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(467709-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 31 MARCH 2003.

THE FIGURES HAVE NOT BEEN AUDITED.

I.
CONDENSED CONSOLIDATED INCOME STATEMENT

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	Preceding year corresponding quarter
	
	Three   months to
	
	Three   months to

	
	
	
	
	31/03/2003
	
	31/03/2002
	
	31/03/2003
	
	31/03/2002

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

	1.
	(a)
	Revenue
	
	154,525
	
	140,676
	
	154,525
	
	140,676

	
	(b)
	Cost of Sales
	
	(120,725)
	
	(114,866)
	
	(120,725)
	
	(114,866)

	
	(c)
	Operating Expenses
	
	(15,254)
	
	(11,662)
	
	(15,254)
	
	(11,662)

	
	(d)
	Other operating income
	
	5
	
	22
	
	5
	
	22

	
	(e)
	Profit from operations
	
	18,551
	
	14,170
	
	18,551
	
	14,170

	
	(f)
	Finance costs
	
	(638)
	
	(678)
	
	(638)
	
	(678)

	
	(g)
	Profit before share of associates’ results
	
	17,913
	
	13,492
	
	17,913
	
	13,492

	
	(h)
	Share of profits and losses of associated companies
	
	-
	
	-
	
	-
	
	-

	
	(i)
	Profit before income tax 
	
	17,913
	
	13,492
	
	17,913
	
	13,492

	
	(j)
	Income tax
	
	(4,982)
	
	(4,116)
	
	(4,982)
	
	 (4,116)

	
	(k)
	Profit after income tax before minority interests
	
	12,931
	
	9,376
	
	12,931
	
	9,376

	
	(l)
	Minority interests
	
	(1,285)
	
	(2,034)
	
	(1,285)
	
	(2,034)

	
	(m)
	Net profit attributable to members of the Company
	
	11,646
	
	7,342
	
	11,646
	
	7,342

	
	
	
	
	
	
	
	
	
	
	

	2.
	
	Basic earnings per share based on 1(m) above and weighted average of 99,999,998 ordinary shares. The weighted average ordinary shares for preceding year corresponding quarter has been adjusted for the bonus issue on 27 December 2002.
	
	11.6 sen
	
	7.3 sen
	
	11.6 sen
	
	7.3 sen

	
	
	
	
	
	
	
	
	
	
	
	


The condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.
II.
CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	
	Unaudited
	
	Audited

	
	
	
	As at end of current quarter
	
	As at preceding financial year

	
	
	
	31/3/2003
	
	31/12/2002 

	
	
	
	RM’000
	
	RM’000

	1.
	Property, plant & equipment
	
	166,820
	
	163,558

	2.
	Investments in associated companies
	
	146
	
	146

	3.
	Intangible assets
	
	20,189
	
	20,638

	
	
	
	187,155
	
	184,342

	
	
	
	
	
	

	4.
	Current assets
	
	
	
	

	
	
	Inventories
	
	82,397
	
	94,644

	
	
	Trade receivables
	
	222,339
	
	173,141

	
	
	Other receivables, deposits and prepayments
	
	9,735
	
	8,625

	
	
	Amount due from associated companies
	
	145
	
	145

	
	
	Tax recoverable
	
	811
	
	811

	
	
	Term deposits
	
	-
	
	657

	
	
	Cash and bank balances
	
	401
	
	5,504

	
	
	
	315,828
	
	283,527

	
	
	
	
	
	

	5.
	Current liabilities
	
	
	
	

	
	
	Trade payables
	
	143,374
	
	138,011

	
	
	Other payables and accruals
	
	25,904
	
	22,169

	
	
	Short term borrowings
	
	69,225
	
	56,306

	
	
	Taxation payable
	
	112
	
	396

	
	
	
	238,615
	
	216,882

	6.
	Net current assets
	
	77,213
	
	66,645

	
	
	
	264,368
	
	250,987

	7.
	Shareholders’ funds
	
	
	
	

	
	Share capital
	
	100,000
	
	100,000

	
	Reserves
	
	
	
	

	
	
	Reserve on consolidation
	
	25,190
	
	25,190

	
	
	Retained profit
	
	87,277
	
	75,631

	
	
	
	
	
	
	

	
	Total reserves
	
	112,467
	
	100,821

	
	
	
	212,467
	
	200,821

	8.
	Minority interests
	
	40,697
	
	39,412

	9.
	Long term borrowings
	
	8,554
	
	8,554

	10.
	Deferred taxation
	
	2,650
	
	2,200

	
	
	
	264,368
	
	250,987

	
	
	
	
	
	

	11.
	Net tangible assets per share 
	  
	RM1.92        
	
	RM1.80           


The condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

III. CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	
	Unaudited
	Unaudited

	
	
	Three months to
	Three months to

	
	
	31/3/2003
	31/3/2002

	
	
	RM’000
	RM’000

	
	Net Profit before tax
	17,913
	13,492

	
	Adjustments for:
	
	

	
	Amortisation of goodwill
	288
	-

	
	Amortisation of project development expenditure
	161
	158

	
	Depreciation
	3,093
	2,284

	
	Interest expenses
	638
	678

	
	Interest income
	(2)
	(39)

	
	Provision for doubtful debts
	757
	584

	
	Provision for slow moving and obsolete inventories
	928
	768

	
	Operating profit before changes in working capital
	23,776
	17,925

	
	
	
	

	
	Changes in working capital:
	
	

	
	Net Change in current assets
	(39,746)
	(16,277)

	
	Net Change in current liabilities
	22,172
	11,082

	
	Cash generated from operations
	6,202
	12,730

	
	
	
	

	
	Interest paid
	(638)
	(678)

	
	Interest received
	2
	39

	
	Tax paid
	(3,658)
	(7,709)

	
	Net cash flow from operating activities
	1,908
	4,382

	
	
	
	

	
	Investing Activities
	
	

	
	Purchase of property, plant and equipment
	(3,219)
	(3,360)

	
	Net cash used in investing activities 
	(3,219)
	(3,360)

	
	
	
	

	
	Financing Activities
	
	

	
	Drawdown of term loan
	-
	803

	
	Repayments of term loan
	-
	(441)

	
	Net cash from financing activities 
	-
	362

	
	
	
	
	

	
	Net Change in Cash & Cash Equivalent
	(1,311)
	1,384

	
	Cash and Cash Equivalent at beginning of period
	1,712
	3,040

	
	Cash and Cash Equivalent at end of period
	401
	4,424


The condensed Consolidated Cash Flow should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

IV
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	
	
	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Merger Reserves
	
	Retained Profits
	
	Total

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

	Three months to 31 March 2003 (unaudited)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at beginning of period
	
	100,000
	
	-
	
	25,190
	
	-
	
	75,631
	
	200,821

	
	
	
	
	
	
	
	
	
	
	
	
	

	Movements during the period (cumulative)
	
	-
	
	-
	
	-
	
	-
	
	11,646
	
	11,646

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at end of period
	
	100,000
	
	-
	
	25,190
	
	-
	
	87,277
	
	212,467

	
	
	
	
	
	
	
	
	
	
	
	
	


	
	
	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Merger Reserves
	
	Retained Profits
	
	Total

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

	Three months to 31 March 2002 (unaudited)
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at beginning of period
	
	50,000
	
	20,453
	
	25,190
	
	17,782
	
	55,055
	
	168,480

	
	
	
	
	
	
	
	
	
	
	
	
	

	Movements during the period (cumulative)
	
	-
	
	-
	
	-
	
	-
	
	7,342
	
	7,342

	
	
	
	
	
	
	
	
	
	
	
	
	

	Balance at end of period
	
	50,000
	
	20,453
	
	25,190
	
	17,782
	
	62,397
	
	175,822

	
	
	
	
	
	
	
	
	
	
	
	
	


The condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Report for the year ended 31 December 2002.

V.
NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.
Accounting policies and methods of computation
The unaudited condensed consolidated financial statements have been prepared by applying accounting policies and methods of computation consistent with those used in the preparation of the most recent audited financial statements of the Group and comply with MASB 26, Interim Financial Reporting as well as MASB 25 “Income Taxes”.

Prior to the adoption of MASB 25, deferred taxation was provided for on partial provision basis for timing differences using the income statement liability method in accordance to IAS 12 “Accounting for Taxes on Income”. With the adoption of MASB 25, deferred taxation is now provided for in full using balance sheet liability method on temporary differences arising from tax bases of assets and liabilities and their carrying amount.

The new accounting policy on deferred taxation has increased tax expense for the three months ended 31 March 2003 by RM450,000.

2.
The audit report of the Group’s financial statements for the financial year 2002 was not qualified.

3.
Taxation

	


	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding 

year corresponding quarter
	
	Current year to date
	
	Preceding 

year corresponding period

	
	31/3/2003
	
	31/3/2002
	
	31/3/2003
	
	31/3/2002

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

	Malaysian taxation
	
	
	
	
	
	
	

	· current taxation
	4,532
	
	4,116
	
	4,532
	
	4,116

	- deferred taxation adjustment
	450
	
	-
	
	450
	
	-

	
	4,982
	
	4,116
	
	4,982
	
	4,116



The movement in deferred tax liability during the period under review is as follows:

	
	

	
	RM'000

	
	

	Balance as at beginning of period
	2,200 

	Transfer to income statement
	450 

	Balance as at end of period
	2,650 

	
	



The above represents tax effect of the excess of property, plant and equipment’s net book value over their tax written down value.

The deferred tax asset during the period under review is as follows:

	
	

	
	RM'000

	Tax effects of taxable temporary differences in respect of 
	

	the excess of tax capital allowances over book depreciation
	

	of property, plant and equipment
	2,420 

	
	

	
	

	Tax effects of deductible temporary differences in respect of :-
	

	General provision on doubtful debts
	(943)

	General provision on obsolete and slow moving inventories
	(1,744)

	Provision for royalty
	(139)

	Unabsorbed business losses
	(6,404)

	Unutilised capital allowances
	(1,804)

	
	

	Total deferred tax assets
	(8,614)



The potential deferred tax assets of the Group are not recognised in the financial statements as it is anticipated that the tax effects of such deferrals will not reverse in the foreseeable future.

4.
Disposal of unquoted investments and/or properties

There was no disposal of unquoted investments and/or properties in the current quarter and financial period ended 31 March 2003. 

5(a)
Acquisitions and disposals of quoted securities
There were no acquisitions or disposals of quoted securities for the current quarter and financial period ended 31 March 2003.

5(b)
Investments in quoted securities

There were no investments in quoted securities as at 31 March 2003.

6.
Changes in the composition of the Group

For the current financial period, there were no changes in the composition of the Group including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructurings or discontinuing operations except as stated below:


(i)     Acquisition of subsidiary companies

                        Pharmaniaga Research Centre Sdn. Bhd. (formerly known as Remedi Research Centre Sdn. Bhd.)
Pharmaniaga Diagnostics Sdn. Bhd. (formerly known as Remedi Diagnostics Sdn. Bhd.)
On 28 January 2003, Pharmaniaga Berhad acquired 2 ordinary shares of RM1.00 each fully paid, for cash consideration of RM2.00 each, representing 100% equity interest each in Pharmaniaga Diagnostics Sdn. Bhd. and Pharmaniaga Research Centre Sdn. Bhd. respectively, from its subsidiary company, Pharmaniaga Biomedical Sdn. Bhd. (formerly known as Specialty Medical Laboratories Sdn. Bhd.) and Pharmaniaga Logistics Sdn. Bhd. (formerly known as Remedi Pharmaceuticals (M) Sdn. Bhd.) respectively.


The above acquisitions do not affect the results of the financial statements.

7.
Status of corporate proposals announced but not completed as at the date of this announcement
As at the date of this announcement, the Company has obtained approvals from the Securities Commission on 1 April 2003 and Kuala Lumpur Stock Exchange on 16 April 2003 on the Proposed Employee Share Option Scheme (ESOS).

Implementation of the ESOS will commence upon obtaining shareholders’ approval at the forthcoming Extraordinary General Meeting. 

8.
Debt and equity securities
The Group and the Company did not undertake any issuance, cancellation, repurchase, resale and/or repayment of debt and equity securities during the current financial period ended 31 March 2003.
9.
Borrowings and debt securities

The details of Group borrowings and debt securities as at 31 March 2003 are as follows:

	
	Long term borrowings
	Short term borrowings

	
	Secured
	Unsecured
	Total
	Secured
	Unsecured
	Total

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

	Other borrowings
	
	
	
	
	
	

	Domestic
	
	
	
	
	
	

	· Banks
	-
	8,554
	8,554
	-
	69,225
	69,225

	TOTAL
	-
	8,554
	8,554
	-
	69,225
	69,225


10.
Contingent liabilities

There were no contingent liabilities as at the date of this announcement since the preceding financial year ended 31 December 2002.

11.
Off Balance Sheet financial instruments
There were no off balance sheet financial instruments as at the date of this announcement.

12.
Material litigation
The Company and its subsidiaries have no outstanding material litigation as at the date of this announcement.

13.
Segment information for the current financial period
	
	Pharmaceutical manufacturing
	Pharmaceutical trading, marketing, distribution and e-services
	Medical products and services
	Other operations
	Eliminations
	Consolidated

	REVENUE
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	External sales
	923
	152,897
	705
	-
	-
	154,525

	Intersegment sales
	17,694
	6,058
	-
	-
	(23,752)
	-

	
	18,617
	158,955
	705
	-
	(23,752)
	154,525

	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	

	Segment results
	5,713
	10,228
	(152)
	(235)
	2,995
	18,549

	
	
	
	
	
	
	

	Unallocated corporate expense
	-
	-
	-
	-
	
	(131)

	Profit from operations
	
	
	
	
	
	18,418

	Interest expense
	-
	(507)
	-
	-
	
	(507)

	Interest income
	-
	2
	-
	-
	
	2

	Profit from ordinary activities before tax
	
	
	
	
	
	17,913

	Taxation
	
	
	
	
	
	(4,982)

	Profit from ordinary activities after tax
	
	
	
	
	
	12,931

	Minority interest
	
	
	
	
	
	(1,285)

	Net profit for the period
	
	
	
	
	
	11,646


14.
Comparison between the current quarter and the immediate preceding quarter
The revenue for the current quarter ended 31 March 2003 of RM154.5 million recorded a growth of 19.1% over that in the fourth quarter last year. This was mainly due to higher sales to Ministry of Health (MOH) hospitals. It is a normal trend for MOH to have high purchase in the first quarter of the year for them to replenish their stocks. Slight contraction in the sales to the private sector believed to have been triggered by the overall slowdown in the general economy might have led to shifting of patients to the public hospitals. The Group’s profit before tax recorded a growth of 58.7% over the reported profit before tax for the preceding quarter. The higher growth rate in profit before tax than revenue over the same period is driven by the improved gross profit margin and manufacturing productivity. 

15.
Review of Performance for the Current Quarter and Year-to-date
The Group’s revenue for the current quarter and year-to-date registered a growth of 9.8% over the same period last year. Sales to MOH hospitals was higher by 32.8% compared to last year corresponding quarter due to the recent shift by the public from private to government hospitals. However, this might be of temporary basis considering the sudden changes in the economic equilibrium and recent epidemic faced. The net increase in turnover was dragged down by the poor performance of the medical product and services, mainly due to the delay in the commencement of hospital equipping as the sites were not yet ready for equipment installation. In the corresponding period last year, there were billings for Lahad Datu and Keningau hospitals, which were completed by the end of 2002.

Despite the lackluster performance in Group turnover, the profit before tax for the current quarter and year to date recorded a much higher growth of 32.8%. This was mainly contributed by higher gross profit margin and relative cost containment.

16.
Material events subsequent to the end of the current financial year
In the opinion of the Directors, there are no items, transactions or events of a material and unusual nature which have arisen from 31 March 2003 to the date of this announcement and which would substantially affect the financial results of the Group for the period ended 31 March 2003.
17.
Seasonal or cyclical factors
The Group’s operations are not materially subject to seasonal or cyclical factors.

18.
Prospects for the current financial year
Barring any unforeseen circumstances, the Directors are confident that the Group will continue to sustain some level of growth in both turnover and profit before taxation for the financial year 2003.

The recent incidents of the Pan Pharmaceuticals’ product recall and Severe Acute Respiratory Syndrome are not expected to adversely affect the performance of the Group. In fact, the Directors believe that these events may provide opportunities for the Group to enhance its sales of related products in the market. However, the Directors are of the view that the impact will not be significant on Group’s earnings for the financial year ending December 2003.

The Group will continue to exercise tight cost control and put in place strategies to improve operational efficiency in order to enhance the overall result for 2003.
19.
Profit forecast
No commentary is made on any variance between actual profit from forecast profit, as it does not apply to the Group.

20.
Dividend

The Directors do not recommend the payment of an interim dividend for the current period ended 31 March 2003 (2002: Nil).

21.
The status of internet related businesses or e-commerce activities as at the date of this announcement is as follows:

Pharmaniaga Solutions Sdn. Bhd. (formerly known as ehealth4all.com Sdn. Bhd.)  has started a pilot run on the computerisation of the procurement of pharmaceutical products, which is also known as Clinic Procurement System (CPS), in health offices and clinics in Kuala Pilah (Negeri Sembilan) and Sri Kembangan (Selangor). CPS is an extension of the Hospital Inventory System which Pharmaniaga has successfully implemented in all MOH hospitals in 2000.

	
	
	By Order of the Board

	
	
	LEE WEI YEN (MAICSA 7001798)

	Shah Alam
	
	WONG KEO ROU (MAICSA 7021435)

	20 May 2003
	
	Secretaries
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