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13. FINANCIAL INFORMATION 

2. Proforma consolidated statements of profit or loss and other comprehensive income 

2.1 The proforma consolidated statements of profit or loss and other comprehensive income for 
the past four (4) financial years ended 30 June 201 0, 30 June 201 1 , 30 June 201 2 and 30 
June 201 3 which have been prepared for illustrative purposes to show the results of Karex 
Group, are based on accounting policies adopted by the Group as disclosed in Note 1 .4 and 
are prepared on the assumption that the current structure of the Group existed throughout the 
financial years under review. 

Compiled 
historical 
financial ......................................... Proforma .......................................... 

results* Financial years ended 30 June 
2010 2011 2012 2013 

RM'OOO RM'OOO RM'OOO RM'OOO 

Revenue 157,444 181,753 188,751 231,389 

Cost of goods sold (117,315) (156,869) (155,886) (171,472) 

Gross profit 40,129 24,884 32,865 59,917 

Other income 1,382 1,672 3,105 1,988 
Distribution expenses (7,683) (7,083) (9,307) (9,698) 
Administrative expenses (7,888) (8,680) (9,207) (10,068) 
Other expenses {5,168) {1,204) (424) (3,645) 

Result from operating activities 20,772 9,589 17,032 38,494 

Finance costs (1,118) 1 (1,990) (2,646) (2,500) 
Interest income 38 . 104 144 150 

Net finance costs (1,080) (1,886) (2,502} (2z350) 

Profit before tax 19,692 7,703 14,530 36,144 

Tax expense (3,163} {715} {2,514} {7,116} 

Profit for the year 16,529 

Other comprehensive income, 
net of tax 16,529 6,988 12,016 29,028 

Foreign currency translation 
differences (101) 76 275 

Total comprehensive income 
for the year 16,530 6,887 12,092 29,303 

ESITDA 26,222 15,168 22,475 44,381 
Depreciation (5,450) (5,579) (5,443) (5,887) 
Interest income 38 104 
Finance costs (1,118) (1,990) 

Profit before taxation 19,692 

No. of Shares** 270,000 270,000 270,000 270,000 
Sasici Diluted EPS (RM/share) *** 0.06 0.03 0.04 0.11 
GP margin (%) 25.5 13.7 17.4 25.9 
PST margin (%) 12.5 4.2 7.7 15.6 
PAT margin (%) 10.5 3.8 6.4 12.5 

Due to non-cotenninous year end of certain companies as explained in Note 2.2(ii)(a), the financial results of 
these companies were compiled on a prorated basis from the audited financial statements for the financial yearl 
period ended 31 December 2009 and 30 June 2010. 
Number of Shares after Acquisitions and IPO 
The basis I diluted EPS is computed based on the consolidated PAT divided by number of Shares after the IPO 

1 6  
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13. FINANCIAL INFORMATION 

2. Proforma consolidated statements of profit or loss and other comprehensive income 
(Cont'd) 

2.2 Notes to the summarised proforma consolidated statements of profit or loss and other 
comprehensive income of Karex Group 

i) The summarised proforma consolidated statements of profit or loss and other 
comprehensive income of Karex Group for the financial years ended 30 June 2010, 30 
June 201 1 ,  30 June 201 2 and 30 June 201 3 are prepared for illustrative purposes only 
and are based on the audited financial statements of the following companies for the 
respective years mentioned below, after making relevant adjustments deemed 
necessary under the circumstances as set out in (ii) below: 

(a) KISB for the financial years ended 30 June 201 0, 30 June 201 1 ,  30 June 201 2 and 

30 June 201 3; 

(b) UTSB for the financial years ended 30 June 201 0, 30 June 201 1 ,  30 June 201 2 

and 30 June 201 3; 

(c) HMSB for the six months period ended 30 June 201 0 and financial years ended 
31 December 2009, 30 June 201 1 ,  30 June 201 2 and 30 June 201 3; 

(d) ISB for the six months period ended 30 June 2010 and financial years ended 31 

December 2009, 30 June 201 1 ,  30 June 201 2 and 30 June 201 3; and 

(e) ITL for the six months period ended 30 June 201 0  and financial years ended 31 
December 2009, 30 June 201 1 ,  30 June 201 2 and 30 June 201 3. 

ii) The relevant adjustments deemed necessary under the circumstances are set out below: 

(a) Non-coterminous year end 

Adjustments have been made to the statements of comprehensive income of 
HMSB, ISB and ITL on a prorated basis as the financial year end for these 
companies are not coterminous with the Karex Group in the financial years ended 
31 December 2009; 

(b) Elimination of intercompany transactions 

Adjustments have been made to eliminate intercompany transactions in all 
period/years under review. Such transactions include and not limited to the 
followings: 

(i) Sales of goods charged by intercompany for the six months period ended 
30 June 2010 and financial years ended 31 December 2009, 30 June 201 1 ,  
30 June 201 2 and 30 June 201 3; 

(ii) Rental of factory charged by KISB to UTSB and ISB, for the six months 
period ended 30 June 201 0 and financial years ended 31 December 2009, 
30 June 201 1 ,  30 June 201 2  and 30 June 201 3; 

(iii) Management fees charged by KISB to UTSB for the financial years ended 
30 June 201 0, 30 June 201 1 ,  30 June 201 2 and 30 June 201 3; and 

(iv) Intercompany sales of fixed assets from KISB to ISB and ITL for the six 
months period ended 30 June 201 0 and financial years ended 31 December 
2009, 30 June 201 1 ,  30 June 201 2 and 30 June 201 3. 

1 7  
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13. 

2. 

2.2.1 

FINANCIAL INFORMATION (Cont'd) 

Proforma consolidated statements of profit and loss and other comprehensive income 
(Cont'd) 

The adjustments as stated in Note 2.2 (ii) above have been reflected in the respective financial 
years on the proforma Karex Group as follows: 

Proforma adjustments 

30.06.10 30.06.11 30.06.12 30.06.13 
Note RM'OOO RM'OOO RM'OOO RM'OOO 

Revenue 215,693 * 224,901 229,439 284,808 

- Adjustments for non-
coterminous year end 2.2(ii)(a) (26,889) 

- Adjustments for eliminations 
of intercompany 
transactions 2.2(ii)(b) (31,360) (43,148) (40,688) (53,419) 

157,444 181,753 188,751 231,389 

Profit before depreciation and 
interest 28,881 15,182 22,849 44,580 

- Adjustments for non-
coterminous year end 2.2(ii)(a) (2,537) 

- Adjustments for eliminations 
of intercompany 
transactions 2.2(ii)(b) (122) (14) (374) (199) 

26,222 15,168 22,475 44,381 

Profit for the year 18,454 * 7,002 12,390 29,227 

- Adjustments for non-
coterminous year end 2.2(ii)(a) (1,803) 

- Adjustments for eliminations 
of intercompany 
transactions 2.2(ii)(b) (122) (14) (374) (199) 

16,529 6,988 12,016 29,028 

Consist of 18 months figures from 1 January 2009 till 30 June 2010 in respect of HMSB, ISB and ITL. 
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13. FINANCIAL INFORMATION 

3. Proforma consolidated statements of financial position 

3.1 The proforma consolidated statements of financial position of Karex Group as set out below 
are prepared solely for illustrative purposes only to show the effects of the implementation of 
the listing scheme referred to in Note 1 .2 had these transactions been effected on 30 June 
201 3. 

Company Proforma I Proforma II 
After 
IPO 

Audited and 
as at After utilisation 

30.06.13 Acquisitions of proceeds 
RM'OOO RM'OOO RM'OOO 

NON CURRENT ASSETS 
Property, plant and equipment 73,230 116,980 
Investment properties 2,797 2,797 
Intangible asset 2,000 
Deferred tax assets 701 

76,728 122,478 
CURRENT ASSETS 

Inventories 47,221 47,221 
Trade and other receivables 945 57,924 57,924 
Tax recoverable -- 216 216 
Cash and cash equivalents _)1) 41,317 55,624 

945 146,678 160,985 

TOTAL ASSETS 945 223,406 283,463 

EQUITY AND LIABILITIES 

Share capital (1) 57,375 67,500 
Share premium 60,900 
Reserves 51,022 50,054 

TOTAL EQUITY (632) 108,397 178,454 

NON CURRENT LIABILITIES 
Loans and borrowings 10,965 10,965 
Deferred tax liabilities 5,034 5,034 

15,999 15,999 

CURRENT LIABILITIES 
Loans and borrowings 39,897 29,897 
Trade and other payable 1,577 56,907 56,907 
Provision for taxation 2,206 2,206 

99,010 89,010 

TOTAL LIABILITIES 105,009 

TOTAL EQUITY AND LIABILITIES 223,406 283,463 

No. of ordinary shares in issue ('000) (2) 229,500 270,000 
Net (Liabilities("NL"»/ 

Assets ("NAn) (RM'OOO) (632) 108,397 178,454 
Net tangible (liabilities ("NTL"»/ 
Asset (nNTA") (RM'OOO) (632) 108,397 176,454 
(NL)/NA per share (RM) (79,000) (2) 0.47 0.66 
(NTL)/NT A per share (RM) (79,000) (2) 0.47 0.65 

(1) Denotes RM2.00 
(2) Denotesl Based on 8 ordinary shares of RMO.25 each 

Stllr.'1lWct For lde�r;;;;� 1 9 
�urposes Only 
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13. FINANCIAL INFORMATION 

3. Proforma consolidated statements of financial position (Cont'd) 

3.2 The proforma consolidated statements of financial position together with the notes thereon 
have been prepared based on accounting principles and bases consistent with those adopted 
by Karex Group for the financial year ended 30 June 201 3 as disclosed in Note 1 .4, and are 
presented in a form suitable for inclusion in the Prospectus. 

3.2.1 The proforma consolidated statements of f inancial positions of Karex Group have been 
prepared for illustrative purpose only assuming Karex Group had been in existence on that 
date based on the individual audited financial statements of Karex Group as at 30 June 201 3. 
They are prepared using the merger method. 

Intercompany balances have been eliminated in arriving at proforma consolidated statements 
of financial pos itions. 

3.2.2 The following transactions are assumed to have been effected as at 30 June 201 3: 

(I) Proforma I 

Proforma I incorporates the following: 

i) Acquisitions as set out in Note 1.2.1 of this report 

The Acquisitions are accounted for using the merger method. 

(II) Proforma I I  

Proforma I I  incorporates IPO and Listing as set out in  Note 1 .2.2 of  this report and the 
following: 

i) Estimated listing expenses of RM5,500,000 will be allocated to both the new 
shares and existing shares on a rational and consistent basis and set off against 
share premium account and charged out to the statement of comprehensive 
income respectively as follow: 

Description 

Statement of comprehensive income 
Share premium 

Total 

205 

RM'OOO 

1 ,600 
3,900 
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13. FINANCIAL INFORMATION 

3. Proforma consolidated statements of financial position (Cont'd) 

3.2.3 The movements of the issued and paid-up share capital, the share premium account and the 
reserves of Karex Group after taking into account the transactions mentioned in Note 3.2.2 
above are as follows: 

Number 
of 

ordinary Per Share Share Accumulated Merger Total 
shares value capital premium losses reserve equity 

'000 RM RM'OOO RM'OOO RM'OOO RM'OOO RM'OOO 

As at 30 June 2013 --(1) 0.25 _J2) (632) (632) 
Proforma I 
- Acquisitions 229,500 0.25 57!375 51,654 109,029 

After Proforma I 229,500 0.25 57,375 (632) 51,654 108,397 

Proforma II 
- IPQ 40,500 0.25 10,125 64,800 74,925 
- Estimated share 

issue expenses 

After Proforma II 270,000 0.25 67,500 60,900 (1,600) 51,654 178,454 

(1 ) Denotes 8 ordinary shares of RMO.25 each 
(2) Denotes RM2.00 

3.2.4 The movements in cash and cash equivalents of Karex Group after taking into account the 
transactions mentioned in Note 3.2.2 above are as follows:-

Balance as at 30 June 201 3 
Proforma I 
- Acquisition 

After Proforma I 

Proforma II 
- IPO 
- Capital expenditure 
- Research and development 
- Repayment of bank borrowings 

Listing expenses 
- Estimated 
- Paid and expensed 

After Proforma I I  

(1) Denotes RM2.00 

206 

RM'OOO 

_J1) 

41 ,31 7 

41 ,31 7 

74,925 
(41 ,750) 

(4,000) 
(1 0,000) 

(5,500) 
632 

(4,868) 

55,624 

�'b=_::;tr_�� i Stwnpi!ld For Identification 
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13. FINANCIAL INFORMATION 

4. Proforma consolidated statement of cash flows 

4.1 The proforma consolidated statement of cash flows of Karex Group for the financial year 
ended 30 June 201 3, which has been prepared for illustrative purpose only assuming that the 
current structure of the Group existed throughout the financial year under review. 

Cash flow from operating activities 

Profit before tax 

Adjustments for: 

Depreciation 
Interest expense 
Gain on disposal of property, plant and equipment 
Interest income 
Unrealised gain on foreign exchange 
Fair value loss on derivative instruments 

Operating profit before changes in working capital 

Changes in inventories 
Changes in trade and other receivables 
Changes in trade and other payables 

Cash generated from operations 

Tax paid 

Net cash from operating activities 

Cash flow from investing activities 

Proceeds from disposal of property, plant and equipment 
Interest received 
Acquisition of property, plant and equipment 

Net cash used in investing activities 

Net Cash flow used in financing activities 

Interest paid 
Net proceeds from bankers' acceptance 
Net proceeds from packing credit 
Drawdown of term loan 
Repayment of term loan 
Repayment of finance lease liabilities 
Fixed deposits pledged to licensed banks 
Amount due to Directors 
Amount due to shareholders 

Net cash from financing activities 

Net increase in cash and cash equivalents 

Exchange differences on translation of the 
financial statement of foreign subsidiaries 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

207 

30 June 2013 
RM'OOO 

36,1 44 

5,887 
2,500 

(31 2) 
(1 50) 

(1 ,398) 
957 

43,628 

(1 ,599) 
5,1 73 

(4,1 40) 

43,062 

(2,865) 

40, 1 97 

690 
1 50 

(1 7,623) 

(1 6,783) 

(2,886) 
8,059 
4,403 
6,788 

(1 ,795) 
(733) 

(1 ,391 ) 
(402) 

(1 ,230) 

1 0,81 3 

34,227 

3 

(899) 

33,331 
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13. FINANCIAL INFORMATION (Cont'd) 

4. Proforma consolidated statement of cash flows (Cont'd) 

Notes to the statement of cash flows 

(i) Cash and cash equivalents 

Cash and cash equivalents included in the proforma consolidated statement of cash 
flows comprise the following statements of financial position amounts: 

Cash and cash equivalents 

Less: Fixed depOSits pledged with licensed banks 

Bank overdrafts 

5. Exchange rates 

30 June 201 3 
RM'OOO 

41,317 

(7,533) 
(453) 

33,331 

The proforma consolidated financial information of the Group was translated to RM, being the 
presentation currency at the exchange rate of THB 1 00: RM 1 0.20 as at 30 June 201 3. 

The average exchange rates used in the translation of each unit of foreign currency to RM are 
as follows: 

Financial period/years ended 

31 Decem ber 2009 

30 June 201 0 

30 June 201 1 

30 June 201 2 

30 June 201 3 

208 

Exchange Rate 

THB 1 00: RM1 0.1 9 

THB 1 00: RM1 0.1 4 

THB 1 00: RM9.96 

THB 1 00: RM9.90 

THB 1 00 : RM1 0.1 6 
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13. FINANCIAL INFORMATION (Cont'd) 

13.2 Management's d iscuss ion and analys is of fi nancial conditions and results of 
operations 

Investors should read the fol lowing discussion and analys is  of our financial conditions and 
results of operations i n  conjunction with the compi led! proform a financial information and the 
related notes thereon for the FYE 20 1 0, FYE 201 1 ,  FYE 201 2 a nd FYE 201 3 as set out in 
Section 1 3 . 1  of this Prospectus. 

This d iscussion and analys is  contains data d erived from our aud ited financial statements as 
wel l  as forward-looking statements that involve risks and uncertainties . The res ults may d iffer 
s ignificantly from those projected i n  the forward-looking statements. Factors that m ay cause 
future resu lts to d iffer s ign ificantly from those included in the forward-looking statements 
include, but are not l im ited to, those discussed below a nd elsewhere in this Prospectus,  
particularly the r isk factors as set out in Section 5 of this Prospectus.  

Overview of operations 

We are an i nvestment ho ld ing com pa ny. The core operation of our Group is carried out 
through our subsidiaries, KISB, HMSB,  ISB,  and ITL, which are principal ly involved in the 
m anufacturing of condoms, probe covers and l ubricating je lly. In add ition ,  through UTSB, we 
special ise i n  the m a nufacturing of catheters. P lease refer to Section 6 of this Prospectus for 
detai ls  of our Group. 

Our products are principal ly sold in the commercia l ,  tender and OBM m arkets. 

The com mercia l  m arket is where we m a nufacture condoms for brand owners. This includes 
custom ers such as Anse l l  L im ited (Lifestyle brand), Reck itt Benckiser PLC (Ourex brand), 
Line One Laboratories I nc  (Trustex brand) and  G lobal Protection Corp. (One brand). 

The tender market i s  where we tender to institutio nal buyers to manufacture condoms for 
the m .  I nstitutional buyers consist of NGOs and g overnment agencies such as UNFPA, 
USAID, PSI and MSI and may a lso inc lude i nternational purchasing agents such as JSI and 
Crown Ag ents. 

Lastly, we also man ufacture condoms u nder our own brands, namely Carex and INNO.  These 
condoms are distributed in countries such as UAE, South Africa, Ind ia, Nigeria and 
Bangladesh .  

(The rest of  th is  page has been i ntentional ly left blank) 
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13. F INANCIAL INFORMATION 

13.2.1 Revenue 

Overal l ,  our revenue increased throughout the f inancial  years under review. The key factor affecting our Group's revenue growth is our 
to retain existing customers and gain new customers. Currently, our Group has sold our products to more than 1 1 0 cou ntries worldwide .  
Another i mportant factor is  the  i ntroduction of new innovative products to  the  market such as  super th in  condoms, m ul ti-coloured condoms, 
rou nd condom foi ls  and b l ister packed condoms. These i nnovative condoms enable us to expand i nto d ifferent segm ents of the condom 
industry and target d ifferent groups of consumers. Our Group has been resilient to economic recessions as evidenced by our i ncreasing  
revenue for the financial years u nder review post the global financial turmoil i n  2009. 

Our revenue is l argely influenced by condom sales which accounts for around 90% of our total revenue.  The table below shows our revenue 
for the financial years under review. 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (RM'OOO) (RM'OOO) (RM'OOO) 

Revenue 157,444 181 188,751 231 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) 

Revenue 15.4 3.9 22.6 

2 1 0  
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13. FINANCIAL INFORMATION (Cont'd) 

(i) Revenue by p roducts 

The table below sets forth the breakdown of our revenue by products for the financial years u nder review: 

FYE 2010 FYE 2011 FYE 2012 

(RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) 

Condoms 144,014 91.5 167,104 91.9 171,159 90.7 

Catheters 8,097 5.1 8,267 4.6 10,067 5.3 

Probe covers and 5,333 3.4 6,382 3.5 7,525 4.0 
lubricating 

Total 157,444 100.0 181,753 100.0 100.0 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) (%) 

Condoms 16.0 2.4 21.6 

Catheters 2.1 21.S 18.5 

Probe covers and 19.7 17.9 50.1 
lubricating jelly 

Total 15.4 3.9 22.6 

2 1 1  

FYE 2013 

(RM'OOO) (%) 

208,170 90.0 

11,927 5.1 

11,292 4.9 

231,389 100.0 
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13. FINANCIAL INFORMATION (Cont'd) 

The revenue generated from our business is primarily dependent on sale of the following products: 

(a) Condoms 

A condom is a barrier type contraceptive device most commonly used during sexual intercourse to reduce the possibility of 
pregnancy and spreading of sexually transm itted diseases and HIV. The condom is our core produ ct, contributing 
approximately 90% of ou r total revenue for each of the financial years u nder review. Our condom revenue has been on an 
u pward trend, m ainly due to the increase in orders from a few of our key clients in Asia and Europe as wel l  as our continuous 
efforts in m arketing our condoms such as attending global trade fairs and exhibitions. Our commercial market seg ment has 
contributed significantly to our  condom revenue growth for the financial years u nder review. 

For the FYE 201 3  com pared to the previous financial year, condom revenue increased by RM37.0 m illion (121 .6%).  The 
increase in revenue was contributed mainly by the increase in revenue from our com mercial market segment of RM30.4 
mil lion and an increase of RM4.9 million from our tender market segment which consisted mainly of a shipment to Africa. 

For the FYE 201 2  com pared to the previous financial year, condom revenue increased by RM4.1 mil lion (12.4%) m ainly due 
to the increase in revenue from our commercial market segment of RM1 0 .5 million  which was offset by the decrease in 
revenue from our tender m arket segment of RM5.8 mil lion as there was a reduction of orders placed by JSI /USAID and 
Crown Agents . 

For the FYE 201 1 com pared to the previous financial year, condom revenue increased by RM23.1 million ( 1 1 6.0%) with an 
increase in  revenue  from our com mercial market segment by RM24. 5  million which was offset by the decrease in revenue 
from our  tender market segment of  RM3.9 million due to a red uction of orders placed by Crown Agents. Our increase in 
installed capacity of approximately 400 m illion pieces in the FYE 20 1 1  allowed us to manufacture more condoms to meet the 
market demand and, thus, generate more revenue.  

Please refer to Section 7.6 of this Prospectus for more details on our manufacturing capacity and  utilisation rate and Section 
7.1 1 for revenue from our maior customers. 
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13. FIN AN CIAL I N FORMATION (Cont'd) 

(b) Catheters 

A catheter is a flexible tube medical device commonly made from silicone rubber or natural rubber that is inserted into the 
bladder for irrigation. Catheters contributed approximately 5% of our total revenue for each of the financial years under 
review. Strong demand contributed to catheter revenue: 
(i) increase of RM1.9 million (118.5%) for the FYE 2013 compared to the previous financial year; 

increase of RM1.8 million (121.8%) for the FYE 2012 compared to the previous financial year; and 
(iii) increase of RMO.2 million (12.1 %) for the FYE 2011 compared to the previous financial year. 

(c) Probe covers a nd lubricating jelly 

Ultrasonic probe covers are hygienic protection for patient during ultrasonic examinations. It is made of high quality natural 
rubber. Our probe covers are specially designed for maximum flexibility and safety during ultrasound intra-cavity 
examinations. 

Lubricating jelly is a complementary product to our condom manufacturing business. Lubricating jelly is used during sexual 
intercourse to reduce friction. Our lubricant jelly is formulated based on quality ingredients and meet high manufacturing 
standards to provide a long lasting and silky smooth lubrication for consumers. 

The revenue contribution of both probe covers and lubricating jelly have gradually increased from 3.4% for the FYE 2010 to 
4.9% for the FYE 2013. Strong demand contributed to probe cover and lubricating jelly revenue: 

increase of RM3.8 million (150.1 %) for the FYE 2013 compared to the previous financial year; 
(ii) increase of RM1.1 million (j17.9%) for the FYE 2012 compared to the previous financial year; and 

increase of RM1.0 million (t19.7%) for the FYE 2011 compared to the previous financial year. 

The revenue contribution of each product is fairly consistent throughout the financial years under review with condom as the main 
contributor. The approximately 90% revenue contribution from condoms denotes our commitment and focus on our core product. 
Condoms today have evolved from being a pure protection device to a lifestyle and pleasure product. We believe that with our 
continuous R&D as well as innovative designs and manufacture of new types of condoms and/or packaging, the sale of condoms will 
remain the main revenue generator for our Group. Nonetheless, we acknowledge the demand for other products that form an integral 

of our product offering and will continue to support their revenue growth. 

The revenue of catheters and probe covers and lubricating jelly increased gradually throughout the financial years under review due 
to stronger demand. However, as sale of our catheters and probe covers and lubricating jelly account for 10.0% or less of our total 
revenue, the impact to our Group is less significant compared to the sale of our condoms. 
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1 3. FINANCIAL INFORMATION (Cont'd) 

(ii) Revenue by companies 

The table below sets forth the breakdown of our reven ue by companies for the financial years u nder review: 

FYE 2010 FYE 2011 FYE 2012 

(RM'OOO) ('Yo) (RM'OOO) ('Yo) (RM'OOO) ('Yo) 

KISB 119,439 75.9 137,973 75.9 130,399 69.1 

ISB 32,309 20.5 34,040 18.7 44,306 23.5 

UTSB 8,097 5.1 8,267 4.6 10,067 5.3 

ITL 26,528 16.9 40,912 22.5 42,143 22.3 

HMSB 2,431 1.5 3,709 2.0 2,524 1.3 

Less: (31,360) (19.9) (43,148) (23.7) (40,688) (21.5 ) 
Inter-company 
transactions 

Total 157,444 100.0 181 100.0 188,751 100.0 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

('Yo) ('Yo) ('Yo) 

KISB 15.5 (5.5) 9.8 

ISB 5.4 30.2 37.9 

UTSB 2.1 21.8 18.5 

ITL 54.2 3.0 53.3 

HMSB 52.6 (31.9) 58.0 

Less: 37.6 (5.7) 31.3 
Inter-company 
transactions 

Total 15.4 3.9 22.6 

2 1 4  

FYE 2013 

(RM'OOO) ('Yo) 

143,187 61.9 

61,100 26.4 

11,927 5.1 

64,607 27.9 

3,987 1.7 

(53,419) (23.0) 

231,389 100.0 



13. FINANCIAL INFORMATION (Cont'd) 

(a) KISB 

KISS produces condoms, probe covers and lubricating jelly. It is the main revenue driver of our Group, which contributed 
61.9% to 75.9% of our revenue for the financial years under review. KISS possesses the bulk of our manufacturing facilities. 

For the FYE 2013 compared to the previous financial year, KISS's revenue increased 
to an increase in revenue from our commercial market segment of RM11 .0 million. 

RM12.8 million (19.8%) mainly due 

For the FYE 2012 compared to the previous financial year, KISB's revenue decreased by RM7.6 million (15.5%) mainly due 
to a decrease In revenue from our tender market segment of RM18.1 mIllion which was offset bv an increase in revenue from 
our commercial market segment of RM10.0 million. 

For the FYE 2011 compared to the previous financial year, KISS's revenue increased by RM18.5 million (i15.5%) mainly due 
to the increase in revenue from our commercial market segment of RM18.9 million offset by an decrease in revenue from our 
tender market segment of RMO.8 million. 

(b) ISB 

ISS produces condoms and contributed 18.7% to 26.4% of our revenue for the financial years under review. 

For the FYE 2013 compared to the previous financial year, ISS's revenue increased by RM16.8 million (137.9%) mainly due 
to an increase in revenue from our commercial market segment of RM18.2 million offset by a decrease in revenue from our 
tender market segment of RM1.6 million. 

For the FYE 2012 compared to the previous financial year, ISS's revenue increased by RM10.3 million (130.2%) mainly due 
to the increase in revenue from our commercial market segment of RM8.3 million. 

For the FYE 2011 compared to the previous financial year, ISB's revenue increased by RM1. 7million (i5.4%) mainly due to 
an increase in revenue from our commercial market segment of RM2.5 million offset by a decrease in revenue from our 
tender market segment of RMO.8 million. 

(c) UTSB 

UTSS is our sale manufacturer of catheters. Its revenue is contributed solely by the sale of our catheters. UTSB contributed 
approximately 5% of our total revenue for the financial years under review. Strong demand for our catheters contributed to 
UTSS's revenue: 

increase of RM1.9 million (t18.5%) for the FYE 2013 compared to the previous financial year; 
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Oi) increase of RM1.8 million (j21.8%) for the FYE 2012 compared to the previous financial year; and 
increase of RMO.2 million (j2.1 %) for the FYE 2011 compared to the previous financial year. 

(d) ITL 

ITL produces condoms and it contributed 16.9% to 27.9% of our revenue for the financial years under review. 

For the FYE 2013 compared to the previous financial year, ITL's revenue increased by RM22.5 million (j53.3%). The 
increase in revenue was mainly due to increase in revenue from our commercial and tender market of RM 11.1 million and 
RM11.4 million respectively. 

For the FYE 2012 compared to the previous financial year, ITL's revenue increased by RM1.2 million (j3.0%) mainly due to a 
revenue generated from our commercial market segment of RM1.0 million. 

For the FYE 2011 compared to the previous financial year, ITL's revenue increased by RM14.4 million (j54.2%) mainly due 
to ITL's increase in manufacturing capacity of 121 million pieces in the FYE 2011 which allowed ITL to manufacture more 
condoms to meet the strong demand for our condoms. 

Please refer to Section 7.6 of this Prospectus for more details on our manufacturing capacity and utilisation rate. 

(e) HMSB 

HMSB produces customised condoms for our customers in the commercial market segment. HMSB contributed 2.0% or less 
of our total revenue for the financial years under review. Demand for the customised condoms contributed to HMSB's 
revenue: 
(i) increase of RM1.5 million (j58.0%) , for the FYE 2013 compared to the previous financial year; 

decrease of RM1.2 million (!31.9%) for the FYE 2012 compared to the previous financial year; and 
(iii) increase of RM1.3 million (j52.6%) for the FYE 2011 compared to the previous financial year. 

(f) Inter-company Transactions 

The inter-company transactions mainly consist of sale of condoms between KISB, ISB, ITL, and HMSB. Inter-company 
transactions are necessary to allow our Subsidiaries with capacity to serve the demand of others in our Group. Our inter
company transactions: 
(i) increased by RM12.7 million (j31.3%) for the FYE 2013 compared to the previous financial year; 

decreased by RM2.5 million (!5.7%) for the FYE 2012 compared to the previous financial year; and 
(iii) increased by RM11.8 million (j37.6%) for the FYE 2011 compared to the previous financial year. 
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(iii) Revenue by geographical destination 

The table below sets forth the breakdown of our revenue by geographical destination markets of our export for the financial years 
under review: 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) 

Asia!1} 67,040 42.6 88,500 48.7 55,0 1 9  29.1 85,1 77 36.8 

Africa 55,958 35.5 48,705 26.8 62,41 0  33.1 71 ,234 30.8 

America 1 7,079 1 0.9 24,475 13.5 41 ,920 22.2 42,2 1 0  1 8.2 

Europe 1 7,367 1 1 .0 20,073 1 1.0 29,402 15.6 32,768 1 4.2 

Total 157,444 100.0 100.0 100.0 231 100.0 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

----

(%) (%) (%) 

Asia(1} 32.0 (37.8) 54.8 

Africa ( 1 3.0) 28.1 1 4. 1  

America 43.3 7 1 .3 0.7 

Europe 1 5.6 46.5 1 1 .5 

Total 15.4 3.9 22.6 

Note: 

(1) Includes Malaysia 
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Exports to Africa and Asia consistently contributed more than 60% of our revenue throughout the financial years under review. This is 
closely correlated to the population of both Africa and Asia geographical markets. Other factors that may affect the revenue 
breakdown by geographical markets include large orders placed by institutional buyers to be delivered to certain countries. Revenue 
breakdown by geographical markets for the FYE 2012 and FYE 2013 remained consistent. For the FYE 2013, there was an increase 
in the percentage contribution from Asia mainly due to large orders amounting to RM14.9 million received from our key clients from 
China and India. For FYE 2011, there was an increase in the percentage contribution from Asia mainly due to a large order received 
of RM13.4 million to be delivered to Vietnam and Myanmar which did not recur in FYE 2012. 

On the other hand, America and Europe are mature markets and exhibit an increasing trend as our export to these markets are 
predominantly for the commercial market segment. For more discussion on our principal markets, please refer to Section 7.9 of the 
Prospectus. 

13.2.2 Cost of goods sold 

The breakdown of our cost of goods sold is as follows: 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) 

Direct material cost 80,174 68.3 1 1 1 , 1 83 70.9 1 1 1 ,450 7 1 .5 1 1 4,224 66.6 

Direct labour cost 1 9,599 1 6.7 23,61 0  1 5.1  22,226 1 4.3 30,665 1 7.9 

Utilities 6,1 42 5.3 8,032 5.1 8,337 5.3 1 1 ,399 6.6 

Depreciation 4,833 4.1 5,058 3.2 4,942 3.2 5,267 3.1 

Others 6,567 5.6 8,986 5.7 8,931 5.7 9,9 1 7  5.8 

Total 117,315 100.0 156,869 100.0 155,886 100.0 171,472 100.0 
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Direct material cost 

Direct labour cost 

Utilities 

Depreciation 

Others 

Total 

Change from FYE 2010 to 
FYE 2011 

38.7 

205 

30.8 

4.7 

36.8 

33.7 

Change from FYE 2011 to Change from FYE 2012 to 
FYE 2012 FYE 2013 

(%) (%) 

0.2 2,5 

(5.9) 38.0 

3.8 36.7 

(2.3) 6.6 

(0.6) 11 .0  

(0.6) 10.0 

For the FYE 201 3 com pared to the previous financial year, our cost of goods sold increased by RM1 5.6 million (t 1 0.0%) primarily due to the 
expenses required to manufacture the increased volume of condoms and other products to meet market demand in the FYE 20 1 3. However, 
the increase in expenses was offset by lower latex concentrate price in the FYE 201 3  where the average latex concentrate orice decreased 
from 760 sen/kg in the FYE 201 2  to 592 sen/kg in the FYE 201 3. 

For the FYE 201 2  com pared to the previous financial year, our cost of goods sold decreased by RM 1 .0 million (10.6%) m ainly d u e  to a 
decrease in d irect labour cost of RM 1 .4 m illion offset by an increase in direct material cost of RMO.3  million and utilities of RMO.3 mil lion. 

For the FYE 201 1  com pared to the previous financial year, our cost of goods sold increased by RM39.6 million (133.7%) m ainly due  to 
expenses incurred to manufacture the increased volume of cond oms and other products to meet market demand in the FYE 201 1 .  

2 1 9  



�aliY�2·1 01 8579-U 1 

13. FINANCIAL INFORMATION (Cont'd) 

(i) Direct material cost 

Our d irect material cost consist m ainly the cost of raw material for the manufacturing of our products. The majority of our raw m aterial 
costs are made up of Pre-vulcanised latex, foil, packaging m aterial s  such as inner box, outer box, leaflets and silicone oil. 

Pre-vulcanised latex (also known as compounded latex) is produced from latex concentrate which is, in turn, an international ly traded 
commodity. For your  reference, the average latex concentrate prices for the financial years under review are shown below: 

FYE 201 0 FYE 201 1 FYE 201 2 FYE 2013 

Average latex concentrate price (sen/kg) 598 884 760 592 

(Source: Infobusiness Research) 

For the FYE 20 1 3  compared to the previous financial year, our direct material cost increased by RM2.8 million (j2.5%). This is 
due to the higher volume of condoms man ufactured to meet market demand which was offset by the decrease in  average l atex 
concentrate price from 760 sen/kg in the FYE 201 2  to 592 sen/kg in the FYE 201 3. 

For the FYE 20 1 2  compared to the previous financial year, our direct material cost increased marginally by RMO.3 m il lion (jO.2%) 
m ainly due to usage of carried forward inventory from FYE 201 1 which was offset by the reduction in average latex concentrate price 
from 884 sen/kg in the FYE 201 1 to 760 sen/kg in the FYE 201 2. 

For the FYE 201 1 compared to the previous financial year, our direct material cost increased by RM31 .0 million (j38.7%) m ainly due 
to the increase in  average l atex concentrate price from 598 sen/kg in the FYE 20 1 0  to 884 sen/kg in the FYE 201 1 as well as due to 
the hiaher volu me of condoms manufactured to m eet market demand. 

For more details on the fluctuation of latex concentrate price, please refer to Section 5. 1 (I) of this Prospectus. 

(ii) Direct labour cost 

Our direct labour cost consists of labour for the m anufacture of our prod ucts. 

For the FYE 201 3 compared to the previous financial year, our direct labour cost increased by RM8.4 million (j38.0%) m ainly due  to 
the em ployment of an additional 1 58 manufactur ing workers to manufacture the vol ume of condoms to meet market demand . 
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For the FYE 2012 com pared to the previou s financial year, our d i rect labour cost decreased by RM1 .4 m il l ion (15.9%) as a resu lt of 
our efforts to reduce our dependency on manual labou r with the add ition of six (6) automated ET machines to our  manufactu ring 
process. Further, our direct labour cost decreased d ue to a decl ine in the number  of workers ava ilable from September 201 1 to 
201 2, the duration of the 6P programme (process of legalising i l legal foreign workers). 

For the FYE 201 1 com pared to the previous financial  year, our d i rect labour cost i ncreased by RM4.0 m i l lion (120.5%) mainly d u e  to 
expenses incu rred for the employment of a h igher n umber of outsourced workers to manufacture the volume of condoms to 

meet market demand in the FYE 201 1 .  

(iii) Utilities 

Our ut i l ities consist of the costs of electricity and  water required to run our manufacturing process. Water and electricity are not only 
requ i red during the manufacturing process, but also during maintenance or change of formers for the clean ing ,  tooling, cal ibration 
and testing of our machines. 

For the FYE 20 1 3  com pared to the previous financial year, our util it ies increased by RM3.0 mi l l ion (136.7%) 
volume of condoms manufactured to meet market demand.  

due to  the 

For the FYE 201 2  com pared to the previous financial year, our util ities i ncreased m arginal ly by RMO.3 m i l l ion (1'3 .8%). 
Notwithstanding the decrease in manufactured condoms by 450.8 mi l l ion pieces in the FYE 2012, our uti l ities expenses increased 
m arginally com pared to the previous financial year main ly to support two (2) additional condom d ipping l ines instal led as well as more 
frequent changing of formers as a result of the unusual sequence of orders received in the FYE 201 2. 

For the FYE 201 1 com pared to the previous financial year, our utilities i ncrease by RM1 .9 m il l ion (130.8%) mainly to 
additional condom d ipp ing l ines installed and h iqher volume of condoms manufactured to meet market demand. 

(iv) Depreciation 

two (2) 

Depreciation under cost of goods sales is the al located cost of our tangible assets used for manufacturing such as our d ipp ing 
ET machines and foi l ing machines. Depreciation of said tangible assets: 
(i) increased by RMO.3 m il l ion (1'6.6%) for the FYE 201 3 com pared to the previous financial year; 
( i i) decreased by RMO.1  m i l l ion (l2.3%) for the FYE 201 2  com pared to the previous financial year; and 

increased bv RMO.2 mil l ion (1'4.7%1 for the FYE 201 1  com pared to the previous financial year. 

The al located cost for depreciation is dependent on the value of our tangible assets and our depreciation 
subsection 6( d)(i ii) of Section 1 4. 
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(v) Others 

Costs included as 'others' are, amongst others, levy, workers welfare and upkeep of factory. 

For the FYE 2013 compared to the previous financial year, 'others' increased by RM1.0 million (,11.0%) mainly due to the increase in 
levy and workers welfare for the additional 158 manufacturing workers employed as well as up keep of factory for the higher volume 
of condoms manufactured to meet market demand in the FYE 2013. 

For the FYE 2012 compared to the previous financial year, our 'others' decreased marginally by RMO.1 million (l0.6%). 

For the FYE 2011 compared to the previous financial year, 'others' increased by RM2.4 million (,36.8%) mainly due to additional 
expenses required to upkeep our factory with our increase in manufacturing capacity of 426.2 million condoms and higher volume of 
condoms manufactured to meet market demand. 

The table below sets forth the breakdown of our cost of goods sold by products for the financial years under review: 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) 

Condoms 108,010 92.1 145,623 92.8 142,324 91.3 156,021 91.0 

Catheters 6,133 5.2 6,857 4.4 7,797 5.0 9,086 5.3 

Probe covers and lubricating jelly 3,172 2.7 4,389 2.8 5,765 3.7 6,365 3.7 

Total 117,315 100.0 156,869 100.0 155,886 100.0 171,472 100.0 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) (%) 

Condoms 34.8 (2.3) 9.6 

Catheters 11.8 13.7 16.5 

Probe covers and lubricating jelly 38.4 31.4 10.4 

Total 33.7 (0.6) 10.0 
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The proportion of the cost of goods sold for each product segment corresponds to the proportion of the revenue contribution of each product 
segment in each financial year. 

13.2.3 Gross profit and gross profit margin 

Our gross profit is the difference between our revenue and the cost of goods sold while our gross profit margin is the ratio of our gross profits 
to our revenue. 

Our gross profit and gross profit margin during the financial years under review have mainly been affected by fluctuations in latex concentrate 
price, foreign exchange rates and the selling prices of our products. Higher latex concentrate price increase our cost of goods sold while 
strengthening of the USD against the RM and increase in selling price of our products increase our revenue. Higher revenue and/or lower 
cost of goods sold improve our gross profit and gross profit margin while lower revenue and/or higher cost of goods sold reduce our gross 
profit and gross profit margin. 

Please refer to Sections 5.1 (i) and 13.2.2(i) of this Prospectus for more details on the fluctuation of latex concentrate price. Effects of the 
factors discussed are detailed in the sections below. 

Internally, in addition to managing our manufacturing costs (such as direct material cost, direct labour cost, utilities, etc.), we endeavour to 
develop better purchasing, manufacturing planning and more efficient manufacturing processes by continuous R&D to improve our gross 
profit and gross profit margin. 

(The rest of this page has been left blank) 
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The table below sets forth the breakdown of our gross profit and gross profit margin by products for the financial years under review: 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) (RM'OOO) 

Gross profit 

Condoms 36,004 89.7 21,481 86.3 28,835 87.7 52,149 

Catheters 1,964 4.9 1,410 5.7 2,270 6.9 2,841 

Probe covers and lubricating jelly 2,161 5.4 1,993 8.0 1,760 5.4 4,927 

Total 40,129 100.0 100.0 100.0 59,917 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) (%) 

Gross profit 

Condoms (40.3) 34.2 80.9 

Catheters (28.2) 61.0 25.2 

Probe covers and lubricating jelly (7.8) (11.7) 179.9 

Total (38.0) 32.1 82.3 
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Gross profit margin 

Condoms 

Catheters 

Probe covers and lubricatina jelly 

Overall Group gross profit 
margin 

Gross profit margin 

Condoms 

Catheters 

Probe covers and lubricating jelly �V�" Group gross profit 
margm 

. .. 

FYE 2010 

(%) 

25.0 

24.3 

40.5 

25.5 

Change from FYE 2010 to 
FYE 2011 

(percentage 
points) 

(12.1) 

(7.2) 

(9.3) 

(11.8) 

FYE 2011 FYE 2012 FYE 2013 

(%) (%) (%) 

12.9 16.8 25.1 

17.1 22.5 23.8 

31.2 23.4 43.6 

13.7 17.4 25

·' 1 
Change from FYE 2011 to Change from FYE 2012 to 

FYE 2012 FYE 2013 

(percentage (percentage 
points} points} 

3.9 8.3 

5.4 1.3 

(7.8) 20.2 

3.7 8

� 1 
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(i) Condoms 

Besides raw material costs and foreign exchange rates, the gross profit margin of condom in the financial years under review was 
affected by the product mix as wel l  as orders pl aced by d ifferent customers in different market segm ents for that particular financial 
year. Our condoms sold to the commercial market segment yield a higher average gross profit margin com pared to the tender m arket 
d ue to the inclusion of additional features such as exotic flavours, colours and packaging. 

For the FYE 201 3  com pared to the previous financial year, our gross profit m argin for condoms increased by 8.3 percentage points 
m ainly due to a decrease in latex concentrate price and h igher sales to the commercial market seg ment (revenue from our 
com mercial market segm ent increased by RM30.4 m illion (i32. 3%)). 

For the FYE 2012 com pared to the previous financial year, our gross profit m argin for condoms increased by 3.9 percentage 
due to the decrease in latex concentrate price and higher sales to the commercial market seg ment (revenue from our 

comm ercial market segment increased by RM1 0.5 m il lion (j1 2.6%)). 

For the FYE 201 1  compared to the previous financial year, our gross profit margin for condoms decreased by 1 2. 1  percentage 
mainly due to the increase in latex concentrate price and strengthening of RM against USD where the RM to USD exchange rate 
decreased from RM3.21 per USD to RM3.01 per USD (source: Bank Negara Malaysia), representing a change of 6.2%. 

(ii) Catheters 

The gross profit margin of catheters remains consistent in the financial years u nder review except for a decrease in the FYE 201 1 
mainly due to the fluctuations in raw material prices in  the particu lar financial year. 

(iii) Probe covers and lubricating jelly 

The gross profit margin for this category fluctuates in relation to the contribution of probe covers and lubricating jelly as both products 
have different gross profit margins. General ly, lubricating jel ly contributes a higher gross profit margin com pared to probe covers. The 
typical gross profit margin for our lubricating jel ly is approximately 50% . Similar to our condoms, the gross profit margin of our  probe 
covers is affected by the fluctuation in latex concentrate price. 
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The gross profit margin of our probe covers and lubricating jelly is set out below: 

FYE 2010 FYE 2011 

('Yo) ('Yo) 

Probe covers 27.1 1 7.9 

Lubricating jelly 53.9 48.2 

Change from FYE 2010 to Change from FYE 2011 to 
FYE 2011 FYE 2012 

(percentage (percentage 
pOints) points) 

Probe covers (9.2) 0.6 

Lubricating jelly (5.7) (20.8) 

FYE 2012 FYE 2013 

(%) (%) 

1 8.5 26.9 

27 .4 49.5 

Change from FYE 2012 to 
FYE 2013 

(percentage 
points) 

8.4 

22. 1  

For the FYE 2013 compared to  the previous financial year, the combined gross profit margin increased by  20.2 percentage points 
mainly due to a higher proportion of lubricating jelly sales. Lubricating jelly contributed 74.0% of probe cover and lubricating jelly 
sales in the FYE 2013, up from 55.0% in the previous financial year. 

For the FYE 2012 compared to the previous financial year, the combined gross profit margin decreased by 7.8 percentage points 
mainly due to the competitive pricing of our lubricating jelly which saw a reduction in the gross profit margin of our lubricating jelly of 
20.8 percentage points to gain more market share. Lubricating jelly contributed 55.0% of probe cover and lubricating jelly sales for 
the FYE 2012, up from 44.0% in the previous financial year. 

For the FYE 2011 compared to the previous financial year, the combined gross profit margin decreased by 9.3 percentage points 
mainly due to the higher proportion of probe covers sold. Probe covers contributed.56.0% of probe cover and lubricating jelly sales, 
up from 50.0% in the previous financial year. 

( iv) Overall Group 

Our overall gross profit margin is largely represented by and is consistent with condom's gross profit margin as condoms form the 
majority of our gross profits. 
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13.2.4 Other operating income 

Our other operating income consists primarily of gain on  disposal of property, plant and equipment and realised/unrealised foreign exchange 
gains. Foreign exchange gain arises due to the export d riven business of our Group.  Our realised foreign exchange gains a re mainly derived 
from the strengthening of the USD at the point of conversion to RM or THB during the financial year u nder review while our  unrealised foreign 
exchange gains are mainly due to strengthening of our USD at the end of the financial year under review. 

Our other operating income is shown below: 

FYE 201 0  FYE 201 1  FYE 201 2  FYE 201 3  

(RM'OOO) (RM'OOO) (RM'OOO) (RM'OOO) 

Oth er operatinq income 1,382 1,672 3,105 1,988 

Change from FYE 201 0  to Change from FYE 201 1  to  Change from FYE 201 2  to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) 

Other operatinq income 21.0 85.7 (36.0) 

In the FYE 20 1 3, our other operating income amounted to RM2.0 million. Our other operating income com prise mainly of u n realised foreign 
exchange gain of RM1 .4 million .  The m ain contributors to the unrealised foreign exchange gain are KIS B (RMO.4 million), ISB (RMO.6 m 
and ITL ( RMO.3 m il l ion). 

In the FYE 20 1 2, our other operating income amou nted to RM3. 1 million, mainly due to unrealised foreign exchange gain of RM1 .8 m il lion 
and realised foreign excha nge gain of RM1 . 1  million .  The main contributors to the unrealised foreign exchange gain are KIS B (RM1 . 1  
and I S B  (RMO.7 million). The m ain contributors to the realised foreign exchange gain are KISB (RMO.6 million) a n d  I S B  (RMO.4 mil lion) .  

In the FYE 201 1 ,  our other operating income amou nted to RM1 .7 m illion which consist of realised foreig n exchange gain of RM 1 .2 
m il l ion .  The main contributor to the realised foreign exchange gain is ITL (RM1 . 1  

In the FYE 20 1 0, our other operating income amou nted to RM1 .4 mil l ion, 
The m ain contributor to the realised foreign gain is ITL (RMO .8 m il l ion). 
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13.2.5 Operating expenses 

Our operating expenses are the expenses that we incur to perform our normal business operations.  Our operating expenses com prise 
distribution expenses, administrative expenses and other expenses. 

The table below sets forth the breakdown of our operating expenses for the financial years under review: 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) (RM'OOO) (%) 

Distribution expenses 7,683 37.0 7 ,083 4 1 .7 9,307 49.2 9 ,698 4 1 .4 

Administrative expenses 7,888 38.0 8,680 51 .2 9,207 48.6 1 0,068 43.0 

Other expenses 5,1 68 25.0 1 ,204 7 . 1  424 2.2 3,645 1 5.6 

Total 100.0 1 100.0 1 100.0 23,411 100.0 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) (%) 

Distribution expenses (7.8) 31 .4 4.2 

Administrative expenses 1 0.0 6. 1 9.4 

Other expenses (76.7) (64.8) 759.7 

Total (18.2) 11.6 23.6 

(i) Distribution expenses 

Our distribution expenses com prise primarily costs relating to and handling.  

For the FYE 20 1 3  compared to the previous financial year, our distribution expenses increased by RMO . 4  million (14.2%) to sup port 
the increase in sales in the FYE 201 3. 

229 



[Company No . 1 0 18579-U I 

13. FINANCIAL INFORMATION (Cont'd) 

For the FYE 20 1 2  compared to the previous financial year, our  distribution expenses increased by RM2.2 mi l l ion (131 .4%), primarily 
attributable to increase in handling cost incurred for sale of condoms for certain customers u nder the tender market segment. For 
these particular orders, the said customers require the goods to be delivered to m ultiple destinations resulting in the increase in  

cost. The total handling cost was RM2.6 million in the FYE 201 2  com pared to RM1 . 1  mi ll ion in the FYE 201 1 .  

For the FYE 20 1 1 com pared to the previous financial year, our distribution expenses decreased by RMO.6 mil l ion (17.8%) which 
consists m ainly of the decrease in handling cost of RMO.5 m il l ion in the FYE 201 1 due to decrease in  orders which require goods to 
be delivered to remote destinations. 

(ii) Administrative expenses 

Our administrative expenses consist of salary of our support staff (including management), professional fees (for tax agents, auditors, 
lawyers, etc.), depreCiation of building,  rent and lease of land and building, insurance expenses, travelling expenses and 
expenses, etc. 

For the FYE 201 3  compared to the previous financial year, our administrative expenses increased by RMO.9 m il l ion ( 19.4%), 
d ue to the part payment of our Listing expenses amounting to RMO.6 mi l l ion.  

For the FYE 20 1 2  com pared to the previous financial year, our administrative expenses increased by RMO.5 mi l l ion (r6. 1 %). This 
increase is due to the professional fees amounting to RMO.1 mil l ion incurred in relation to new financing facilities (m u lti trade line to 
finance our workinq capital) obtained by ISB and a general increase in other expenses. 

For the FYE 201 1 compared to the previous financial year, our administrative expenses increased by RMO.8  mil l ion (1 1 0 . 0). T his 
increase is due to several professional fees amounting to RMO.5 m il l ion incurred in relation to new financinq facilities (multi trade l ine 
to finance our working capital) obtained by KISB in the FYE 201 1 .  

(iii) Other expenses 

Our other expenses comprise expenses related to foreign exchange loss, fair value loss o n  forward exchange contracts , al lowance 
for doubtful debts and im pairment loss on trade receivables. 

In the FYE 201 3, our other expenses amounted to RM3.6 m il l ion , consisting mainly of realised foreign exchange losses of RM1 .5 
mil l ion (in USD) and fair value loss on forward exchange contracts held by KISB of RMO.8 mi l l ion and by ISB of RMO . 1  mi l l ion. The 
realised foreign exchange loss is  due to strengthening of the RM d uring the financial year while the fair value l oss on forward 
exchange contract was due to strengthening of the USD at the end of the financial year. The m ain contributors to the realised foreign 
exchange loss are KISB (RM1 .0 m il l ion) and ISB (RMO.5 mi ll ion). 
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In the FYE 2012, our other expenses amounted to RMO.4 
RMO.3 million in KISS. 

consisting mainly of an impairment loss on trade receivables of 

In the FYE 2011, our other expenses amounted to RM1.2 million, mainly due to a realised foreign exchange loss of RMO.8 m i ll ion 
due to strengthening of the RM during the financial year. The main contributors to the realised foreign exchange loss are KISS 
( RMO.4 mill ion), UTSS (RMO.1 million) and ISS (RMO.3 million). 

In the FYE 2010, our other expenses amounted to RM5.2 million, mainly due to a realised foreign exchange loss of RM2.8 mill i on ( in 
U SO) and an unrealised foreign exchange loss of RM2.2 million (in USO). The higher loss compared to the other financial years 
under review was due to a sharp decrease in the value of the USO in the FYE 2010. The main contributors to the unrealised foreign 
exchange loss are KISS ( RM2.0 million) and ISS ( RMO.2 million). The main contributors to the realised foreign exchange loss are 
KI SS ( RM2.4 million), UTSS ( RMO.2 million) and ISS (RMO.3 million). 

Going forward, our Group will enter into foreign exchange forward contracts to hedge a majority of our net exposure. Please refer to 
Section 5.10i) of this Prospectus for our efforts to mitigate foreign currency risk. 

13.2.6 Interest income 

Our interest income consists of interest income in respect of our cash and cash equivalents deposited with banks and other financial 
institutions. The table below shows our interest income for the financial years under review: 

FYE 2010 FYE 2011 FYE 2012 FYE 2013 

(RM'OOO) (RM'OOO) (RM'OOO) (RM'OOO) 

Interest income 38 104 144 1 50 

Change from FYE 2010 to Change from FYE 2011 to Change from FYE 2012 to 
FYE 2011 FYE 2012 FYE 2013 

(%) (%) 

Interest income 173.7 38.5 4.2 

increases in interest income over the financial years under review were due to increase in the amount of our cash and cash equivalents 
deposited with l icensed banks and/or increase in deposit interest rates accorded by said licensed banks. 
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13.2.7 F inance costs 

Our finance costs comprise main ly interest charges for bank borrowings which consist of term loans, h ire purchase payables, trade facilities 
and bank overdrafts uti l ised by our G roup.  The table below shows our finance costs for the financial years u nder review: 

Finance costs 

Finance costs 

FYE 20 1 0  

(RM'OOO) 

1 , 1 1 8 

FYE 201 1  

(RM'OOO) 

1 ,990 

FYE 201 2  

(RM'OOO) 

2,646 

Change from FYE 201 0 to Change from FYE 201 1 to Change from FYE 201 2 to 
___

__
_ FY

......:
E
=-=-

20
::.-

1
�
1 FYE 201 2  FYE 20 1 3  

(%) (%) (%) 

78.0 33.0 (5.5) 

FYE 201 3  

(RM'OOO) 

2,500 

For the FYE 201 3 com pared to the previous financial year, our finance costs decreased by RMO.1 mil l ion (15.5%), mainly due to a lower 
average interest rate of approximately 2 percentage points in the FYE 201 3. 

For the FYE 201 2 compared to the previous financial year, our finance costs i ncreased by RMO.6 mi l l ion (t 33.0%) due to the increase in 
interest expenses in relation to the h igher uti l isation of trade facilities including the new m ulti trade l ine obtained by ISB i n  the FYE 201 2. 

For the FYE 201 1 com pared to the previous financial year, our finance costs increased by RMO.9 mi l l ion (178.0%) due to an increase in 
interest expenses in relation to the h igher util isation of trade facil ities including the new mult i  trade l ine obtained by KISB in the FYE 201 1 .  
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1 3.2.8 PBT and PBT margin 

The table below shows our PBT for the financial years under review: 

FYE 201 0  FYE 201 1  

(RM'OOO) (RM'OOO) 

PBT 1 9,692 7 ,703 

Change from FYE 201 0 to Change from FYE 201 1 to 
FYE 201 1 FYE 201 2  

(%) (%) 

PBT (60.9) 88.6 

FYE 201 0  FYE 201 1  

(%) (%) 

PBT margin 1 2.5 4.2 

Change from FYE 201 0 to Change from FYE 201 1 to 
FYE 201 1 FYE 201 2 

(percentage (percentage 
points) points) 

PBT margin (8.3) 3.5 

FYE 2012 

(RM'OOO) 

1 4,530 

Change from 
FYE 201 2 

to FYE 201 3  

(%) 

1 48.8 

FYE 201 2 

(%) 

7 .7  

Change from FYE 201 2 to 
FYE 201 3 

(percentage 
points) 

7.9 

FYE 201 3  

(RM'OOO) 

36,1 44 

FYE 201 3  

(%) 

5.6 

For the FYE 20 1 3  compared to the previous financial year, our PBT increased by RM21 .6 m il l ion (1' 1 48.8%) whi le our PBT m argin i ncreased 
7.9 percentage points. This i ncrease was m ain ly due to the decrease in average latex concentrate price a nd h igher sales to the 

com m ercial m arket segment as detailed i n  Section 1 3 .2.3, offset by the increase i n  operati ng expenses of RM4.5 m il l ion .  
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For the FYE 201 2 compared to the previous financial year, our PBT increased by RM6.8 m il l ion  (,88.6%) while our PBT m argin i ncreased 
3 .5 percentage points. This i ncrease is i n  l i ne with our improved gross profits result ing from the decrease in average latex concentrate pr ices 
and higher sales to the commercial market segment as detai led in Section 1 3.2 .3 and due to the increase i n  foreign  exchange ga in of RM 1 .4 
m il l ion but offset bv higher operating expenses, specifically, the i ncrease i n  d istribution expenses of RM2.2 m il l ion .  

For the FYE 201 1 compared to the previous financial year, our PBT decreased by RM1 2.0 m il l ion (J60.9%) while our PBT margin decreased 
by 8.3 percentage pOints. This decrease is in l ine with our lower g ross profits achieved, contributed by the increase in average l atex 
concentrate prices as detai led in Section 1 3.2.3, offset by a decrease in foreign exchange losses (under other operating expenses) of RM4.2 
m il l ion. 

1 3.2.9 I ncome tax expense 

Our i ncome tax expenses com prise the year's provision for taxation, u nder or overprovision of taxation in previous years and deferred 
taxation .  The statutory tax rate appl icable to our Group was 25% for the financial years under review. The table below shows our i ncome tax 
expense and our effective tax rates for the financial years under review: 

FYE 201 0  FYE 201 1 FYE 201 2 FYE 201 3  

(RM'OOO) (RM'OOO) (RM'OOO) (RM'OOO) 

I ncome tax expense 3, 1 63 7 15  2 ,514  7,1 1 6  

Change from FYE 201 0 to Change from FYE 201 1 to Change from FYE 201 2 to 
FYE 201 1 FYE 201 2 FYE 201 3 

(%) (%) (%) 

Income tax expense (77.4) 251 .6 1 83.1 
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Tax rates 

tax rate 

Effective tax rate 

Tax rates 

Malaysian statutory tax rate 

Effective tax rate 

FYE 201 0  

(%) 

25 

1 6  

Change from FYE 201 0 to 
FYE 201 1 

(percentage 
points) 

(7) 

FYE 201 1  FYE 2 0 1 2  FYE 201 3 

(%) (%) ( %) 

25 25 25 

9 1 7 20 

Change from FYE 201 1 to Change from FYE 201 2  to 
FYE 201 2  FYE 201 3  

(percentage (percentage 
points) points) 

8 3 

Our effective tax rate, being tax expenses as a percentage of our ranges from approximately 9% to 20% which is l ower than the 
statutory tax rate of 25% for the financial years under review. Our Group enjoys a reinvestment al lowance ("RA") tax i ncentive u nder the 
Schedule 7 A of the I ncome Tax Act 1 967 where a qual ifying capital expend iture was incurred via the purchase of Dlant a nd 
KISB i n  the FYE 201 1 and FYE 201 2 . 

The RA is equ ivalent to 60% of the amount of cap ital expend iture i ncurred i n  relation to the qual ifying project. This al lowed us to ded uct the 
RA from 70% of our statutory business i ncome and any unuti l ised amount can be appl ied to reduce our future tax expenses. Hence, our 

is able to eniov a lower effective tax rate as opposed to the prevai l ing statutory tax rate . 

I n  addition ,  we were granted a tax i ncentive by the Board of Investment of Thai land which a l lows us to enjoy 1 3  years of tax incentives for 
condoms manufactured by ITL's current manufacturing facilities ( 1 00% tax exem ption for the first eight (8) years s ince their operatio n  ( i .e .  
from 2006 to 201 3) and 50% tax exem ption for the subsequent five (5) years ( i .e .  from 201 4 to 201 8)) .  In add ition, a s imi lar tax incentive wi l l  
be granted for the condoms to be produced by ITL's new manufacturing faci lities (expected to be completed by the end of 20 1 3) for the same 
d uration  ( 1 3 years from com pletion) .  

A l l  our Malaysian operating companies are considered smal l  enterprises under the I ncome Tax Act 1 967 where the chargeable income of the 
first RM500,000 of each com pany is subject to a corporate tax rate of 20% and the balance chargeable i ncome is subject to the statutory tax 
rate. 

235 



'"
'
I' 

I companyNo. 161 8579-U I 

1 3. FINANCIAL INFORMATION (Cont'd) 

For the FYE 201 3 com pared to the previous  financial year, our  i ncome tax increased by RM4.6 m il l ion ( , 1 83 . 1 %) due to the h igher PST 
recorded in the FYE 201 3 and h igher effective tax rate. The effective tax rate is higher compared to the previous financial years due to a 
lower uti l isation  of RA d uring the FYE 201 3.  

For the FYE 201 2 com pared to the previous financial year, our  i ncome tax expense i ncreased by RM1 .8 mi l lion (1251 .6%) due to h igher PST 
recorded in  the FYE 201 2 as well as a higher effective tax rate. The effective tax rate in  the FYE 201 1 is lower due to the purchase of six (6) 
automated ET machines amounting to approximately RMS mi ll ion,  allowing K ISS to uti l ise the corresponding RA i n  the same year. 

For the FYE 201 1 compared to the previous financial year, our income tax expense decreased by RM2.S  mi l l ion (1 77. 4%) due to lower PST 
recorded in the FYE 201 1 as well as a lower effective tax rate in the FYE 201 1 .  The lower effective tax rate in the FYE 201 1 is due to the 

of RA by KISS as stated above. 

(The rest of this page has been i ntentional ly l eft blank) 
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13.2.10 PAT 

The table below shows our PAT for the financial years under review: 

FYE 201 0  FYE 201 1  

(RM'OOO) (RM'OOO) 

PAT 16,529 6,988 

Change from FYE 20 1 0  to Change from FYE 201 1 to 
FYE 201 1 FYE 201 2 

("!o) ("!o) 

PAT (57.7)  72.0 

FYE 2010  FYE 201 1 

("!o) ("!o) 

PAT margin 10.5 3.8 

Change from FYE 2010 to Change from FYE 201 1 to 
FYE 201 1 FYE 201 2 

(percentage (percentage 
points) points) 

PAT margin (6.7) 2.6 

FYE 20 1 2  

(RM'OOO) 

12,016 

Change from FYE 201 2 to 
FYE 201 3 

("!o) 

141.6 

FYE 201 2 

("!o) 

6.4 

Change from FYE 201 2 to 
FYE 201 3  

(percentage 
points) 

6.1 

FYE 2 0 1 3  

(RM'OOO) 

29,028 

FYE 20 1 3  

("!o) 

12.5 

The i ncrease/ decrease i n  our PAT and PAT margin is  a d i rect resu lt of the increase/decrease in our PBT after accounting for our  income tax 
expense for the financial years under review. Our PAT and PAT margin:  

increased by RM1 7 .0 m il l ion (j1 41 .6%) and 6.1 percentage points respectively for the FYE 201 3 compared to the p revious financial  
year; 

( i i )  increased by RM5.0 m il l ion ( j72.0%) and 2.6 percentage points respectively for the FYE 20 1 2  com pared to the previous financial 
year; and 

( i i i) decreased by RM9.5 m i l l ion 057.7%) and 6.7 percentage points respectively for the FYE 201 1 compared to the previous financial 
year. 
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1 3. F INANCIAL I N FORMATION (Cont'd) 

1 3.2.1 1 Liquid ity and capital resources 

( i )  Working capital 

Our bus iness has been fi nanced v ia a com bination of i nternal and external 
sources of funds. The internal sources of funds comprise our  shareholders' 
equity and cash generated from our operations. The external sources of 
funds com prise ma inly  credit terms granted by our suppl iers as wel l  as 
borrowings from financial institutions. Cash generated from operations is 
m ain ly from collections from customers . 

Our pri ncipal uti l isations of funds have been for working capita l ,  capital 
expend iture as we l l  as payment of operating and adm i nistrative expenses, 
and bank borrowings. As at 30 June 20 1 3, we have cash and cash 
equ ivalents of RM4 1 .3  m il l ion and bank borrowings of RM50.9 m i l l ion .  The 
total trade l ines and loan faci l ities avai lable to our  Group as at 30 June 201 3 
amounted to RM83 . 1  m i l l ion .  The above cash and cash equivalents and bank 
borrowings balances do not i nclude the expected proceeds to be received 
from the sale of Issue Shares . Our net current asset as at 30 June 20 1 3  is 
approxim ately RM47.7 m i l l ion .  

Our D i rectors are of  the op in ion that, based on our  past financial performance 
and future prospects, after taking into consideration the cash and cash 
equ ivalents, the expected funds to be generated from operating activ ities, the 
amounts ava i lable under our existing banking faci l it ies and the proceeds to 
be raised from the sale of Issue Shares, we wi l l  have adequate working 
capital to meet our  present and foreseeable requ irements for a period of 1 2  
months from the date of this Prospectus. 

( i i) Cash flow 

The summary of our cash flow based on the proforma consol idated cash flow 
statement (as set out in Section 1 3. 1  of th is Prospectus) is as follows: 

Net cash from operating activities 

Net cash used in investing activities 

Net cash from financing activities 

Net increase in cash and cash equivalents 

Effects of exchange rate changes 

Cash and cash equivalents at 1 July 20 1 2  

Cash a n d  cash equivalents a t  30 June 20 1 3* 

Note: 

Components of cash and cash equivalents as at 30 June 2013: 

Cash and cash equivalents 
Less: Fixed deposit pledged with a licensed bank 

Bank overdrafts 
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FYE 201 3  

(RM'OOO) 

40, 1 97 

( 1 6,783) 

1 0,81 3 

34,227 

3 

(899) 

33,331 

FYE 2013 
(RM'OOO) 

41,317 



1 3. FINANCIAL INFORMATION (Cont'd) 

Net cash flow generated from operat ing activities 

I n  the FYE 20 1 3 , our Group generated positive net cash of approximately 
RM40.2 m i l l ion from operating activities, cons isting primari ly of amount 
received in respect of our sale of condoms, catheters, probe cover and 
lubricati ng jel ly as well as adjustments for non cash items relating to 
depreciat ion, gain on d isposal of property, p lant and equipment, and 
unrea l ised foreign exchange loss. 

In add it ion, changes i n  working capital decreased by RMO.6 m il l ion due to the 
increase i n  inventories and a decrease i n  trade payables offset by a decrease 
in trade receivables. 

Net cash flow used in investing activities 

I n  the FYE 201 3, the net cash used in investing activities amounted to 
RM 1 6.8 m i l l ion . RM1 7.6 m il l ion was uti l ised for the purchase of equ ipment. 
The outflow above was off-set by an i nflow of RMO.8 m il l ion from d isposal of 
property, plant and equ ipment and interest received i n  the year. 

Net cash flow from financing activities 

Net cash received from financing activities i n  the FYE 201 3 amounted to 
RM1 0.8 m i l l ion .  Cash outflow consists of RM2.9 m i l l ion for payment of 
interest, RM1 .8  m i l l ion  for repayment of term loan, RM 1 .4 m i l l ion  for deposit 
pledged for financing facil it ies and RM1 .6 m il l ion for amount due to our 
Directors and shareholders . In this financial year, our Group drew down 
borrowings of RM1 9.3 m il l ion  to support our add itional working capital and 
capital expend iture needs. 

( i i i )  Restrictions on  the abi l ity of our  Subsidiaries to transfer funds 

We requ ire the consents from some of our Subsid iaries' bankers for 
declaration/payment of d iv idends from our Subsid iaries. Save as d isclosed 
above and in Section 5 .3  (v), our Group confirms there are no legal ,  financial, 
or econom ic restriction on the ab i l ity of our Subsid iaries to transfer funds to 
our Company in the form of cash dividends, loans or advances. 

I n  the event our Subsid iaries are not a ble to transfer funds to our Company or 
if our Com pany is restricted from declaring/paying d ividends, we may not be 
able to d istribute d ividends to our shareholders . If our Subsid iaries are not 
able to transfer funds to our Company and the funds are requ i red to meet our 
Group's working capital requ irements or if the funds are requ ired for our 
Group's capital expend iture, our growth and expansion may be restricted. 
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( iv) Borrowi ngs 

As at 30 June 201 3 ,  our Group's total outstanding bank borrowings is 
approximately RM50 .9 m i l l ion,  a l l  of which are interest-bearing and 
denom inated in RM and THB.  The details of the borrowings are set out 
below: 

Outstanding bank borrowings As at 30 June 201 3  

Long term borrowings (interest-bearing):  

- Term loan and h ire purchase payable 

Short term borrowings ( interest-bearing): 

- Bank overdraft 
- Term loan and hire purchase payable 
- Bankers' acceptance 

Total borrowings 

Gearing ratio (times)(7) 

Gearing ratio after our I PO(L) 

Notes: 

(RM'OOO) 

1 0,965 

453 
3,52 1  

35,923 

50,862 

0 .47 

0 .23 

(1) Computed based on total interest-bearing borrowings of RM50. 9 million over our total 
shareholders' funds attributable to our Group as at 30 June 2013 of RM10B.4 million. 

(2) Computed based on total interest-bearing borrowings of RM40. 9 million (after RM10.0 
million repayment using proceeds from the sale of our Issue Shares) over our total 
shareholders' funds attributable to our Group as at 30 June 2013 of RM17B.5 million 
upon completion of our IPO. 

As at 30 June 201 3, our Group's short term borrowings consist of bank 
overd raft, term loans, h ire purchase payables, and bankers' acceptance while 
our G roup's long term borrowings are term loans and hire purchase 
payab les . The effective i nterest rates of our borrowings are as follows : 

FYE 20 1 3  

Fixed rate borrowings 

Hire purchase 1 .98% - 7.03% 

Bankers' acceptance 2.05% - 6.25% 

Float ing rate borrowings 

Bank overdrafts 7.25% - 7.38% 

Term loans 5.69%-7.85% 

There was no default on payments or any known event that could g ive rise to 
a default s ituation, in respect of payments of either i nterest and/or principal 
sums i n  respect of any borrowings throughout the FYE 201 0 to the FYE 
201 3 .  
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As at the LPD, our total outstand ing bank borrowings is approximately  
RM45.0 m i l l ion .  As at the LPD,  our  Group is not  i n  breach of  any terms and 
condit ions or covenants associated with the credit arrangement or bank loan 
which can m aterial ly  affect our financial position and results or business 
operations, or the i nvestments by holders of securities in us .  

Currently, our  Group does not  have any interest rate hedging pol icy or any 
foreign borrowings. We wi l l  m onitor the interest rate movement and wi l l  take 
the necessary steps to m in im ise i nterest rate risk. We will endeavour to 
m a nage our interest rate risk by ma intai ning a m ix of fixed and floating rate 
borrowings where necessary.  However, no  assurance can be given that any 
future s ign ificant movement in i nterest rate wil l  not have a material adverse 
im pact on our business, operating resu lts and financial posit ion . 

(v) Treasury policies and objectives 

Our Group has been fund ing our operations through  our  i nternal source of 
funds includ ing cash generated from our operations and external source of 
funds.  Our external sources of funds cons ist of cred it terms granted by our 
suppl iers and borrowings from financial institutions. Our funding pol icy is to 
obta in the most su itable type of financing and favourable cost of funding 
whereas our treasury pol icy is to ma intain sufficient working capital to finance 
our  operations, coupled with adequate credit faci l ities to meet estimated 
comm itments ar is i ng from operational expenditu re a nd financial l iab i l it ies. 

The normal credit terms granted to our Group by our suppl iers ranges from 
90 to 1 20 days due to the good relationsh ip  which we have estab l is hed with 
our suppl iers. Our borrowings from financial institutions consist of short term 
and long term credit faci l it ies. Our short term borrowings are m ain ly h i re 
purchase payables, bankers' acceptance, and bank overdraft, which are 
m ainly used for trade financing and working capita l .  The interest rates for 
these short term borrowings are based on the market rates prevai l i ng at the 
dates of the respective transactions. 

Our long term borrowings are main ly  term loans and h i re purchase to finance 
our capita l expend iture such as the acqu isit ion of property, plant and 
m achinery. The in terest rates for these long term borrowings are usual ly 
prevai l i ng  base lend ing rate plus a margin  agreed upon by our bankers when 
the respective term loans were granted. 

Our  G roup endeavours to manage and review our debt portfol io, taking i nto 
account the i nvestment ho ld ing period and nature of our  assets and wil l 
ensure pro m pt repayments of interest and principa l .  
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(vi) Fi nancial instruments for hedg ing pu rposes 

The fu nctional and reporting currency of our Group is in RM . 

I n  the FYE 201 3,  91 .2% of our total revenue was denominated in foreign 
currencies. These currencies include USD, GBP, Euro and SGD. 

Over the financial years u nder review, our exposure to foreign currencies is  
as follows: 

Revenue 

Proportion of Group 
Amount revenue 

(RM '000) ('Yo) 

FYE 2010 142,633 90.6 

FYE 2011 167,938 92.4 

FYE 2012 173 ,611 92.0 

FYE 2013 210,999 91.2 

To m it igate foreign  currency r isk, we maintain accounts i n  USD,  GBP and 
Euro for business transacted i n  fore ign currencies. These foreign currency 
accounts are later used to m ake payments in the respective foreign 
cu rrencies incurred in our business, thus form ing a natural hedge to m i nimise 
our foreign cu rrency exchange risk exposure . Furthermore, we enter into 
foreign exchange forward contracts i n  relation to USD a nd GBP for hedging 
p urposes.  In add it ion, we constantly mon itor our foreign currency exchange 
r isk exposure and wil l  hedge our foreign currency exchange risk exposure as 
a nd when we consider necessary. 

For the fina ncial years u nder review, our Group had entered into various 
foreign exchange forward contracts with banking institutions to sell foreign 
currencies at agreed prices for fixed periods of time.  Our foreign exchange 
contracts forward were m ainly converting sales receipts denominated in 
foreign currency to RM. 

(vi i )  Capital expenditures 

For the financial years u nder review, our cap ital expenditures were mainly 
acq u is ition of property, plant and machinery which is in l ine with our efforts to 
expand our business operations and capacity expansion. Save as disclosed 
i n  Sections 4 .9 , 6.5 and  1 2 .3 of th is  Prospectus, we do not have any m aterial 
plan on capital expend iture as at the LPD. 
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(vi i i )  Material capital commitments 

As at the LPD, save as disclosed in the tab le below, there are no material 
capital com m itments incu rred or known to be i ncurred by our Group that has 
not been provided for, which upon becoming enforceable, may have a 
material im pact on our financial  resu lts/position. 

Material commitments RM' 000 

Approved and contracted for: 

Purchase of machinery and equipment 1 ,920 

The m ajority of our capital commitments as at the LPD were related to capital 
expenditures with respect to i nvestments in machinery and equ ipment to 
cater for future expansion .  We expect to meet our capital com mitments 
through our cash and cash equ ivalents on hand, cash generated from future 
operations and financing activities. 

(ix) Contingent l iab i l it ies 

As at the LPD, there are no contingent l iab i l ities , which in the opinion of our 
Board , wi l l  or may substantia l ly  affect our financial resu lts or position upon 
beco ming enforceable. 

(x) Material l it igation, claims or arbi tration 

As at the LPD, there are no material l itigations, c laims or arb itration which , 
u pon becoming enforceable, may have a material adverse effect on  our 
results of operations or financia l  cond ition of our Group. 

(xi) Key finan cial ratios 

The key fi nancial ratios of our Group for the financial years under review are 
as fol lows : 

FYE 201 0  FYE 201 1 FYE 201 2  FYE 201 3 
-----

.

-

Trade receivables 85 72 1 1 2 78 
turnover days (1) 

Trade gayables turnover 8 1  76 78 65 
days ( 

Inventory turnover days (0) 1 1 0  1 1 5  1 07 1 01 

Current ratio (times) (4) 1 . 1 3  1 . 1 6  1 .28 1 .48 

Notes: 

(1) Trade receivables as at the date of financial position over revenue for the financial 
year multiplied by days within the financial year. 

(2) Trade payables as at the date of financial position over cost of goods sold for the 
financial year multiplied by days within the financial year. 

(3) Inventory as at the date of financial position over cost of goods sold for the financial 
year multiplied by days within the financial year. 

(4) Current assets over current liabilities as at the date of financial position. 
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Trade receivables turnover 

Credit period granted to our  custo mers are assessed and approved on a 
case-to-case basis but general ly ra nges from 90 to 1 20. 

Our trade receivables turnover periods for the financial years under review 
are below 1 20 days. Our trade receivables turnover as at FYE 201 3 was 78 
days as our  revenue improved i n  tandem with the i ncrease i n  sales of 
condom s .  The increase of trade receivables turnover days in FYE 201 2 
compared to FYE 201 1 is due to our large order sales from com mercial ,  
tender and OBM markets amounting to RM5.8  m i l l ion, RMS.5 m il l ion and 
RM 1 .2 m il l ion ,  respectively near the end of FYE 201 2 . 

The ageing analys is of our Group's trade receivables as at 30 J u ne 201 3 are 
as fol lows: 

Trade 
receivables 
(RM'OOO)  

% of total 
trade 
receivables 

% collected 
as at the LPD 

30 to 60 60 to 90 
<30 days days days 

_._- -_._- -_._-

1 3,683 1 0,978 8,047 

27.6 22.1 1 6 .2 

58.1  66.1 69.8 

90 to 1 20 > 1 20 
days days Total 

4,91 8 1 2 ,021 49,647 

9.9 24.2 1 00.0 

39.5 49.1  57.8 

65 .9% of our trade receivables balance is  with in  the credit period of 90 days 
as at 30 June  201 3.  

As at the LPD, we have col lected 39.5% of our trade receivables i n  the '90 to 
1 20 days' segm ent and 49.1 % in the 'above 1 20 d ays' segment. The 
outstand ing  rece ivables were m ainly from customers who have been granted 
extensions of cred it period . Outstandi ng debts amounting to RM2 .S m il l ion  
(representi ng 56. 1 %)  i n  the '90 to  1 20 days '  segment and  RM2.8 m i l l ion 
( re presenting 22 .9%) i n  the 'above 1 20 days' segment have been arranged 
for transm iss ion to our Gro u p  with in 30 days from the LPD. Notwithstanding 
the above, our Board confi rms that the remain ing sum in  the '90 to 1 20 d ays' 
segment a nd 'above 1 20 days' segment can be col lected based on our  long 
stand ing and good relationsh ip  with our customers. 

Trad e payab les tu rnover 

The norm al payment credit period granted by our suppl iers ranges from 90 to 
1 20 days. Our  Group believes that the t imely settlement  of our trade 
payables wi l l  benefit our Group for more favourable pricings from our 
suppl iers . The tim ely settlement also enhances our good relationsh ip with 
these supp l iers. 

General ly.  over the past three financial years u nder review our payables 
turnover period is  with in the specified credit period. Our payables turnover 
period is within the credit period granted by our su ppl iers. 
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The ageing analysis of our trade payables as at 30 June 201 3 are as follows : 

90 to 
<30 30  to 60 60 to 90 1 20 > 1 20 

days days days Total 
-.�.--

Trade 1 3,887 9 , 1 90 4,274 977 2 , 1 68 30,496 
payables 
(RM'OOO) 

% of total 45.6 30 . 1  1 4.0  3.2 7 . 1  1 00.0 
trade  
payables 

% settled as 80.9 97 .6  93.5 90A 90.7 88.7 
at the LPD 

From the table above, 92.9% of our trade payables balance is within the 
credit period granted by our suppliers as at 30 June 201 3 . 

Inventory turnover 

Our  inventory consist of finished goods, raw m aterials, work-in-progress and 
consumable goods .  Our inventory management system does not include a 
standard inventory re-order level .  Our raw materials are replenished based 
on forthcoming or forecasted sales orders provided by our customers 
(ranging from three (3) to six (6) months) as wel l  as the raw material prices.  
We m aintain a sustainable level of raw materials to s u pport our 
manufacturing operations,  to red uce lead time for manufacturing and prevent 
shortages of raw m aterials . The amount of work-in-progress and  finished 
goods is mainly affected by the timing of the shipment to our customers. This 
inc l udes the time required for our  customers to com plete their prod uct testing 
prior to accepting the shipment delivery which usually ta kes up to 
approximately three (3) to four  (4) weeks. 

Our Group's inventory levels for the FYEs 201 0 to 201 3 are as follows: 

As at 30 June As at 30 June As at 30 June As at 30 June 
201 0  201 1  201 2  201 3  

Inventory 35,21 1 49 ,395 45,622 47,22 1  
(RM'OOO) 

Inventory 1 1 0 1 1 5 1 07 1 0 1  
turnover 
days (days) 

Our inventory turnover days for the FYEs 201 0  to 20 1 2  are in the range of 
1 07 to 1 1 5 days and red uced to 1 0 1 days in  the FY E 201 3 . 

Our  inventory turnover days was higher in the FYE 201 1 com pared to the 
FY E 20 1 0  because of higher inventory level due  to the increase in latex 
concentrate price (June 201 1 average: 923.07 sen/kg com pared to June 
20 1 0  averag e: 709 . 77 sen/kg) and the additional inventory stocked to cater 
for the additional condom dipping lines. 
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Inventory turnover days reduced slightly to 107 days in the FYE 2012 
because of lower latex concentrate price (June 2012 average: 664 sen/kg 
compared to June 2011 average: 923 sen/kg) offset by stock up of other 
materials and finished goods pending delivery. 

Our inventory turnover days for the FYE 2013 reduced to 101 days as our 
total cost of goods sold increased in tandem with the increase in sales of 
condoms. 

Current ratio 

Current 
assets 
(RM'OOO) 

Current 
liabilities 
(RM'OOO) 

Current ratio 
(times) 

As at 30 June As at 30 June As at 30 June As at 30 June 
2010 2011 2012 2013 

84,891 99,761 117,457 146,678 

75,172 86,196 91,569 99,010 

1.13 1.16 1.28 1.48 

Our current ratio has been increasing over the financial years under review 
and fall within the range of 1.13 to 1.48. 

Our current ratio for the FYE 2011 was marginally higher than the FYE 2010 
due to an increase in our inventory, offset by an increase in trade payables, 
both attributable to the increase in latex concentrate price. 

Our current ratio increased for the FYE 2012 compared to the FYE 2011 due 
to higher receivables of RM12.0 million contributed by large order sales near 
the end of the FYE 2012. 

Our current ratio increased in the FYE 2013 compared to the FYE 2012 due 
to an increase in cash and cash equivalents of RM32.8 million from our 
earnings and loans and borrowings. 

13.2.12 Trend analysis 

The following discussion regarding industry trends includes forward-looking 
statements that involve risks and uncertainties. Actual results may differ materially 
from those projected in these forward-looking statements. 

As at the LPD, due to the fact that our products are for general applications that are 
not tied to any seasonality factors, our operations have not been and are not 
expected to be affected by any of the following: 

(i) Known trends, demands, commitments, events or uncertainties that have had 
or that we reasonably expect to have, a material favourable or unfavourable 
impact on our financial performance, position and operations other than those 
discussed in this section and in Sections 5, 7 of this Prospectus and the IMR 
Executive Summary (Section 8 of this Prospectus), especially fluctuations in 
the latex concentrate pricing discussed in Sections 5.1 (i), 7.12, 13.2.2(i) of 
this Prospectus and Section 1.6.2 of the IMR Executive Summary; 
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(ii) Material commitment for capital expenditure save as follows: 

• manufacturing equipment in the Malaysian and Thai manufacturing 
facilities to increase our production capacity; and 

• further expansions to our manufacturing facilities in Klang and Hat Yai. 

Further details of our material commitments are disclosed in Sections 4.9, 
6.5, 12.3 and 13.2.11 (viii) of this Prospectus; 

(iii) Unusual, infrequent events or transactions or any significant economic 
changes that have affected the financial performance, position and 
operations of our Group save as follows: 

• the minimum wage policy introduced by the Malaysian government; and 
• shortage of foreign labours due to the implementation of the 6P 

programme; 

For further details, please refer to Sections 5.1 (v) and 7.6 of this Prospectus; 

(iv) Known trends, demands, commitments, events or uncertainties that have had 
or that we reasonably expect to have, a material favourable or unfavourable 
impact on our Group's liquidity and capital resources and which are 
reasonably likely to make our historical financial statements not indicative of 
the future financial performance and position, other than those discussed in 
this section and in Section 13.2.11 of this Prospectus. 

Information on our business and prospects, sales and costs is set out in Sections 7, 
13.2.1 and 13.2.2 of this Prospectus respectively. Discussion on the overview of the 
condom industry, its prospects and outlook are further elaborated in Section 8 of this 
Prospectus. 

Given the favourable outlook of the condom industry as set out in Section 8 of this 
Prospectus, our future plans, competitive strengths and advantages as set out in 
Section 7.18 of this Prospectus, our Board is optimistic about the future prospects of 
our Group. 

(The rest of this page has been intentionally left blank) 
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13.3 Capitalisation and indebtedness 

The following information should be read in conjunction with the Report on the compilation of 
proforma consolidated financial information and the Accountants' Report set out in Sections 
13.1 and 14 of this Prospectus respectively. 

The following table shows our cash and bank balances, capitalisation and indebtedness: 

(I) based on our proforma financial position as at 30 June 2013; and 

(II) as adjusted for the expected proceeds arising from the sale of the Issue Shares. 

Indebtedness 

Current 

Bank overdraft 

Term loans and hire purchase 
payable 

Bankers' acceptance 

Non-current 

Term loans and hire purchase 
payable 

Total indebtedness 

Shareholders' equity 

Total capitalisation and 
indebtedness 

Gearing 

13.4 Order book 

(I) 

As at 
30 June 2013 

(RM' OOO) 

453 

3,521 

35,923 

10,965 

108,397 
.. __ ...... _-----

(II) 

After IPO 

(RM' OOO) 

453 

3,521 

25,923 

10,965 

40,862 

178,454 

21 6 

0.47 0.23 

In general, we do not commit to long-term orders with our customers. It is a common practice 
in the condom industry to commence production from confirmed purchase order. As such, our 
"order book" is based on purchase orders of approximately 45 to 90 days. Accordingly, our 
"order book" of 45 to 90 days may not be indicative of our revenue for any succeeding period. 

Notwithstanding the above, the absence of long-term contracts does not hamper our revenue 
growth as evidenced by our strong sales track record. As at the LPD, 60% of our top ten (10) 
customers have established strong relationship with us for more than six (6) years. Our long
term customer relationship is a testament of customers' loyalty that provides a basis for our 
business stability and sustainability. 

Based on the results of our last four (4) financial years, we achieved a CAGR of 13.7% in our 
revenue. 
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13.5 Impact of inflation 

We do not believe that inflation has a material impact on our financial performance for the 
financial years under review. Although we believe that we will be able to pass on any future 
increase in manufacturing cost to our customers, we cannot assure you that any future 
increase in inflation rates will not have an impact on our business and financial performance. 

13.6 Government! economic! fiscal! monetary policies 

Risks relating to government, economic, fiscal or monetary policies, which may materially 
affect our operations, are set out in Section 5 of this Prospectus. Save for the risks disclosed 
in Section 5 of this Prospectus, there are no government, economic, fiscal or monetary 
policies or factors that have had a material impact on our profitability and financial position. 

13.7 Breac h of terms and conditions ! covenants associated with credit arrangement! bank 
loan 

Our Directors confirm that as at the LPD, our Group is not in breach of any terms and 
conditions or covenants associated with credit arrangement or bank loan, which can 
materially affect our financial results or business operations, or the investments by holders of 
securities in our Group. 

13.8 Dividend policy 

It is our Board's policy to recommend dividends to allow our shareholders to participate in the 
profits of our Group. However, our ability to declare dividends or make other distributions to 
our shareholders in the future years is subject to various factors such as having profits and 
excess funds, which are not required to be retained to fund our business. 

Our Board will consider the following factors that they currently intend to apply when 
recommending dividends for approval by our shareholders or when declaring any interim 
dividends: 

(i) the level of cash and level of indebtedness; 

(ii) required and expected interest expense, cash flow, our profits and return on equity 
and retained earnings; 

(iii) our expected results of operations and future level of operations; 

(iv) our projected levels of capital expenditure and other investment plans; and 

(v) written consent from certain financial institutions to declare dividends (as disclosed in 
Section 13.2.11 (iii) of this Prospectus). 

The payment and amount of any dividends or distributions to our shareholders will be at the 
discretion of our Board and will depend on factors stated above. There can be no assurance 
as to whether the dividend distribution will occur as intended, the amount of dividend payment 
or timing of such payment. 
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