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(467709-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FOURTH QUARTER ENDED 31 DECEMBER 2003.

THE FIGURES HAVE BEEN AUDITED.

I.
CONDENSED CONSOLIDATED INCOME STATEMENT





INDIVIDUAL QUARTER

CUMULATIVE QUARTER





Current year quarter

Preceding year corresponding quarter

Twelve       months to

Twelve       months to





31/12/2003

31/12/2002

31/12/2003

31/12/2002





RM’000

RM’000

RM’000

RM’000

1.
(a)
Revenue

166,617

129,787

632,604

585,237


(b)
Cost of sales

(127,477)

(98,036)

(496,905)

(459,904)


(c)
Operating expenses

(19,533)

(19,296)

(66,418)

(61,414)


(d)
Other operating income

166

99

590

258


(e)
Profit from operations

19,773

12,554

69,871

64,177


(f)
Finance costs

(1,109)

(1,267)

(3,030)

(3,007)


(g)
Profit before share of associates’ results

18,664

11,287

66,841

61,170


(h)
Share of profits and losses of associate companies

-

-

-

-


(i)
Profit before taxation

18,664

11,287

66,841

61,170


(j)
Taxation

(7,491)

(3,098)

(19,371)

(17,007)


(k)
Profit after taxation before minority interests

11,173

8,189

47,470

44,163


(l)
Minority interests

(1,678)

(1,410)

(6,714)

(6,822)


(m)
Net profit attributable to members of the Company

9,495

6,779

40,756

37,341













2.

Basic EPS 

9.47 sen

6.78 sen

40.70 sen

37.34 sen



Diluted EPS

9.24 sen

6.78 sen

40.11 sen

37.34 sen

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




Audited

Audited




As at end of current quarter

As at preceding financial year end




31/12/2003

31/12/2002 




RM’000

RM’000

1.
Property, plant & equipment

191,491

163,558

2.
Investments in associate companies

1,344

146

3.
Intangible assets

18,855

20,638




211,690

184,342








4.
Current assets







Inventories

109,175

94,644



Trade receivables

194,007

173,141



Other receivables, deposits and prepayments

4,756

8,542



Amount due from associate companies

1,309

145



Tax recoverable

468

894



Fixed deposits

251

657



Cash and bank balances

26,952

5,504




336,918

283,527








5.
Current liabilities







Trade payables

155,903

138,011



Other payables and accruals

18,033

22,169



Taxation payable

3,195

396



Loan and borrowings

75,939

56,306




253,070

216,882

6.
Net current assets

83,848

66,645




295,538

250,987

7.
Shareholders’ funds






Share capital

100,576

100,000


Reserves







Share premium

1,764

-



Consolidation reserve

32,462

25,190



Retained profit

106,881

75,631










Total reserves

141,107

100,821




241,683

200,821

8.
Loan and borrowings

5,443

8,554

9.
Deferred taxation

2,286

2,200

10.
Minority interest

46,126

39,412




295,538

250,987








11.
Net tangible assets per share 
  
RM2.22        

RM1.80           

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

III. CONDENSED CONSOLIDATED CASH FLOW STATEMENT



Audited
Audited



Twelve months to
Twelve months to



31/12/2003
31/12/2002



RM’000
RM’000


Profit before taxation
66,841
61,170


Adjustments for:




Amortisation of goodwill
1,151
1,151


Amortisation of project development expenditure
632
636


Bad debts written off
212
-


Depreciation
14,704
10,820


Interest expenses
2,655
3,102


Gain on disposal of property, plant and equipment
(230)
-


Interest income
(34)
(117)


Inventories written off
1,908
1,072


Property, plant and equipment written off
1
3


Project development expenditure written off
-
3,019


Provision for doubtful debts
2,606
1,918


(Write back) / provision for slow moving and obsolete inventories
(195)
742


Operating profit before changes in working capital
90,251
83,516







Changes in working capital:




Net change in current assets
(25,958)
(56,886)


Net change in current liabilities
9,900
29,534


Movement in loan and borrowings
12,082
14,117


Cash generated from operations
86,275
70,281







Interest paid
(2,655)
(3,102)


Interest received
34
117


Tax paid
(16,060)
(27,254)


Net cash flow from operating activities
67,594
40,042







Investing Activities




Net cash (used in) / from acquisition of subsidiary companies
(19,749)
177


Acquisition of associate company
(1,200)
-


Proceeds from disposal of property, plant and equipment
299
12


Purchase of property, plant and equipment
(23,176)
(24,163)


Net cash used in investing activities 
(43,826)
(23,974)







Financing Activities




Proceeds from issuance of shares – exercise of share options
2,340
-


Drawdown of term loan
-
1,053


Repayments of term loan
(3,111)
(11,449)


Drawdown of revolving credit
12,000
-


Repayments of revolving credit
-
(2,000)


Pledged fixed deposits for banking facilities
(251)
-


Dividend paid
(9,506)
(5,000)


Net cash from / (used in) financing activities 
1,472
(17,396)








Net change in Cash & Cash Equivalent
25,240
(1,328)


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


Cash and Cash Equivalent at end of year
26,952
1,712

.

III.
CONDENSED CONSOLIDATED CASH FLOW STATEMENT (CONT’D)



Audited
Audited



As at 
As at



31/12/2003
31/12/2002



RM’000
RM’000


Cash and cash equivalent comprise the following amounts:









Bank overdraft
-
(4,449)


Fixed deposits
-
657


Cash and bank balances
26,952
5,504



26,952
1,712

The condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2002.
IV
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY


Share Capital

Share

Premium

Consolidation Reserve

Merger Reserves

Retained Profit

Total



RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

Twelve months to 31 December 2003 (audited)



























Balance at 1 January 2003

100,000

-

25,190

-

75,631

200,821















Arising from acquisition of subsidiary

-

-

7,272

-

-

7,272















Issue of shares – exercise of share options

576

1,764

-

-

-

2,340















Net profit for the year

-

-

-

-

40,756

40,756















2002 final 6.0% tax exempt dividend

-

-

-

-

(6,000)

(6,000)















2003 interim 3.5% tax exempt dividend

-

-

-

-

(3,506)

(3,506)















Balance at 31 December 2003

100,576

1,764

32,462

-

106,881

241,683

















Share Capital

Share

Premium

Consolidation Reserve

Merger Reserves

Retained Profit

Total



RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

Twelve months to 31 December 2002 (audited)



























Balance at 1 January 2002

50,000

20,453

25,190

17,782

55,055

168,480















Net profit for the year

-

-

-

-

37,341

37,341















Bonus issue

50,000

(20,453)

-

(17,782)

(11,765)

-















2001 final 7.5% tax exempt dividend

-

-

-

-

(3,750)

(3,750)















2002 interim 2.5% tax exempt dividend

-

-

-

-

(1,250)

(1,250)















Balance at 31 December 2002

100,000

-

25,190

-

75,631

200,821















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

V.
NOTES TO THE CONDENSED FINANCIAL STATEMENTS

The notes to the condensed Financial Statements should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2002.

1.
Accounting policies and methods of computation
The audited 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” and MASB 29 “Employee Benefits”. 

The adoption of MASB 29 does not have any material impact on the financial statements. The cumulative accrued “Employee Benefits” to 31 December 2003 amounted to approximately RM0.3 million. 

2.
Audit report in respect of the 2002 financial statements

The audit report of the Group’s financial statements for the financial year ended 31 December 2002 was not qualified.

3.
Seasonal or cyclical factors
The Group’s operations are not materially subject to seasonal or cyclical factors.

4.
Exceptional items
There are no items affecting assets, liabilities, equity, net income or cashflows that are unusual because of their nature, size and incidence in the current year.

5.
Material changes in estimates used
There are no changes in estimates of amounts reported in prior interim periods of the current financial year or in prior financial years that have a material effect in the current year.

6.
Debt and equity securities
There were no issuance, cancellations, repurchases, resale or repayment of debt and equity securities for the current financial year ended 31 December 2003 except for the issue of the following new ordinary shares of RM1 each pursuant to the Company’s Employee Share Option Scheme (ESOS):

Option price per share

No. of shares issued

Cash proceeds


RM


           ‘000


       RM’ Million


                 4.06
    576
   

             2.34     

7.
Dividend

A final tax-exempt dividend of 6.0% on 99,999,998 ordinary shares of RM1.00 each in respect of the previous financial year amounting to RM6,000,000 was paid on 17July 2003.

An interim tax-exempt dividend of 3.5% on 100,179,698 ordinary shares of RM1.00 each for the current year amounting to RM3,506,289 was paid on 15 October 2003.

For the current financial year ended 31 December 2003, the Board of Directors recommends a final tax-exempt dividend of 8.5 sen per share on the enlarged share capital of 100,576,498 ordinary shares (2002: final tax-exempt dividend of 6.0 sen per share on the then share capital of 99,999,998 ordinary shares) for shareholders’ approval at the forthcoming Annual General Meeting of the Company. The date of the Annual General Meeting and book closure for the final tax-exempt dividend payment will be announced in due course.

8.
Segment information for the current financial year

Segment information for the current financial year to 31 December 2003 is as follows:


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
7,713
594,594
30,297
-
-
632,604

Intersegment sales
82,246
24,687
214
9,510
(116,657)
-


89,959
619,281
30,511
9,510
(116,657)
632,604









RESULTS







Segment results
29,573
34,433
7,152
8,339
(9,370)
70,127









Unallocated corporate expense
-
-
-
-

(665)

Profit from operations





69,462

Interest expense
-
(2,655)
-
-

(2,655)

Interest income
-
34
-
-

34

Profit from ordinary activities before taxation





66,841

Taxation





(19,371)

Profit from ordinary activities after taxation





47,470

Minority interest





(6,714)

Net profit for the year





40,756

9.
Valuation of property, plant and equipment
The valuations of property, plant and equipment used in the condensed financial statements have been brought forward without amendment from the previous annual financial statements for the year ended 31 December 2002.

10.
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 December 2003 to the date of this announcement which would substantially affect the financial results of the Group for the year ended 31 December 2003.
11.
Changes in the composition of the Group

There were no changes in the composition of the Group arising from business combinations, acquisition or disposal of subsidiary companies and long term investments, restructuring and discontinued operations for the current year ended 31 December 2003 except for:

(a) acquisition of 100% equity interest in Safire Pharmaceuticals (M) Sdn. Bhd. (“Safire”) on 15 September 2003 for a cash consideration of RM20.0 million, and

(b) acquisition of the remaining 35% equity interest in Pharmaniaga Medisystem Sdn. Bhd. through its 70% owned subsidiary company, Pharmaniaga Logistics Sdn. Bhd. from Apex Pharmacy Holdings Sdn. Bhd. and Owen Healthcare Inc. on 10 December 2003 for a total cash consideration of RM2.00.

12.
Contingent liabilities

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

13.
Commitments for the purchase of property, plant and equipment


There are no material commitments for the purchase of property, plant and equipment except as disclosed below:


RM'000




Authorised and contracted for
1,465

Authorised but not contracted for
11,068


12,533

14.
Taxation




Individual Quarter

Cumulative Quarter


Current year quarter

Preceding 

year corresponding quarter

Twelve months to

Twelve months to


31/12/2003

31/12/2002

31/12/2003

31/12/2002


RM’000

RM’000

RM’000

RM’000

Malaysian taxation








- current taxation
4,193

2,603

17,330

16,179

- under provision in respect of prior years
1,955

495

1,955

828

- deferred taxation
1,343

-

86

-


7,491

3,098

19,371

17,007

The effective tax rate of for the current quarter and year are higher than the statutory tax rate due to under-provision of previous year taxation.


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


RM'000




Balance as at beginning of year
2,200 

Transfer from income statement
86 

Balance as at end of year
2,286 





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 year 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
1,926 




Deferred tax liabilities arising from the revaluation of lands and buildings
2,397

Tax effect of timing differences in respect of general provision for doubtful debts and obsolete and slow moving inventories
(2,976)

Tax effect of timing differences in respect of provision for unrealized profit on inventories
(3,349)

Other deductible temporary differences
(333)

Unabsorbed business losses
(6,336)

Unutilised capital allowances
(1,987)




Total deferred tax assets
(10,658)


The potential deferred tax assets of the Group are not recognised in the financial statements as there is no reasonable certainty of their realization in future periods.

15.
Disposal of unquoted investments and/or properties

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

16(a)
Acquisitions and disposals of quoted securities

There were no acquisitions or disposals of quoted securities for the current quarter and financial year ended 31 December 2003.

16(b)
Investments in quoted securities

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

17.
Status of corporate proposals announced but not completed as at the date of this announcement
There were no corporate proposals announced but not completed as at the date of this announcement.

18.
Borrowings and debt securities

The details of Group borrowings and debt securities as at 31 December 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







- Bankers acceptance
-
-
-
-
60,828
60,828

- Revolving credit
-
-
-
-
12,000
12,000

- Term loan
-
5,443
5,443
-
3,111
3,111

TOTAL
-
5,443
5,443
-
75,939
75,939

19.
Off Balance Sheet financial instruments
There are no off balance sheet financial instruments as at the date of this announcement.

20.
Material litigation
The Company and its subsidiaries have no outstanding material litigation as at the date of this announcement.

21.
Comparison between the current quarter and the immediate preceding quarter
Revenue for the current quarter recorded a growth of 6.7% compared to the revenue in the immediate preceding quarter, mainly due to the higher billings made for the hospital equipping projects in East Malaysia. The four hospitals now under construction achieved substantial completion during the quarter that enabled the supply of equipment to sites. The sales of pharmaceutical products to both the Government and private sectors in the current quarter, on the other hand, showed a slight reduction from those recorded in the immediate preceding quarter. The drop, however was well within the Company’s expectation.

In line with the improvement in sales, the Group’s profit before taxation for the current quarter rose to RM18.7 million from RM16.9 million recorded in the immediate preceding quarter, representing a growth of 10.4%. 

22.
Review of performance for the current quarter and year
The Group’s revenue for the current quarter compared to the corresponding quarter last year increased by 28.4%. Again, the main reason was the higher billings for medical equipment supplied during the current quarter for the four new hospitals. The billings made in the fourth quarter of 2002 was for Keningau hospital only which represented the remaining 20% billing as the hospital was completed in the third quarter of 2002. The result was further enhanced by the growth in concession and private sector sales of 16.3% and 14.0% respectively. Consolidated profit before taxation for the current quarter increased by 65.4% on the back of higher revenue and relatively lower operating expenses.

The Group’s revenue for the current year recorded a growth of 8.1% over last year mainly driven by the growth in pharmaceutical business, in particular the concession sales. In line with revenue growth, profit before taxation has increased by 9.3%.

23.
Prospects
Barring any unforeseen circumstances, the Directors expect the Group’s business to continue to grow in 2004. With the completion of the acquisition of Safire on 15 September 2003, the Group will carry out further restructuring and streamlining of its manufacturing activities that will bring about increased efficiencies and enhanced economies of scale to the Group. 

24.
Profit forecast
No commentary is made on any variance between actual profit from forecast profit, as it does not apply to the Group.

25.
Earnings Per Share (“EPS”)

Basic EPS
Individual Quarter

Cumulative Quarter


Current year quarter

Preceding 

year corresponding quarter

Twelve months to 

Twelve months to


31/12/2003

31/12/2002

31/12/2003

31/12/2002


RM’000

RM’000

RM’000

RM’000

Net profit for the financial year after minority interest
9,495

6,779

40,756

37,341










Weighted average number of ordinary shares in issue (‘000)








At the beginning of year
100,000

50,000

100,000

50,000

Bonus issue on 27 December 2002
-

50,000

-

50,000

Weighted average number of shares arising from options exercised during the year
248

-

129

-


100,248

100,000

100,129

100,000










Basic EPS (sen)
9.47

6.78

40.70

37.34

Diluted EPS
Individual Quarter

Cumulative Quarter


Current year quarter

Preceding 

year corresponding quarter

Twelve months to 

Twelve months to


31/12/2003

31/12/2002

31/12/2003

31/12/2002


RM’000

RM’000

RM’000

RM’000

Net profit for the financial year after minority interest
9,495

6,779

40,756

37,341










Adjusted weighted average number of ordinary shares in issue (‘000)








Issued during the year
100,248

100,000

100,129

100,000

Dilutive impact of unexercised share options

(see note)
2,553

-

1,480

-


102,801

100,000

101,609

100,000










Diluted EPS (sen)
9.24

6.78

40.11

37.34


Note: Dilutive impact of unexercised share options is calculated based on the following:


Number of shares under unexercised options – (Number of shares under unexercised options x Exercise Price / Fair Value)


= 4,842 – (4,842 x 4.06 / 5.30)


= 1,133



26.
The status of internet related businesses or e-commerce activities as at the date of this announcement is as follows:

The computerization of the procurement of pharmaceutical products, which is also known as Clinical Procurement System (“CPS”) by Pharmaniaga Solutions Sdn. Bhd. in Government health centres and clinics in Selangor and Wilayah Persekutuan are currently in its final stage of completion. The second phase of this project, which will commence in May 2004, would see similar extension of the CPS to Malacca, Johor and Pahang.



By Order of the Board



LEE WEI YEN (MAICSA 7001798)

Shah Alam

WONG KEO ROU (MAICSA 7021435)

19 February 2004

Secretaries
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