STEMLIFE BERHAD








(Company No. 566770-D)

(Incorporated in Malaysia under the Companies Act, 1965)
FOURTH QUARTERLY REPORT FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2007
Condensed Consolidated Income Statement 

For the Fourth Quarter ended 31 December 2007
(The figures have not been audited)

	
	Individual Quarter
	Cumulative Quarter

	
	Current Year

Quarter 

31.12.2007
	Preceding Year

Quarter

31.12.2006
	Current Year

To Date

31.12.2007
	Preceding Year

Corresponding Period

31.12.2006

	
	
	
	
	

	
	(RM’000)
	(RM’000)
	(RM’000)
	(RM’000)

	Revenue
	4,426
	4,796
	20,592
	14,578

	Costs of sales
	(2,835)
	(2,953)
	(11,152)
	(7,764)

	Gross profit
	1,591
	1,843
	9,440
	6,814

	Other operating income
	138
	96
	589
	118

	Administrative expenses
	(1,160)
	(823)
	(4,448)
	(2,759)

	Profit from operations
	569
	1,116
	5,581
	4,173

	Interest expense
	-
	(1)
	-
	(4)

	Share of associated company’s results
	(123)
	(48)
	(117)
	(367)

	Profit before taxation(“PBT”)
	446
	1,067
	5,464
	3,802

	Taxation
	-
	(1)
	(8)
	(7)

	Profit after taxation (“PAT”)
	446
	1,066
	5,456
	3,795

	Gross earning per share (“EPS”) (sen)
	0.27
	0.68*
	3.31
	3.23*

	Net EPS (sen)
	0.27
	0.67*
	3.31
	3.22*

	Effective Tax Rate (%)
	-
	0.09
	0.15
	0.18


Note:

*
Based on the weighted average number of shares in issue.

The Condensed Consolidated Income Statement should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2006.

STEMLIFE BERHAD

(Company No. 566770-D)

(Incorporated in Malaysia under the Companies Act, 1965)
Condensed Consolidated Balance Sheet

As at 31 December 2007
	
	Unaudited

As at end of

Current Quarter

31.12.2007
(RM’000)
	Audited

As at Preceding

Financial Year Ended

31.12.2006
(RM’000)

	Non-current assets
	
	

	Property, plant and equipment
	5,160
	3,723

	Investments
	6,062
	6,180

	
	
	

	Current assets
	
	

	Trade receivables
	7,536
	3,051

	Other receivables and deposits
	963
	88

	Amount due from associated company
	11
	33

	Inventory
	531
	-

	Cash and cash equivalents
	29,159
	24,715

	
	38,200
	27,887

	Current Liabilities
	
	

	Trade payables
	657
	419

	Advance payment
	8,524
	2,152

	Other payables and accruals
	2,416
	776

	Amount due to directors
	-
	423

	Provision for taxation
	13
	14

	
	11,610
	3,784

	
	
	

	Net current assets
	26,590
	24,103

	
	
	

	Net assets
	37,812
	34,006

	
	
	

	Financed by:
	
	

	Share capital
	16,500
	16,500

	Reserves
	21,312
	17,506

	
	
	

	Shareholders’ funds
	37,812
	34,006

	
	
	

	
	
	

	Net asset (“NA”) per share (sen)
	22.92
	20.61

	
	
	


The Condensed Consolidated Balance Sheet should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2006.

STEMLIFE BERHAD

(Company No. 566770-D)

(Incorporated in Malaysia under the Companies Act, 1965)
Condensed Consolidated Statement of Changes in Equity

For the Fourth Quarter ended 31 December 2007
(The figures have not been audited)

	
	Issued and paid-up share capital

(RM’000)
	Share premium

(RM’000)
	Unappropriated profit

(RM’000)
	Total

(RM’000)

	Balance as at 1 January 2007
	16,500
	11,698
	5,808
	34,006

	Net profit for the period
	
	
	5,456
	5,456

	Dividend paid
	-
	-
	(1,650)
	(1,650)

	Balance as at 31 December 2007
	16,500
	11,698
	9,614
	37,812

	
	
	
	
	

	
	
	
	
	

	Balance as at 1 January 2006
	7,000
	-
	2,037
	9,037

	Issue of new shares
	9,500
	13,200
	-
	22,700

	Listing expenses
	
	(1,502)
	
	(1,502)

	Net profit for the period
	-
	-
	3,771
	3,771

	Balance as at 31 December 2006
	16,500
	11,698
	5,808
	34,006


The Condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2006.

STEMLIFE BERHAD

(Company No. 566770-D)

(Incorporated in Malaysia under the Companies Act, 1965)
Condensed Consolidated Cash Flow Statement

For the Fourth Quarter ended 31 December 2007
(The figures have not been audited)

	
	Current Year To Date Ended

31.12.2007
(RM’000)
	Corresponding Year To Date Ended

31.12.2006
(RM’000)

	CASH FLOWS FROM OPERATING ACTIVITIES
	
	

	Cash Inflow
	
	

	Receipts from customers
	16,107
	12,447

	
	
	

	Cash Outflow
	
	

	Payment to suppliers
	11,094
	7,243

	Payment for overheads
	3,701
	1,775

	
	14,795
	9,018

	
	
	

	Net cash flow from operating activities
	1,312
	3,429

	
	
	

	CASH FLOWS FROM INVESTING ACTIVITIES
	
	

	Purchase of properties, plants and equipments
	(2,192)
	(1,164)

	
	
	

	CASH FLOW FROM FINANCING ACTIVITIES
	
	

	Cash Inflow
	
	

	Issue of new shares
	-
	22,700

	Advance payments 
	6,371
	1,686

	Amount owing by associated company
	23
	-

	Disposal of investment
	-
	3,533

	Other income
	589
	119

	
	6,983
	28,038

	Cash Outflow
	
	

	Dividend paid
	1,650
	-

	IPO expenses
	-
	1,409

	Investment in unquoted company
	-
	6,000

	Repayment of lease finance
	-
	21

	Taxation paid
	10
	24

	Amount owing by associated company
	-
	28

	Interest expense
	-
	4

	
	1,660
	7,486

	Net cash flow from financing activities
	5,323
	20,552

	NET INCREASE IN CASH AND CASH EQUIVALENTS
	4,443
	22,817

	CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD
	24,716
	1,898

	CASH AND CASH EQUIVALENTS AT END OF PERIOD
	29,159
	24,715


The Condensed Consolidated Cash Flow Statement should be read in conjunction with the Audited Financial Statements for the financial year ended 31 December 2006.

STEMLIFE BERHAD

(Company No. 566770-D)

(Incorporated in Malaysia under the Companies Act, 1965)
Notes To The Interim Financial Report For The Financial Period Ended 31 December 2007
1.
Accounting Policies
The interim financial statements have been prepared in accordance with the FRS 134 Interim Financial Reporting and Chapter 7 Part VI (Appendix 7A) of the Listing Requirements of the Bursa Malaysia Securities Berhad (“Securities Exchange”) for the MESDAQ Market. The same accounting policies and methods of computation are followed in these interim financial statements as compared with the annual financial statements for the year ended 31 December 2006.

The interim financial report should be read in conjunction with the audited financial statements of StemLife Berhad (“StemLife” or “Company”) and its subsidiary and associated companies (“the Group”) for the financial year ended 31 December 2006.  
2.
Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 31 December 2006 was not qualified.

3.
Seasonal and Cyclical Factors

The Group’s business operation results were not affected by any seasonal or cyclical factors.

4.
Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flow 

There were no unusual items affecting the assets, liabilities, equity, net income or cash flow during the current financial quarter under review, that are unusual by reason of their nature, size or incidence.

5.
Changes in Estimates
There were no changes in estimates of amounts reported in prior financial years, which have a material effect on the current financial quarter under review.

6.
Debt and Equity Securities

There were no issuance, cancellation, repurchase, resale and repayment of debts for the current financial quarter under review.
7.
Dividends Paid

For the financial year ended 31 December 2006, the Company had on 20 July 2007, paid a total dividend of RM1,650,000 consisting of a first and final tax exempt dividend of 10% which was approved in the Company’s Annual General Meeting held on 21 May 2007.

8.
Segmental Information
The Group operates predominantly in Malaysia and is principally involved in the provision of stem cell banking services. As such, the financial information by geographical and industry segments of the Group’s operations are not available for presentation.

9.
Valuation of Property, Plant and Equipment

There has been no valuation on any of the Group’s property, plant and equipment during the current financial quarter under review.


10.
Subsequent Events
There were no material events subsequent to the end of the current financial quarter under review that has not been reflected.

11.
Changes in the Composition of the Group
StemLife incorporated a new subsidiary company, namely StemVet Sdn Bhd (“StemVet”) on 14 November 2007 which is meant to conduct business in banking of animal stem cells and the provision of services including the collection, testing, processing, storage, culture and production of animal cells and animal cells therapies or treatment. 
The shareholders of StemVet were initially StemLife and SL Therapeutics Sdn Bhd (“SL Therapeutics”) holding 1 ordinary share of RM0.10 each in StemVet respectively. Subsequently, the 1 ordinary share held by StemLife was transferred to SL Therapeutics making StemVet a wholly-owned subsidiary company of SL Therapeutics which in turn is a wholly-owned subsidiary of StemLife.
For further information on the internal reorganization within the group of companies, please refer to the announcement made on 13 February 2008, entitled ‘Internal Reorganisation Within the Subsidiary Companies of StemLife Berhad’.
12.
Contingent Liabilities
There were no changes in the contingent liabilities since the last annual balance sheet date as at 31 December 2006.

13.
Taxation

The taxation figures are as follows:

	
	Current Quarter

(RM’000)
	Cumulative

Year to Date

(RM’000)

	Estimated current tax payable
	-
	8


The effective tax rate for the cumulative year to date is 0.15%, as compared to the statutory tax rate of 28%. The lower effective tax rate is due to the company’s income from approved MSC activities not subjected to income tax.

14.
Unquoted Securities and/or Properties

There were no purchases or disposals of any unquoted securities and/or properties for the current financial quarter and financial period year to date.
15.
Quoted Securities
There were no purchases or disposal of any quoted securities for the current financial quarter. 
We refer to the quarterly announcements made for the quarter ended 31 March 2007 and 30 June 2007.  It was reported that there has been investments made in the form of money market securities amounting to RM13.08 million up to 30 June 2007 as shown in the cashflow statement of the report for the period ended 30 June 2007. Kindly be informed that it is not an investment which were made but rather be considered an alternative to fixed deposit based on the characteristics of the instrument in which money has been placed in.  
16.
Status of Corporate Proposal

There was no corporate proposal announced but not completed as at the date of this announcement.
17.
Status of Utilisation of Proceeds from public issue
StemLife was listed on 17 October 2006. The gross proceeds of RM13.2 million from the public issue are expected to be fully utilised by the Group as follow:

	Purpose
	Proposed

Amount

RM’000
	Intended Timeframe for Utilisation
	Actual
Utilisation

RM’000
	Balance

RM’000
	% Unutilised
	Explanations

	Third laboratory
	2,600
	Within 3 years from 17 October 2006
	-
	2,600
	100.0
	^

	Laboratory equipments
	3,000
	Within 3 years from 17 October 2006
	453
	2,547
	84.9
	^

	Logistics expansion
	600
	Within 3 years from 17 October 2006
	230
	370
	61.7
	^

	Branches expansion
	2,500
	Within 3 years from 17 October 2006
	52
	2,448
	97.9
	^

	Working capital
	2,500
	-
	2,998
	(498)
	-
	*

	Listing expenses
	2,000
	-
	1,502
	498
	-
	*

	
	13,200
	
	5,235
	7,965
	60.34
	


Notes:

^
The approved timeframe for utilisation is 3 years from the date of listing.

*
The under utilisation of the listing expenses was adjusted to working capital and utilised fully in the 1st quarter of 2007.
18.
Group Borrowings
As at the date of this announcement, the Group does not have any borrowings.

19.
Financial Instruments
As at the date of this announcement, there are no off balance sheet financial instruments 

20.
Material Litigations

There are no material litigations against the Group or taken by the Group as at the date of this announcement.

21.
Performance of the Group

The Group posted revenue of approximately RM4.4 million for the current financial quarter. This represents a decrease of approximately 8% as compared to that achieved in the preceding year corresponding quarter. This was a result of slight decreased in the number of signed-up cases due to StemLife not introducing any new promotional packages during the festive period in December 2007 as compared to the same period in 2006 and adverse publicity with regards to the stem cells industry. (“PAT”) decreased by approximately RM0.6 million to RM0.4 million for the current financial quarter as compared to preceding year corresponding quarter, mainly due to the additional cost associated with the new packages and general increase in cost of sales, marketing and administrative expenses.
For the 12 months year to date (“YTD”), the Group registered revenue of RM20.6 million as compared to RM14.6 million for the corresponding period of the preceding year, representing a 41% increase. The 12 months YTD PAT increased by RM1.66 million to RM5.5 million as compared to the corresponding period in the preceding year, representing a 43.8% improvement. The increase is generally in line with the growth in revenue but the overall result was however hampered by the result of Thai StemLife Company Ltd registering a loss.
22.
Comparison with preceding quarter

	
	Q4 2007

RM’000
	Q3 2007

RM’000

	Revenue
	4,426
	5,301

	Profit Before Tax (PBT)
	446
	1,060

	Profit After Tax (PAT)
	446
	1,057


For the quarter under review, the Group recorded revenue of RM4.4 million representing a decrease of approximately 16% compared with RM5.3 million recorded in the preceding quarter. The decrease in revenue is a result of the decrease in the number of signed up cases. PBT and PAT decrease by 58% and this is due to increase in advertising and marketing expenses and additional cost associated with the new packages and general increase in cost of sales and administration. 
23.
Prospect of the Group


On 12 November 2007, StemLife received from Bursa Malaysia Securities Berhad, a query on an article entitled “StemLife expects net profit to surge” appearing in the New Straits Times, Biz News, page 34 on Saturday, 10 November 2007 which states that “StemLife Bhd expects its net profit to surge 58 per cent to RM6 million for financial year ending December 31 2007 …”.



StemLife clarified on 13 November 2007 that that StemLife’s prospectus dated 28 September 2006 (“Prospectus”) issued in conjunction with its initial public offering has stated that the consolidated profit after tax for the financial year ending 31 December 2007 is forecasted to be RM6,054,000 (“2007 Forecast PAT”). The quoted statement appearing in the New Straits Times page 34 on Saturday, 10 November 2007 is reflective of the forecast stated in the Prospectus. At the time of the statement, the Company believed that, based on its unaudited financial results of the Group for the period ended 30 September 2007, it would meet the financial forecast. However, due to some variances in the earnings from its associated company in Thailand as well as higher operational expenses, the Group registered a slight variance which is further explained in Section 24 of this quarterly report. 
However, barring any unforeseen circumstances, the Directors of StemLife are of the opinion that the results for the financial year ending 31 December 2008 will be satisfactory as we will endeavor to continue our efforts to increase the awareness of the benefits of stem cell banking and services of our Group within our community and other communities we serve.

24.
Variance from Profit Forecast

The Group issued a profit forecast for the financial year ended 31 December 2007 in the Prospectus dated 28 September 2006 and the comparison is as follows:

	
	Actual for the FY ended 31.12.07@
	Forecast for FY ending 31.12.07
	Variance

	
	RM’000
	RM’000
	RM’000
	%

	Profit After Tax (PAT)
	5,456
	6,054
	(598)
	(9.88)


@ Unaudited

The negative variance of RM598,000 at the PAT level is primarily due to the followings:

i)
The associated company, Thai StemLife Company Ltd was expected to register a profit for the financial year ended 31 December 2007 in which StemLife would have accounted for a share of its profits. However, the share of the actual unaudited result of the associated company is a loss of RM117,000, resulting from higher than expected marketing expenses, thereby creating a variance from the forecast amounting to RM617,000; and higher than expected marketing expenditure.
ii)
An increase in administrative expenditure in payroll costs from higher number of new staff recruited in the financial year 31 December 2007 as compared to the forecast number and higher bank charges due to introduction of new installment-based packages in the financial year ended 31 December 2007.


25.
Dividends
No dividends were declared during the current financial quarter under review.

26.
EPS

i.
Basic

The basic EPS is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.

	
	Current Year

Quarter

31.12.2007
(RM’000)
	Current Year

To Date

31.12.2007
(RM’000)

	Net profit attributable to ordinary shareholders
	446
	5,456

	Number of ordinary shares of RM0.10 each in issue (‘000s)
	165,000
	165,000

	Basic EPS (sen)
	0.27
	3.31


ii.
Diluted

The company does not have any convertible shares or convertible financial instruments for the current financial quarter and financial period year to date.

By Order of the Board

Chin Kim Fung

Secretary

29 February 2008
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