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INTERIM FINANCIAL REPORTS

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

The Directors of KPJ Healthcare Berhad are pleased to announce the financial results for the Group for the three months ended 31 March 2003.

The interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002.

UNAUDITED CONDENSED CONSOLIDATED INCOME STATEMENT

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003


Note
            3 months ended
            3 months ended


31.3.2003
31.3.2002
31.3.2003
31.3.2002


RM’000
RM’000
RM’000
RM’000

Revenue

103,801
36,900
103,801
36,900

Cost of sales

(62,772)
(27,338)
(62,772)
(27,338)



(((((((
────(──
(((((((
─────(─
Gross profit

41,029
9,562
41,029
9,562

Other operating income

2,801
891
2,801
891

Administrative and other

  operating expenses

(33,145)
(7,049)
(33,145)
(7,049)



(((((((
────(──
(((((((
────(──
Profit from operations

10,685
3,404
10,685
3,404

Finance cost

(4,763)
(27)
(4,763)
(27)

Share of results of associated

  companies

167
0
167
0



(((((((
────(──
(((((((
────(──
Profit from ordinary activities

  before tax
B1

6,089
3,377
6,089
3,377

Taxation
B5
(1,913)
(1,174)
(1,913)
(1,174)

Share of tax of associated

  companies

(56) 
0
(56)
0



(((((((
────(──
(((((((
────(──
Profit from ordinary activities

  after tax

4,120
2,203
4,120
2,203

Minority interest

258
(31)
258
(31)



(((((((
────(──
(((((((
────(──
Net profit attributable to

  shareholders

4,378
2,172
4,378
2,172



(((((((
════(══
(((((((
════(══
Dividend per share (sen)
A7
5
0
5
0



(((((((
════(══
(((((((
════(══
Earnings per share (sen)
B13

- Basic

2.29
4.53
2.29
4.53

- Diluted

0
0
0
0



(((((((
════(══
(((((((
════(══
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

AS AT 31 MARCH 2003




Audited


Note
31.3.2003
31.12.2002
NON CURRENT ASSETS

RM’000
RM’000

Property, plant and equipment
A9
518,082
515,048

Associated companies

8,792
8,681

Investments

1,954
1,954

Training costs

18,226
18,146

Goodwill on consolidation
A1
70,580
71,303



((((((((
─────(──


617,634
615,132



((((((((
─────(──
CURRENT ASSETS

Inventories

16,262
15,958

Trade and other receivables

86,300
66,922

Tax recoverable

5,677
5,788

Deposit, cash and bank balances

20,646
20,934



((((((((
─────(──


128,885
109,602



((((((((
─────(──
LESS: CURRENT LIABILITIES

Trade and other payables

108,973
80,276

Borrowing
B9
119,645
118,244

Taxation

2,209
1,863

Deferred revenue

3,103
1,740

Dividend payable

22
0



((((((((
─────(──


233,952
202,123



((((((((
─────(──
NET CURRENT ASSETS

(105,067)
(92,521)



((((((((
─────(──
LESS: NON CURRENT LIABILITIES

Borrowing
B9
147,169
148,000

Long term deposits

7,495
7,871

Deferred taxation
A1
26,053
26,922



((((((((
─────(──


180,717
182,793



((((((((
─────(──


331,850
339,818



((((((((
═════(══
CAPITAL AND RESERVES

Share capital
A6
191,385
191,385

Reserves
A1
119,609
138,579



((((((((
─────(──
Shareholders' funds

310,994
329,964

Minority interests

20,856
23,701



((((((((
────────


331,850
353,665



((((((((
═════(══

Net tangible assets per share

1.16
1.18



((((((((
═════(══
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE FINANCIAL PERIOD ENDED 31 MARCH 2003


Issued and fully 


paid ordinary shares


            of RM1.00 each
                                                                 Non-distributable
Distributable


Number of
Nominal
Share
Merger 
Exchange 
Premium on
Revaluation
Retained


Note
      shares
     value
premium
reserve 
reserve 
consolidation
reserve
earnings
Total



‘000
RM’000
RM’000
RM’000 
RM’000 
RM’000
RM’000
RM’000
RM’000

At 1 January 2002

- as previously reported

48,000
48,000
4,994
(3,367)
0
0
32,254
65,890
147,771

- prior year adjustment
A1
0
0
0
0
0
0
(13,294)
(706)
(14,000)



────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
- as restated

48,000
48,000
4,994
(3,367)
0
0
18,960
65,185
133,772

Net profit for the year

0
0
0
0
0
0
0
2,172
2,172



────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
At 31 March 2002

48,000
48,000
4,994
(3,367)
0
0
18,960
67,357
135,944



═══════
═══════
═══════
═══════
═══════
═══════
═══════
═══════
═══════

At 1 January 2003

- as previously reported

191,385
191,385
30,397
(3,367)
50
127
32,254
79,118
329,964

- prior year adjustment
A1
0
0
0
0
0
0
(13,294)
(740)
(14,034)



────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
- as restated

191,385
191,385
30,397
(3,367)
50
127
18,960
78,379
315,931

Net profit for the year

0
0
0
0
0
0
0
4,379
4,379

Translation of a

  foreign subsidiary

0
0
0
0
275
0
0
0
275

Premium on

  consolidation

0
0
0
0
0
(22)
0
0
(22)

Dividend 
A7

- 31 December 2002 (Interim)

0
0
0
0
0
0
0
(9,569)
(9,569)



────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
────(──
At 31 March 2003

191,385
191,385
30,397
(3,367)
325
105
18,960
73,189
310,994



═══════
═══════
═══════
═══════
═══════
═══════
═══════
═══════
═══════
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 31 MARCH 2003 

Note
                    3 months ended


31.3.2003
31.3.2002



RM’000
RM’000

CASH FLOWS FROM/(USED IN) OPERATING ACTIVITIES

Net profit attributable to shareholders

4,379
2,172

Adjustments for:

  Taxation

1,913
1,174

  Minority interest

(258)
31

  Associated company

- share of profit

(167)
0

- share of tax

56
0

  Property, plant and equipment

  - depreciation

6,251
1,708

  Amortisation of nurse training costs

368
287

  Interest income

(1,054)
(429)

  Interest expense

4,763
27

  Allowance for doubtful debts

244
226

  Amortisation on goodwill

901
0

  

(((((((
(((((((
Operating profit before changes in working capital
17,396
5,196

Changes in working capital:

  Inventories

 (304)
(886)

  Receivables

 (22,235)
(177)

  Payables

29,198
1,303

  Intercompany balances

 2,436
(6,616)



(((((((
(((((((
Cash generated from/(used in) operations

26,491
(1,180)

Interest paid

 (4,763)
(27)

Income tax paid

 (2,324)
(1,838)



(((((((
(((((((
Net cash from/(used in) operating activities

19,404
(3,045)



(((((((
(((((((
CASH FLOWS FROM/(USED IN) INVESTING ACTIVITIES

Purchase of property, plant and equipment

 (9,285)
(7,289)

Additions in nurse training costs

 (448)
(720)

Acquisition of additional interest in subsidiary

(3,000)
0

Deposits pledged with banks

(659)
0

Interest received

1,054
429

Deferred revenue received

1,362
0



(((((((
(((((((
Net cash (used in)/from investing activities

 (10,976)
(7,580)



(((((((
(((((((
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

UNAUDITED CONDENSED CONSOLIDATED CASH FLOW STATEMENTS

FOR THE FINANCIAL PERIOD ENDED 31 MARCH 2003 (CONTINUED)


Note
                      3 months ended


31.3.2003
31.3.2002



RM’000
RM’000

CASH FLOWS FROM/(USED IN) FINANCING ACTIVITIES

Drawdown of borrowing

1,484
3,000

Repayment of borrowing

(471)
0

Dividends paid

(9,569) 
(2,400)

Long term deposits received

(376)
28



(((((((
(((((((
Net cash from/(used in) financing activities

(8,932)
628



(((((((
(((((((
NET CHANGES IN CASH AND

  CASH EQUIVALENTS

(504) 
(9,997)

CASH AND CASH EQUIVALENTS AT BEGINNING

  OF THE FINANCIAL PERIOD

872
6,122



(((((((
(((((((
CASH AND CASH EQUIVALENTS AT END

  OF THE FINANCIAL PERIOD

368
(3,875)



(((((((
(((((((
DEPOSITS, CASH AND BANK BALANCES

Deposits with licensed banks

 11,037
1,395

Deposits with financed companies

0
100

Cash and bank balances

9,609
215

Bank overdraft

(18,465)
(5,090)



(((((((
(((((((


2,181
(3,380)

less: Deposits pledged with licensed banks

(1,813)
(495)



(((((((
(((((((
CASH AND CASH EQUIVALENTS 

368
(3,875)



(((((((
(((((((
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

A NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

A1 ACCOUNTING POLICIES

The interim report is prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group’s financial statements for the year ended 31 December 2002.

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 31 December 2002 except for the adoption of new applicable approved accounting standards set out below: 

MASB Standards


No 25 “Income Taxes”


No 27 “Borrowing Costs”


No 28 “Discontinuing Operations”

No 29 “Employee Benefits”


No 30 “Accounting and Reporting by Retirement Benefit Plans”


With the exception of MASB Standard No.25, there is no change to the accounting policies and/or methods of computation that affect net profit for the current financial period under review as a result of the adoption of the above standards in these financial statements as the Group was already following the applicable recognition and measurement principles in those standards.


The Group changed its accounting policy with respect to recognition of deferred tax in compliance with MASB Standard 25 "Income Taxes".   
This change in accounting policy has been accounted for retrospectively.



Comparative information have been restated to conform with the adjustment as follows:



As previously
Effect of
As



       reported
adjustment
restated


RM’000
RM’000
RM’000

2002
Goodwill on consolidation

67,286
4,017
71,303

Deferred taxation

(9,058)
(17,864)
(26,922)

Revaluation reserve

(32,254)
13,294
(18,960)



(((((((((
══════(══
(((((((((
Retained earnings at 1 January 2002

65,891
(706)
65,185

Net profit for the year

14,956
(34)
14,922

Dividends

(1,728)
0
(1,728)



──────(──
(((((((((
──────(──
Retained earnings at 31 December 2002

79,119
(740)
78,379



(((((((((
══════(══
(((((((((
A2 AUDIT REPORT OF THE PRECEDING ANNUAL FINANCIAL STATEMENTS

The audit report of the preceding annual financial statements was not qualified.

KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

A NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

A3 SEASONALITY OR CYCLICALITY OF OPERATIONS
The business operations have not been significantly affected by any seasonal or cyclical trend.

A4 UNUSUAL ITEMS AFFECTING ASSETS, LIABILITIES, EQUITY, NET INCOME OR CASH FLOWS

Except as disclosed in Note A12 there were no items, transactions or events of a material and unusual nature, which would substantially affect the earnings, revenue, assets, liabilities, equity or cash flows of the Group for the current financial period under review.

A5 CHANGE IN ACCOUNTING ESTIMATES

There is no change of estimates of amounts reported in prior interim periods of the current financial period or change of estimates of amounts reported in prior financial years that have a material effect in the current financial period under review.

A6 DEBT AND EQUITY SECURITIES

There is no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares in the current financial period under review.

A7 DIVIDENDS PAID

The dividends paid by the Company since 31 December 2002 were as follows:



RM’000

In respect of the financial year ended 31 December 2002:

Interim gross dividend of 5 sen per share on 191,384,615 ordinary shares,

  tax exempt, paid on 17 March 2003

9,569



════(═
A8 SEGMENTAL REPORTING


The Group principally operates in one main business segment namely operating of private specialist hospitals.

Other operations of the Group mainly comprise investment holding, provision of management services and pathology and laboratory services, marketing and distribution of pharmaceutical, medical and surgical products and operating a private nursing college.  Neither of these operations are of a sufficient size to be reported separately.

Intersegment revenue comprise sales of management services, pathology and laboratory services,  pharmaceutical, medical and surgical products and student fees to the private specialist hospitals segment at an arm length basis.

KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

A NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

A8
SEGMENTAL REPORTING (CONTINUED)

Primary reporting – business segments




Hospitals
Others
Group


3 months ended 31 March 2003

RM’000
RM’000
RM’000


Revenue


Total revenue

90,610
25,556
116,166


Intersegment revenue

0
(12,365)
(12,365)




────(──
(((((((
────(──

External revenue

90,610
13,191
103,801




════(══
(((((((
════(══


Results


Segment results (external)

10,316
1,270
11,586


Amortisation of goodwill



(901)






────(──

Profit from operations



10,685


Finance costs



(4,763)


Share of profit of associated companies



167






────(──

Profit before tax



6,089


Taxation



(1,913)


Share of tax of associated companies



(56)






────(──

Profit from ordinary activities after tax



4,120


Minority interest



258






────(──

Net profit attributable to shareholders



4,378






════(══


3 months ended 31 March 2002




Revenue


External revenue

36,900
0
36,900




════(══
(((((((
════(══

Results


Segment results (external)

3,404
0
3,404


Amortisation of goodwill



0






────(──

Profit from operations



3,404


Finance costs



(27)


Share of profit of associated companies



0






────(──

Profit before tax



3,377


Taxation



(1,174)


Share of tax of associated companies



0






────(──

Profit from ordinary activities after tax



2,203


Minority interest



(31)






────(──

Net profit attributable to shareholders



2,172






════(══

KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

A NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

A9 VALUATIONS OF PROPERTY, PLANT AND EQUIPMENT

The carrying value of long leasehold land and buildings has been brought forward without amendment from the annual financial statements for the year ended 31 December 2002.

A10 MATERIAL EVENTS SUBSEQUENT TO THE END OF THE INTERIM PERIOD

There are no material events subsequent to the financial period ended 31 March 2003 that have not been reflected in the interim financial reports.

A11 CHANGES IN THE COMPOSITION OF THE GROUP 
On 19 February 2003, Kumpulan Perubatan (Johor) Sdn Bhd, a subsidiary company, acquired 3,000,000 ordinary shares of RM1 each in Damansara Specialist Hospital Sdn Bhd for a cash consideration of RM3,000,000.  As a result, Damansara Specialist Hospital Sdn Bhd, became a wholly owned subsidiary of the Group.  

The fair value of net assets for 10% equity interest in Damansara Specialist Hospital Sdn Bhd at the date of acquisition was RM3,428,785 and premium arising amounted to RM428,785.


The effect of the acquisitions on the financial results of the Group during the period is shown below.  



3 months



          ended



31.3.2003


RM’000

Increase in net profit for the period

38


════════

A12 CHANGES IN CONTINGENT LIABILITIES OR CONTINGENT ASSETS

There were no material change in contingent liabilities or contingent assets since the last annual balance sheet date as at 31 December 2002.

KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

A NOTES TO THE INTERIM FINANCIAL REPORT

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

A13 CAPITAL COMMITMENTS


Capital expenditures not provided for in the interim financial report as at 31 March 2003 are as follows:


Approved and contracted:
RM’000


  Land 
56


  Building 
29,481


  Plant and equipment
15,779


  Other property, plant and equipment
1,365



((((((((


46,681



((((((((

Approved but not contracted:


  Land 
28,215


  Building 
61,219


  Plant and equipment
18,675


  Other property, plant and equipment
1,475



((((((((


109,584



((((((((
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

B ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003

B1 REVIEW OF THE PERFORMANCE OF THE COMPANY AND ITS PRINCIPAL SUBSIDIARIES

The profit before taxation for the current quarter has increased by 80.3% as compared to the corresponding quarter in 2002 mainly due to profit contributed by the acquired companies namely, Tawakal Holdings Sdn Bhd, Medical Centre (Johore) Sdn Bhd (“MCJ”) and Kumpulan Perubatan (Johor) Sdn Bhd..

B2 MATERIAL CHANGE IN QUARTERLY RESULTS
The profit before taxation for the current quarter of RM 6.09 million has decreased by 32.2% as compared to preceding quarter of RM 8.98 million.  This is mainly due to higher depreciation and interest costs in the current quarter.

B3 CURRENT YEAR PROSPECTS
The Directors anticipate the Severe Acute Respiratory Syndrome (SARS) to have an impact on the current year’s performance.
B4 PROFIT FORECAST 

The Company is not subject to any variance of actual profit from forecast profit/profit guarantee for the current financial period under review.

B5 TAXATION



             3 months ended
             3 months ended


31.3.2003
31.3.2002
31.3.2003
31.3.2002


RM’000
RM’000
RM’000
RM’000

Taxation

1,913
1,174
1,913
1,174



(((((((
════(══
(((((((
════(══

The effective tax rate of the Group for the period ended 31 March 2003 is higher than the statutory tax rate because certain expenses were not deductible for tax purposes.  
 

B6 SALE OF UNQUOTED INVESTMENTS AND/ OR PROPERTIES
There were no profits on sale of investments or properties for the current financial period under review.

KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

B ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS 

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003
B7 QUOTED SECURITIES
There were no purchase or disposal of quoted securities for the current financial period under review.

B8 STATUS OF UNCOMPLETED CORPORATE ANNOUNCEMENT
i)
The following are the significant corporate proposals that have been announced but were not completed as at the date of  this announcement:

On 8 December 2000, the Company announced its proposal to implement a restricted issue of 9,600,000 new ordinary shares of RM1.00 each, representing 5% of the issued and paid-up share capital of the Company after the rights issue to selected medical specialists of the Group.  After the rights issue and acquisitions, the proposal was approved by the shareholders at the EGM on 21 May 2002 and the issue prices for the Issue Shares have been fixed at RM1.51 per share.  

As announced on 26 August 2002, the Proposed Restricted Issue will only be implemented at a later stage, after the completion of the Rights Issue and Acquisitions in view of the requirement for a prospectus to be issued pursuant to Section 41 of the Securities Commission (“SC”) Act, 1993.  Subsequently, as announced on 11 September 2002, the SC vide its letter dated 10 September 2002, had approved the extension of time of an additional nine months for the implementation of the Proposed Restricted Issue to 30 June 2003.  In this regard, the letter of offer together with an offering document will be issued to the selected medical specialists in due course.

ii)
Utilisation of proceeds raised from corporate proposals 

During the financial period, there was no corporate proposal completed by the Company.

B9 BORROWINGS AND DEBT SECURITIES
Details of the Group’s borrowings as at 31 March 2003 are as follows:



  31.3.2003


RM’000

Current

Redeemable convertible secured  loan stock

51,000

Term loans (secured)

7,615

Islamic facilities (secured)

7,555

Revolving credit (unsecured)

31,000

Hire purchase and lease creditors (secured)

3,940

Bank overdraft (secured)

6,826

Bank overdraft (unsecured)

11,709



((((((((


119,645



((((((((
KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

B ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003
B9
BORROWINGS AND DEBT SECURITIES (CONTINUED)


  31.3.2003


RM’000
Non current

Term loans (secured)

90,469

Islamic facilities (secured)

31,905

Revolving credit (unsecured)

15,000

Hire purchase and lease creditors (secured)

9,795



((((((((


147,169



((((((((

S$’000
RM’000



 equivalent

Bank borrowings denominated in foreign currency

– Singapore Dollar
1,423
3,547


((((((((
((((((((
The subscriber of RCLS has the right to convert the RCLS into ordinary shares at the rate of 1 ordinary shares of RM1.00 each for each RM1.00 of RCLS and the Company has the right to redeem the convertible RCLS in accordance with agreed conditions in the event that a mutually acceptable term for conversion is not reached.

Redemption of the RCLS is at par in the year 2003. The subsidiary company has an option to convert the RCLS into a term loan by issuing a notice at least 3 months prior to the maturity date. Upon receipt of such notice, the Company and the Subscriber shall negotiate the terms of such term loan subject to the payment of interest at the minimum rate of 0.5% over and above the higher of the base lending rate of two largest commercial banks in Malaysia. The Board is in the process of applying to convert the RCLS into a term loan from the Subscriber. All other terms and conditions of conversion and redemption are as defined in the Subscription Agreement dated 29 November 1993.

As at 31 March 2003, the Group has secured short term borrowings of RM76.936 million and long term borrowings of RM132.169 million, and the structure of these borrowings is being addressed by the Board.

B10 FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK
As at the date of the issue of this report, there were no financial instruments with off balance sheet risk.

B11 MATERIAL LITIGATIONS

Since the last audited balance sheet date, there was no pending material litigation.

B12 DIVIDENDS

The Directors have not declared any dividend in respect of financial period ended 31 March 2003.

KPJ HEALTHCARE BERHAD

(Incorporated in Malaysia)

B ADDITIONAL INFORMATION REQUIRED BY THE KLSE’S LISTING REQUIREMENTS

FOR THE FIRST QUARTER AND FINANCIAL PERIOD ENDED 31 MARCH 2003
B13 EARNINGS PER SHARE

Earnings per share is calculated by dividing the Group's net profit attributable to shareholders by the number of ordinary shares in issue during the financial period.



31.3.2003
31.3.2002



RM’000
RM’000

Net profit attributable to shareholders (RM)

4,378
2,172

Number of ordinary shares in issue

191,385
48,000

Basic earnings per share (sen)

2.29
4.53



(((((((
(((((((
13

