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QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FINANCIAL QUARTER ENDED 30 SEPTEMBER 1999.

THE FIGURES HAVE NOT BEEN AUDITED

I.
CONSOLIDATED INCOME STATEMENT





INDIVIDUAL QUARTER

CUMULATIVE QUARTER





Current year quarter

Preceding year corresponding quarter

Current year to date

Preceding year corresponding period





30/9/99

30/9/98

30/9/99

30/9/98





RM’000

RM’000

RM’000

RM’000

1.
(a)
Turnover

97,255

NA

267,820

NA


(b)
Investment income

-

NA

-

NA


(c)
Other income including interest income

391

NA

1,366

NA

2.
(a)
Operating profit/(loss) before interest on borrowings, depreciation and amortisation, exceptional items, income tax, minority interests and extraordinary items

9,057

NA

28,401

NA


(b)
Interest on borrowings

(570)

NA

(1,815)

NA


(c)
Depreciation and amortisation

(2,787)

NA

(5,131)

NA


(d)
Exceptional items

-

NA

-

NA


(e)
Operating profit/(loss) after interest on borrowings, depreciation and amortisation and exceptional items but before income tax, minority interests and extraordinary items

5,700

NA

21,455

NA


(f)
Share in results of an associated company 

-

NA

-

NA


(g)
Profit/(Loss) before taxation, minority interests and extraordinary items

5,700

NA

21,455

NA


(h)
Taxation

-

NA

-

NA


(i)
(i)
Profit/(Loss) after taxation before deducting minority interests

5,700

NA

21,455

NA



(ii)
Less: Minority interests

(1,264)

NA

(4,092)

NA


(j)
Profit/(Loss) after taxation attributable to members of the Company

4,436

NA

17,363

NA


(k)
(i)
Extraordinary items

-

NA

-

NA



(ii)
Less: Minority interests 

-

NA

-

NA



(iii)
Extraordinary items attributable to members of the Company

-

NA

-

NA


(l)
Profit/(Loss) after taxation and extraordinary items attributable to members of the Company

4,436

NA

17,363

NA

I.
CONSOLIDATED INCOME STATEMENT (Contd.)





INDIVIDUAL QUARTER

CUMULATIVE QUARTER





Current year quarter

Preceding year corresponding quarter

Current year to date

Preceding year corresponding period





30/9/99

30/9/98

30/9/99

30/9/98





RM’000

RM’000

RM’000

RM’000

3.
(a)
Earnings per share based on 2(j) above:











(i)
Basic (based on the enlarged ordinary shares for the third quarter and the cumulative quarter of the current year of 37,337,999)

11.9 sen

NA

46.5 sen

NA



(ii)
Fully diluted

NA

NA

NA

NA

Note 

There are no comparative figures for the preceding year corresponding quarter and cumulative quarter as this is the first quarterly reporting by the Company subsequent to its listing on the Second Board of KLSE on 12 November 1999.

II
CONSOLIDATED BALANCE SHEET 



Unaudited

Audited



As at the end of current quarter

As at the preceding financial year end



30/9/99

31/12/98



RM’000

RM’000

1.
Fixed assets
68,671

NA

2.
Investment in associated company
126

NA

3.
Long term investments
4,112

NA

4.
Intangible assets






Project development expenditure
9,610

NA



Others
896

NA



83,415

NA







5.
Current Assets






Stocks
62,307

NA



Trade debtors
82,864

NA



Other debtors, deposits and prepayments
4,446

NA



Amount due from associated company
8,851

NA



Cash and bank balances 
3,621

NA



162,089

NA







6.
Current Liabilities






Trade creditors
75,619

NA



Other creditors and accruals 
5,233

NA



Short term borrowings
38,530

NA



Taxation
4,178

NA



123,560

NA

7.
Net current assets
38,529

NA



121,944

NA


 




8.
Shareholders’ funds





Share capital
37,337

NA


Reserves






Share premium
12,608

NA



Retained profits
1,130

NA


Merger reserve
17,782

NA



Reserve on consolidation
25,190

NA


Total reserves
56,710

NA



94,047

NA

9.
Minority interests
19,577

NA

10.
Long term borrowings
6,676

NA

11.
Other long term liabilities






Deferred taxation
1,644

NA



121,944

NA

12.
Net Tangible Assets per share
224 sen

NA

Note

There are no comparative figures for the preceding financial year-end as this is the first quarterly reporting by the Company subsequent to its listing on the Second Board of KLSE on 12 November 1999.
III.
NOTES TO THE FINANCIAL STATEMENTS

1.
Accounting Policies

a.
Basis of Accounting
The accounts of the Group have been prepared in accordance with the historical cost convention and in compliance with approved accounting standards.

b.
Basis of Consolidation

The consolidated accounts incorporate the accounts of the Company and its subsidiary companies made up to the end of the financial period. The subsidiary companies are consolidated on acquisition method.

Under the acquisition method of accounting, the result of the subsidiary company acquired is included from the date of acquisition. At the date of acquisition, the fair value of the subsidiary company’s net assets are determined and reflected in the Group accounts. The difference of the consideration paid for shares in the subsidiary company over the fair value of the underlying net assets of the subsidiary company acquired represents goodwill or reserve arising from the consolidation. Goodwill on consolidation is retained in the consolidated balance sheet and will only be written off when the Directors are of the opinion that there is a permanent diminution in value.

All significant inter-company transactions are eliminated on consolidation and the consolidation accounts reflect external transactions only

c.
Associated Company

An associated company is a company in which the Group holds a long-term equity interest of between 20% and 50% and is in the position to exercise significant influence over its financial and operating policies through management participation.

The Group’s share of profits less losses and taxation of the associated companies are included in the consolidated profit and loss account in place of dividends received and the Group’s share of post acquisition results is added to/less from the cost of investments in the consolidated balance sheet.

d.
Fixed Assets and Depreciation

Fixed assets are stated at cost less accumulated depreciation. Depreciation is provided on a straight-line method so as to write off the cost over the estimated useful lives of the assets as follows:


p.a

Freehold land
Nil

Freehold building
2% -5%

Furniture and fittings
10% - 20%

Computer
20%

Motor vehicles 
20%

Office equipment
20%

Other equipment
10% - 20%

Plant and machinery 
10%

Renovation 
10% - 20%

Medical equipment
20%

e.
Stocks

Stocks and work-in-progress are valued at the lower of cost and net realisable values after adequate general provision has been made by Directors for deteriorated, obsolete and slow-moving stock. The cost is determined on the First-in-First-out basis and weighted average cost basis.

Cost includes the actual costs of materials and incidentals incurred in bringing the stocks into store and for finished goods and work-in-progress, it also includes labour and appropriate production overheads

f.
Foreign Currency

Assets and liabilities in foreign currencies are translated into Ringgit Malaysia at the rate of exchange approximating those ruling at the balance sheet date and items in the profit and loss account are converted at rates ruling on the transaction dates. Exchange differences are dealt with in the profit and loss account.

g.
Debtors

Known bad debts are written off and provision is made for debts that are considered doubtful.

h.
Deferred Taxation

Deferred taxation is provided for timing differences using the liability method except where it can be demonstrated with reasonable probability that the tax deferrals will continue in the foreseeable future. Deferred taxation arises from timing differences between accounting income and taxable income, which includes principle items such as depreciation and certain provisions, not allowed for taxation purposes until later period. Future tax benefits are not recognised unless it can be demonstrated that the benefits can be realised in due course.

i.
Project Development Expenditure

All expenses relating to the development of the pharmaceutical industry is capitalised and will be amortised over the number of years that benefit is expected to be derived out of the project, unless the Directors consider that a continuing benefit will not accrue.

j.
Intangible Assets

Intangible assets consist of distribution rights and expenditure carried forward which are stated at cost.

Distribution rights will be amortised equally over 10 years.

Expenditure carried forward comprises mainly deferred listing expenses that will be eliminated against the share premium account upon completion of the impending listing exercise.

k.
Leased Assets

The costs of assets acquired under finance lease agreements are capitalised. The depreciation policy on these assets is as set out in ‘Fixed Assets and Depreciation’ above. Outstanding obligations due under the lease agreements after deducting finance expenses are included as liabilities in the accounts. The finance expenses of the rentals are charged to the profit and loss accounts over the period of the respective agreements

l.
Investment

Investments are stated at cost. Provision for diminution in value of investment will be made if in the opinion of the Directors, such diminution is of a permanent nature.

2.
Exceptional items

There were no exceptional items for the third quarter and financial period ended 30 September 1999.

3.
Extraordinary items

There were no extraordinary items for the third quarter and financial period ended 30 September 1999.

4.
Taxation
In accordance with the Income Tax (Amendment) Act 1999, no provision for tax is required in respect of the Group’s business income for the financial year ending 31 December 1999 as well as interest income received in calendar year 1999
5.
Pre-acquisition profits
Pre-acquisition profits included in the results for the current financial period ended 30 September 1999 are as follows:



Individual Quarter

Cumulative Quarter



Current year quarter

Current year to date



30/9/99

30/9/99



RM’000

RM’000

i)
Pre-acquisition profit before taxation, minority interest and extraordinary items

4,051

19,806

ii)
Less: Taxation

-

-

iii)
Pre-acquisition profit after taxation before minority interests

4,051

19,806

iv)
Less: Minority interests

(746)

(3,574)

v)
Pre-acquisition profit after taxation and minority interests 

3,305

16,232

vi)
Pre-acquisition extraordinary items

-

-

vii)
Pre-acquisition profit after taxation and extraordinary items

3,305

16,232







viii)
Post-acquisition profit after taxation and minority interests attributable to members of the Company 

1,131

1,131







Earnings per share based on 5(viii) above after deducting provision for preference dividends, if any:





i)
Basic (based on weighted average number of 12,446,001 ordinary shares for the third quarter and 4,148,668 ordinary shares for the cumulative quarter current year to date) (sen)

9.1

27.3

(ii)
Fully diluted 

NA

NA

6.
Profits on sale of investments and/or properties

There are no profits on sale of investments and/or properties recorded by the Group during the financial period ended 30 September 1999.  
7.
Quoted securities

The Group does not have any investment in quoted securities during the financial period ended 30 September 1998
8.
Changes in the composition of the company

For the current financial period ended 30 September 1999, the Group did not undertake any business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring or discontinued operations except as stated below:

(a) The Company made the following acquisitions on 1 September 1999:

i) 100% equity interest in Raza Manufacturing Berhad (Raza) from Raza Sdn Bhd and Intercircle Holdings Sdn Bhd for a total consideration of RM35,952,630.

ii) 100% equity interest in Strand Pharmaceuticals (M) Sdn Bhd (Strand) from Align Industries Sdn Bhd for a total consideration of RM3,677,078; and 

iii) 70% equity interest in Remedi Pharmaceuticals (M) Sdn Bhd (Remedi) from United Engineers (Malaysia) Berhad for a total consideration of RM28,097,768.

These acquisitions were satisfied by the issuance of 37,337,997 ordinary shares of the Company of RM1.00 each at an issue price of RM1.81 each.

9.
Status of corporate proposals
The following corporate proposal was announced but was incomplete as at the date of the announcement:

Pursuant to the listing of the Company’s shares on the Second Board of the KLSE, the Company made an initial public offer of 12,662,000 new ordinary shares of RM1.00 each to the public on 1 October 1999 at an issue price of RM1.75 each. These public issue shares represent 25.32% of the enlarged share capital of the Company of 49,999,999 ordinary shares of RM1.00 each. The shares of the Company were officially listed on the Second Board of KLSE on 12 November 1999.

10.
Seasonal or cyclical factors

The Group’s operations are not affected by seasonal or cyclical factors.

11.
Debt and equity securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the financial period to date except for the issuance of 37,337,997 ordinary shares of RM1.00 each for the acquisitions of the three subsidiaries and 12,662,000 ordinary shares of RM1.00 each to the public as mentioned in Note 8 above.

12.
Group borrowings and debt securities

(a) All Group borrowings as at 30 September 1999 are secured and denominated in Ringgit Malaysia

(b)
Analysis between short term and long-term borrowings as at 30 September 1999 are as follows:


RM’000


Short term borrowings 




Term Loan repayable within the next 12 months

3,252


Bankers Acceptance

15,562


Bank Overdrafts

19,716




38,530






Long term borrowings 

6,676

13.
Contingent liabilities 

The Group does not have any contingent liability as at the date of issue of this announcement

14.
Financial instruments with off balance sheet risk

There were no financial instruments with off balance sheet risks as at the date of issue of this announcement.

15.
Material litigation

The Company and its subsidiaries have no outstanding material litigation as at the date of this announcement.

16.
Segmental information

Segmental information for the financial period ended 30 September 1999 is as follows:


Turnover

Profit before taxation

Total Assets Employed

By industry segment
RM’000

RM’000

RM’000

Manufacturing
42,342

8,833

58,962

Trading, logistics and distribution
225,478

12,622

186,542


267,820

21,455

245,504

17.
Material changes in quarterly results compared to the results of the preceding quarter

As the results of the preceding year’s corresponding individual quarter were not previously compiled for announcement, no commentary is made on comparisons between current year’s individual quarter and preceding year’s corresponding individual quarter.

18.
Review of performance of the company and its principal subsidiaries
Remedi, the trading, distribution and logistic arm of the Group contributed towards 84.3% of the turnover. This represents the Group’s concession sales to the Ministry of Health (MOH) hospitals. Approximately 80.0% of the sales generated by the manufacturing arms, Raza and Strand, are sold to Remedi for supplies to MOH hospitals. 

Group profit before tax for the period ended 30 September 1999 was RM20.9 million.  The actual performance of the Group is consistent with the expectations of the Board of Directors.

In the opinion of the Board of Directors, no items, transactions or events of a material and unusual nature has arisen which would affect substantially the results of the operations of the Group for the period from 30 September 1999 to the date of issue of this announcement.

19.
Current year prospects

With the restructuring exercise currently being undertaken and streamlining of the Group’s activities for maximum efficiency, the Directors are confident that the Group will be able to achieve its projected profits for the year.

20
Profit forecast

Explanatory notes for any variance in actual profit from forecasted profit will be incorporated in the announcement of results for the final quarter.

21.
Dividend
The Board of Directors has not declared any interim dividend for the financial period ended 30 September 1999.

22
Year 2000 readiness

Y2K Task Forces were formed in 1998 in the respective companies within the Group to assess the risks posed to the Group’s business operations by the Y2K issue. All internal systems were reviewed and corrective action to upgrade or replace systems and software was completed by 30 September 1999. Substantial efforts have also been made to obtain the assurance of key suppliers, vendors and business partners that their systems and service will be Y2K compliant.

The Task Forces also carried out testing of the hardware and software of the respective companies and full compliance was achieved as at 30 September 1999.

However, the scope of the Y2K problem is inherently unpredictable since the Group is unable to ascertain with absolute certainty the level of Y2K readiness of our business partners. Contingency plans have been developed to ensure that there is no disruption in the event of a major system failure.


By Order of the Board


LEE WEI YEN (MAICSA 7001798)

KLANG
WONG KEO ROU (MAICSA 7021435)

30 November 1999
Secretaries
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