accompanying notes to the interim financial statements.

NOTES TO THE INTERIM FINANCIAL REPORT FOR THE

FOURTH QUARTER ENDED 31 DECEMBER 2006

A.
EXPLANATORY NOTES PURSUANT TO FINANCIAL REPORTING 

STANDARD (“FRS”) 1342004: INTERIM FINANCIAL REPORTING
1.
Basis of Preparation
The interim financial report is unaudited and has been prepared in accordance with FRS1342004: 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 of the Group for the financial year ended 31 December 2005. 

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual audited financial statements for the year ended 31 December 2005. The interim financial report contain condensed consolidated financial statements and these explanatory notes provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2005.

2.
Changes in Accounting Policies
The Group has adopted the following new or revised FRSs where applicable, effective for the financial period beginning 01 January 2006. The comparative figures in respect of financial year 2005 have therefore been restated to reflect the relevant adjustments:-

FRS 3
Business Combinations

FRS 5
Non-Current Assets held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110 
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

In addition to the above, the Group has also taken the option of early adoption of FRS 117:Leases for the financial period beginning 01 January 2006.

The adoption of all FRSs mentioned above does not have a significant financial impact on the Group other than the FRSs mentioned below. The principal effects of the changes of the FRSs are:

2.1
FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS 138: Intangible Assets

The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

In prior years, positive goodwill acquired by the Group was presented as an intangible asset and amortised over a period of 25 years.

With effect from 01 January 2006, FRS 3 has resulted in the Group ceasing annual goodwill amortisation. Goodwill is carried at cost less accumulated impairment losses and is now tested for impairment annually or more frequently if events or changes in circumstances indicate that it might be impaired. Any impairment loss is recognised in profit or loss and subsequent reversal is not allowed.

The new policy in respect of positive goodwill has been applied prospectively in accordance with the transitional arrangements under FRS 3. As a result, the balance of goodwill as at 01 January 2006 of RM2.79 million ceased to be amortised and will be subject to annual impairment testing in accordance with FRS 136.

2.2
FRS 101: Presentation of Financial Statements and FRS 127: Consolidated and Separate Financial Statements


In prior years, minority interests at the balance sheet date were presented in the consolidated balance sheet separately from liabilities and as a deduction from net assets. Minority interests in the results of the Group for the year were also separately presented in the income statement as a deduction before arriving at the profit attributable to shareholders.

With effect from 01 January 2006, in order to comply with FRS 101 and FRS 127, minority interests at the balance sheet date are presented in the consolidated balance sheet within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period between the equity holders of the Company and minority interests. FRS 101 also requires disclosure in the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the Company and minority interests.

The presentation of the Group’s financial statements for the current financial period is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation as disclosed in Note 3.

2.3
FRS 117: Leases

Prior to 01 January 2006, leasehold land was classified as property, plant and equipment and was stated at cost less accumulated depreciation.

The adoption of the revised FRS 117 has resulted in a retrospective change in the accounting policy relating to the classification of leasehold land. 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.

Upon the adoption of the revised FRS 117 on 01 January 2006, the unamortised amount of leasehold land is retained as the surrogate carrying amount of prepaid lease payments as allowed by the transitional provisions of FRS 117. The reclassification of leasehold land as prepaid lease payments has been accounted for retrospectively and as disclosed in Note 3, certain comparative amounts as at 31 December 2005 have been restated.

3. 
Comparatives

The following comparative amounts have been restated due to the adoption of the new and revised FRSs:-


Adjustments


Previously
FRS 101
FRS 117



Stated
(Note 2.2)
(Note 2.3)
Restated


RM’000
RM’000
RM’000
RM’000

As at 31 December 2005:

Property, plant & equipment
64,026

(6,379)
57,647

Prepaid lease payments
-

6,379
6,379

12 months ended 31 December 2005:

Operating expenses
(108,158)
108,158

-

Cost of sales

(99,717)

(99,717)

Administrative expenses

(3,252)

(3,252)

Selling/marketing expenses

(4,651)

(4,651)

Other expenses

(538)

(538)

4.
Auditor’s Report on Preceding Annual Financial Statements
The auditor’s report on the financial statements of the Group and the Company for the year ended 31 December 2005 was not subject to any qualification.

5. Seasonal or Cyclical Factors

The Group’s products are mainly exported to temperate regions like Europe, USA and Latin America. In tandem with climatic changes, demand for the Group’s products may fluctuate with the seasons. Generally, demand is stronger in the 2nd half of the year.

6.
Unusual Items due to their Nature, Size or Incidence

There were no unusual items affecting the Group’s assets, liabilities, equity, net income or cash flows in the interim financial statements ended 31 December 2006 except as disclosed in Note 2.

7.
Changes in Material Estimates

There were no changes in the nature and amount of estimates reported in prior financial years that have a material effect in the interim financial statements and current year.

8.
Changes in Debt and Equity Securities

8.1
Executive Share Option Scheme (“ESOS”)

The Company issued a total of 197,667 new ordinary shares of RM1.00 each under the Executive Share Option Scheme (“ESOS”) at an issued price of RM1.49 per share during the current financial quarter.

For the financial year ended 31 December 2006, a total of 1,228,334 new ordinary shares of RM1.00 each were issued at RM1

.49 per share under the ESOS scheme.

8.2
Medium Term Notes (“MTN”) Programme

On 27 June 2006, the Company made a first issuance of MTN of RM25.0 million under the RM50.0 million 7-year MTN Programme for the financing of its projects in China and Malaysia, and for working capital purposes.

Thereafter, on 06 December 2006, the Company made another issuance of MTN of RM10.0 million for the additional financing of its project in China.

There were no other issuance, cancellation, repurchase, resale or repayment of debt securities of the Company for the current quarter ended 31 December 2006.

9.
Dividends Paid

A first interim dividend of 10 sen gross less 28% tax per ordinary share of RM1.00 each for the current financial year was paid on 28 July 2006.

A second interim dividend of 5 sen tax-exempt per ordinary share of RM1.00 each was also declared on 07 November 2006 and paid on 31 January 2007.

10.
Segmental Information



Current Quarter



Ended 
Cumulative year-



31 December 2006
to-date



RM’000
RM’000

Segment Revenue:

Manufacturing and sales of rubber gloves
29,403
144,118

Trading in rubber gloves and other items
9,327
30,674


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


38,730
174,792

Eliminations
(8,592)
(52,375)


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

Total
30,138
122,417


=======
======

Segment Results:

Manufacturing and sales of rubber gloves
3,725
19,221

Trading in rubber gloves and other items
1,047
2,817

Investment holding
4,594
10,347


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


9,366
32,385

Eliminations
(4,734)
(12,916)


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

Total
4,632
19,469


=======
======

11.
Valuation of Property, Plant and Equipment


The Group did not carry out any revaluations on its property, plant and equipment during the current quarter and financial year-to-date.

The values of property, plant and equipment have been brought forward without amendment from the previous annual financial statements ended 31 December 2005.

12.
Subsequent Events 

There were no other material events subsequent to the end of the current quarter that have not been reflected in this interim financial report ended 31 December 2006.

13.
Changes in the Composition of the Group

There were no changes in composition of the Group since the last financial year ended 31 December 2005.

14.
Changes in Contingent Liabilities or Contingent Assets


There were no changes in contingent liabilities or assets since the last annual balance sheet date as at 31 December 2005.

15.
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 2006 is as follows:-


RM’000

Capital expenditure approved and contracted for
12,658

B.
ADDITIONAL INFORMATION PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD 

1.
Review of Performance 
The Group achieved a turnover of RM30.14 million for the fourth quarter ended 31 December 2006 (2005:RM29.13 million), which is a slight increase of 3%. Group pretax profit however was down at RM2.10 million compared with RM2.62 million in the corresponding quarter of year 2005, a drop of 24%. The reduction in pretax profit is mainly due to the higher raw material prices especially latex, and pre-operating expenses incurred by certain subsidiaries.

2.
Material change in the profit before tax of the current quarter compared with preceding quarter 

Sales for the fourth quarter amounted to RM30.14 million as compared to RM35.71 million reported for the third quarter of 2006. Pre-tax profit decreased from RM3.14 million in the previous quarter to RM2.10 million in the current quarter, a drop of 33%.

The drop in sales and pretax profits are mainly due to the slowing down of overall demand for the Group’s products.

3.
Current Year Prospects 

2006 had been a very challenging year for the Group with raw latex, a major cost component of the Group’s products having fluctuated by more than 40% during the year, a factor that was not able to fully pass on to the customers.

Barring any further major fluctuations in raw latex cost, the Board anticipates demand for the Group’s products to increase due to various marketing strategies implemented previously.

The Group’s marketing offices in Europe have begun to yield positive results. Capital expenditure in China, which is implemented in various stages, will increase  the Group’s product range and is progressing well. Production for the early phases had begun and is anticipated to contribute positively to the revenue and profitability of the Group for financial year 2007.

4.
Profit Forecast or Profit Guarantee

No profit forecast or profit guarantee has been issued for the current quarter.

5.
Taxation

Current quarter ended
Cumulative year-to-


31 December 2006
date


RM’000
RM’000

Current year – Malaysian income tax
856
2,977

Deferred tax
-
100


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

Total income tax expense
856
3,077


========
========

Effective Group tax rate
40.7%
33.8%

The higher effective tax rate of the Group is due to pre-operating expenses incurred by certain overseas subsidiaries that are not available for tax relief and provision for deferred tax during the current financial year.

6.
Sale of Unquoted Investments and/or Properties
There were no sales of unquoted investments and/or properties for the current quarter ended 31 December 2006.

7.
Purchase/disposal of Quoted Securities

There is no purchase and/or disposal of quoted securities for the current quarter.

8.
Status of Corporate Proposals

On 04 May 2006, the Company obtained approval from the Securities Commission for the issuance of RM50.0 million medium term notes (“MTN”) under a 7-year MTN Programme. The proceeds from the MTN Programme shall be utilised for the financing of our projects in China and Malaysia and for working capital purposes.

Thereafter, on 27 June 2006 and 06 December 2006, the Company made issuances of MTN amounting to RM25.0 million and RM10.0 million respectively under the said Programme.

On 30 January 2007, the Company made an announcement to Bursa Malaysia Securities Berhad on its proposal to undertake the following:-

(i)
renounceable rights issue of 4%, 5-year irredeemable convertible loan stocks (“ICUL”) with free detachable warrants in the Company, on the basis of RM2.00 nominal value of ICULS together with 1 free warrant for every 3 existing ordinary shares held in the Company; and 

(ii)
increase in authorise share capital of the Company from RM100 million, comprising 100 million shares, to RM200 million, comprising 200 million shares.

9.
Group Borrowings and Debt Securities


As at 31 December 2006


Secured
Unsecured


RM’000
RM’000

Short Term Borrowings
-
2,690

Trade financing (BA/ECR)
-
13,989

Term Loans
4,958
-

Medium Term Notes (“MTN”)
-
35,000


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


4,958
51,679


=======
========

10.
Financial Instruments with Off Balance Sheet Risks


As at 31 December 2006, the Group has the following foreign currency contracts outstanding:-



Contracted


Currency
Amounts
RM Equivalent
Expiry Period(s)



‘000
RM’000


US Dollars (USD)
4,244
15,290
January 2007 – June 2007


Euro Dollars (EUR)
3,752
17,370
January 2007 – June 2007


Sterling Pound (GBP)
623
4,313
January 2007 – June 2007

The above foreign currency contracts are entered into with local licensed banks to hedge the Group’s receivables in foreign currencies. The contracted rates will be used to translate the underlying foreign currencies into Ringgit Malaysia.

These foreign currency contracts are of a short-term nature and the Group does not take up any differences between the contracted rates and spot rates to the income statements.

The accounting policy adopted with regards to off balance sheet financial instruments was consistent with those applied in the last audited financial statements as at 31 December 2005.

11.
Changes in Material Litigation

There is no pending material litigation since the last annual balance sheet date.

12.
Dividend Payable


Notice of book closure

NOTICE IS HEREBY GIVEN that a first interim dividend of 6% tax-exempt per ordinary share of RM1.00 each in respect of the financial year ending 31 December 2007 will be payable on 25 May 2007. The entitlement date for the dividend payment is 30 April 2007. 

A Depositor shall qualify for entitlement only in respect of:-

(i)
Shares transferred into the Depositor’s securities account before 4:00 p.m. on 30 April 2007 in respect of ordinary transfer; and

(ii)
Shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to the Rules of Bursa Malaysia Securities Berhad.

13.
Earnings per Share (“EPS”)


Restated


Cumulative 
Cumulative
Year-to-Date
Year-to-Date


ended 
ended


31 December 2006
31 December 2005


RM’000
RM’000

Basic:

Profit for the period
6,024
11,390

Add/(Less): Amount attributable to minority interests
308
(27)


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

Profit attributable to ordinary shareholders of the
6,332
11,363

Company
========
========

Weighted average number of ordinary shares in
78,844,118
73,941,813

issue (shares)
========
========

Basic EPS
8.03 sen
15.37 sen


RM’000
RM’000

Fully diluted:

Profit attributable to ordinary shareholders of the
6,332
11,363

Company



Weighted average number of ordinary shares in
78,844,118
73,941,813

issue (shares)

Effects of unissued shares (shares)
1,038,733
5,408,953


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

Adjusted weighted average number of ordinary 
79,882,852
79,350,766

shares issued and issuable (shares)
========
========

Fully diluted EPS
7.93 sen
14.32 sen

14.
Authorisation for Issue
The interim financial statements and explanatory notes were authorised for issue by the Board of Directors on 28 February 2007.

CHAN CHEE KHEONG (MAICSA 0810287)
CHANG POOI YEE (MAICSA 7036213)
Company Secretaries

Ipoh, Perak

28 February 2007

