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(467709-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 31 MARCH 2004.

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

	
	
	
	
	31/03/2004
	
	31/03/2003
	
	31/03/2004
	
	31/03/2003

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

	1.
	(a)
	Revenue
	
	191,305
	
	154,525
	
	191,305
	
	154,525

	
	(b)
	Cost of sales
	
	(150,329)
	
	(120,725)
	
	(150,329)
	
	(120,725)

	
	(c)
	Operating expenses
	
	(18,852)
	
	(15,254)
	
	(18,852)
	
	(15,254)

	
	(d)
	Other operating income
	
	155
	
	5
	
	155
	
	5

	
	(e)
	Profit from operations
	
	22,279
	
	18,551
	
	22,279
	
	18,551

	
	(f)
	Finance costs
	
	(610)
	
	(638)
	
	(610)
	
	(638)

	
	(g)
	Profit before investing results
	
	21,669
	
	17,913
	
	21,669
	
	17,913

	
	(h)
	Investing results

Share of results of associates
	
	(1,000)
	
	-
	
	(1,000)
	
	-

	
	(i)
	Profit before taxation and minority interests
	
	20,669
	
	17,913
	
	20,669
	
	17,913

	
	(j)
	Taxation
	
	(5,112)
	
	(4,982)
	
	(5,112)
	
	(4,982)

	
	(k)
	Profit after taxation  before deducting minority interests
	
	15,557
	
	12,931
	
	15,557
	
	12,931

	
	(l)
	Minority interests
	
	(3,173)
	
	(1,285)
	
	(3,173)
	
	(1,285)

	
	(m)
	Net profit attributable to members of the Company
	
	12,384
	
	11,646
	
	12,384
	
	11,646

	
	
	
	
	
	
	
	
	
	
	

	2.
	
	Basic EPS 
	
	 12.29 sen
	
	 11.65 sen
	
	12.29 sen
	
	 11.65 sen

	
	
	Diluted EPS
	
	 11.95 sen
	
	11.65 sen
	
	11.95 sen
	
	 11.65 sen


The condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.
II.
CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	
	Unaudited
	
	Audited

	
	
	
	As at end of current quarter
	
	As at preceding financial year end

	
	
	
	31/03/2004
	
	31/12/2003 

	
	
	
	RM’000
	
	RM’000

	1.
	Property, plant & equipment
	
	189,642
	
	191,491

	2.
	Investments in associate companies
	
	344
	
	1,344

	3.
	Intangible assets
	
	18,754
	
	18,855

	
	
	
	208,740
	
	211,690

	
	
	
	
	
	

	4.
	Current assets
	
	
	
	

	
	
	Inventories
	
	95,147
	
	109,175

	
	
	Receivables
	
	258,691
	
	198,763

	
	
	Amount due from associate companies
	
	1,309
	
	1,309

	
	
	Tax recoverable
	
	155
	
	468

	
	
	Fixed deposits
	
	251
	
	251

	
	
	Cash and bank balances
	
	3,520
	
	26,952

	
	
	
	359,073
	
	336,918

	
	
	
	
	
	

	5.
	Current liabilities
	
	
	
	

	
	
	Payables
	
	198,624
	
	173,936

	
	
	Taxation payable
	
	4,866
	
	3,195

	
	
	Loan and borrowings
	
	51,846
	
	75,939

	
	
	
	255,336
	
	253,070

	6.
	Net current assets
	
	103,737
	
	83,848

	
	
	
	312,477
	
	295,538

	7.
	Shareholders’ funds
	
	
	
	

	
	Share capital
	
	100,915
	
	100,576

	
	Reserves
	
	
	
	

	
	
	Share premium
	
	2,801
	
	1,764

	
	
	Consolidation reserve
	
	32,462
	
	32,462

	
	
	Retained profit
	
	119,265
	
	106,881

	
	
	
	
	
	
	

	
	Total reserves
	
	154,528
	
	141,107

	
	
	
	255,443
	
	241,683

	8.
	Loan and borrowings
	
	5,443
	
	5,443

	9.
	Deferred taxation
	
	2,292
	
	2,286

	10.
	Minority interests
	
	49,299
	
	46,126

	
	
	
	312,477
	
	295,538

	
	
	
	
	
	

	11.
	Net tangible assets per share 
	  
	RM2.35       
	
	RM2.22           


The condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.

III. CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	
	Unaudited
	Unaudited

	
	
	Three months to
	Three months to

	
	
	31/03/2004
	31/03/2003

	
	
	RM’000
	RM’000

	
	Cash receipts from customers
	134,011
	111,776

	
	Cash payments to suppliers
	(113,416)
	(98,174)

	
	Cash payments to employees and for expenses
	(17,305)
	(25,426)

	
	
	
	

	
	Cash generated from operations
	3,290
	(11,824)

	
	
	
	

	
	Interest paid
	(516)
	(507)

	
	Tax paid
	(2,843)
	(3,658)

	
	Interest received
	43
	2

	
	
	
	

	
	Net cash flow from operating activities
	(26)
	(15,987)

	
	
	
	

	
	Investing Activities
	
	

	
	Purchase of property, plant and equipment
	(595)
	(3,219)

	
	
	
	

	
	
	(595)
	(3,219)

	
	
	
	

	
	Financing Activities
	
	

	
	Proceeds from issuance of shares – exercise of share options
	1,376
	-

	
	(Repayments) / drawdown of short term borrowings
	(11,315)
	17,369

	
	Repayments of revolving credit
	(12,000)
	-

	
	Repayments of term loan
	(778)
	-

	
	Withdrawal of fixed deposits
	-
	657

	
	Term loan interest paid
	(94)
	(131)

	
	
	
	

	
	
	(22,811)
	17,895

	
	
	
	
	

	
	Net change in Cash and Cash Equivalent
	(23,432)
	(1,311)

	
	Cash and Cash Equivalent as at beginning of financial period
	27,203
	1,712

	
	Cash and Cash Equivalent as at end of financial period                            (a)
	3,771
	401


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

	
	
	Unaudited
	Unaudited

	
	
	As at 
	As at

	
	
	31/03/2004
	31/03/2003

	
	
	RM’000
	RM’000

	(a) 
	Cash and Cash Equivalent comprise the following amounts:
	
	

	
	
	
	

	
	Fixed deposits pledged to a licensed bank for credit facility
	251
	-

	
	Cash and bank balances
	3,520
	401

	
	
	
	

	
	Cash and Cash Equivalent
	3,771
	401


Previously, the condensed Consolidated Cash Flow Statement was prepared under the Indirect Method. For the current financial period, as allowed for under MASB 5, Cash Flow Statements, the Group adopted the Direct Method in the preparation of condensed Consolidated Cash Flow Statement. The comparative figures have been represented to conform to the current method.
IV
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	
	
	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Retained Profit
	
	Total

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

	Three months to 31 March 2004 (unaudited)
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 January 2004
	
	100,576
	
	1,764
	
	32,462
	
	106,881
	
	241,683

	
	
	
	
	
	
	
	
	
	
	

	Issue of shares – exercise of share options
	
	339
	
	1,037
	
	-
	
	-
	
	1,376

	
	
	
	
	
	
	
	
	
	
	

	Net profit for the year
	
	-
	
	-
	
	-
	
	12,384
	
	12,384

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 31 March 2004
	
	100,915
	
	2,801
	
	32,462
	
	119,265
	
	255,443

	
	
	
	
	
	
	
	
	
	
	


	
	
	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Retained Profit
	
	Total

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

	Three months to 31 March 2003 (unaudited)
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 1 January 2003
	
	100,000
	
	-
	
	25,190
	
	75,631
	
	200,821

	
	
	
	
	
	
	
	
	
	
	

	Net profit for the year
	
	-
	
	-
	
	-
	
	11,646
	
	11,646

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 31 March 2003
	
	100,000
	
	-
	
	25,190
	
	87,277
	
	212,467

	
	
	
	
	
	
	
	
	
	
	


The condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2003.

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 2003.

1.
Accounting policies and methods of computation
The quarterly 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 and paragraph 9.22 of the Bursa Malaysia Listing Requirements. 

2.
Audit report in respect of the 2003 financial statements

The audit report of the Group’s financial statements for the financial year ended 31 December 2003 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 cash flows that are unusual because of their nature, size and incidence in the current period.

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

6.
Debt and equity securities
There were no issuance, cancellations, repurchases, resale or repayment of debt and equity securities for the current financial period ended 31 March 2004 except for the issuance 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
    339
   

             1.38     

7.
Dividend


The Directors do not recommend the payment of an interim dividend for the current period ended 31 March 2004 (2003: Nil).

8.
Segment information for the current financial period

Segment information for the current financial period to 31 March 2004 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
	2,409
	169,045
	19,851
	-
	-
	191,305

	Inter-segment sales
	22,588
	6,564
	1
	-
	(29,153)
	-

	Total revenue
	24,997
	175,609
	19,852
	-
	(29,153)
	191,305

	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	

	Segment results
	5,590
	12,295
	3,764
	(154)
	895
	22,390

	
	
	
	
	
	
	

	Unallocated corporate expense
	-
	-
	-
	-
	
	(154)

	Operating profit
	
	
	
	
	
	22,236

	Interest expense
	-
	(610)
	-
	-
	
	(610)

	Interest income
	-
	43
	-
	-
	
	43

	Share of results of associates
	
	
	
	
	
	(1,000)

	Profit from ordinary activities before taxation
	
	
	
	
	
	20,669

	Taxation
	
	
	
	
	
	(5,112)

	Profit from ordinary activities after taxation
	
	
	
	
	
	15,557

	Minority interests
	
	
	
	
	
	(3,173)

	Net profit for the year
	
	
	
	
	
	12,384


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.

10.
Material events subsequent to the end of the current financial period


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 2004 to the date of this announcement which would substantially affect the financial results of the Group for the three months ended 31 March 2004.
11.
Changes in the composition of the Group

There were no significant changes in the composition of the Group for the current financial period including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring or discontinuing operations.

12.
Contingent liabilities

There are no contingent liabilities as at the date of this announcement since the preceding financial year ended 31 December 2003.

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
	5,651

	Authorised but not contracted for
	1,666

	
	7,317


14.
Taxation

	


	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding 

year corresponding quarter
	
	Three months to
	
	Three

 months to

	
	31/03/2004
	
	31/03/2003
	
	31/03/2004
	
	31/03/2003

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

	Malaysian taxation
	
	
	
	
	
	
	

	- current taxation
	5,106
	
	4,532
	
	5,106
	
	4,532

	- deferred taxation
	6
	
	450
	
	6
	
	450

	
	5,112
	
	4,982
	
	5,112
	
	4,982


The effective tax rate for the current financial period is lower than the statutory tax rate as a result of reinvestment allowance incentive and utilization of unabsorbed business losses from prior years enjoyed by certain subsidiaries.

15.
Disposal of unquoted investments and/or properties

There were no disposal of unquoted investments and/or properties in the current financial period ended 31 March 2004. 

16(a)
Acquisitions and disposals of quoted securities

There were no acquisitions or disposals of quoted securities for the current financial period ended 31 March 2004.

16(b)
Investments in quoted securities

There were no investments in quoted securities as at 31 March 2004.

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 March 2004 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
	-
	-
	-
	-
	49,513
	49,513

	- Term loan
	-
	5,443
	5,443
	-
	2,333
	2,333

	TOTAL
	-
	5,443
	5,443
	-
	51,846
	51,846


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 except for the following:

On 31 March, 6 April and 12 April 2004, the Company announced that its subsidiary companies, Pharmaniaga Logistics Sdn. Bhd. (“PLSB”) and Safire Pharmaceuticals (M) Sdn. Bhd. (“Safire”), were served with Notice of Dishonour by Siemens Financial Services GmbH (“Siemens”). This was in relation to the USD12 million Promissory Notes (“Notes”) purportedly issued by Safire in March 2003 and allegedly guaranteed per aval by PLSB. At the time of alleged issuance of the Notes, Safire was managed under the Special Administrator (“SA”).
Under the circumstances where:

(1) the Notes purportedly issued by Safire was without proper authorization from the SA;

(2) PLSB had never entered or agreed to be guarantor per aval on the Notes; and

(3) a clear case of forgery and unauthorized signature had been perpetrated,
the Company, PLSB and Safire have been advised by our solicitors that the claim made by Siemens through their solicitor is without merit nor basis and that the claim will not have any material or operational impact on the Pharmaniaga Group.

The Company confirms that there has been no service on the Company, PLSB or Safire to date of any legal proceedings filed by Siemens.

21.
Comparison between the current quarter and the immediate preceding quarter
Revenue for the current quarter increased by 14.8% compared to the revenue in the immediate preceding quarter, primarily due to higher concession sales of approximately 27.1%. The sale of pharmaceuticals to the private sector market has also improved by 4.5%. The growth was partially driven by the increase in orders from teaching hospitals and sale of vaccines under the Measles Immunization program.

In line with the improvement in sales, the Group’s profit before taxation for the current quarter rose to RM20.7 million from RM18.7 million recorded in the immediate preceding quarter, representing a growth of 10.7%.

22.
Review of performance for the current quarter and year-to-date
The Group’s revenue for the current quarter and year to date compared to the same period last year recorded a growth of approximately 23.8%. These were mainly contributed by the higher billings for medical equipment supplied for four new hospitals, coupled with an improvement in the pharmaceutical sector performance by 11.4%, in particular the non-concession market by approximately 32.5%. 

Consolidated profit before taxation for the current quarter increased by 15.4% on the back of higher revenue and relatively higher operating expenses.

23.
Prospects
The Directors expect the business environment to continue to be challenging and competitive in 2004 especially in the private sector market due to intense competition amongst the generic pharmaceutical companies. The Group will continue with its efforts to further strengthen its position in the private sector market, whilst making sure that operational excellence and productivity levels in all areas are enhanced.

The Directors are confident of an improved performance in tandem with the overall industry growth.

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”)

	
	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding 

year corresponding quarter
	
	Three months to 
	
	Three   months to

	
	31/03/2004
	
	31/03/2003
	
	31/03/2004
	
	31/03/2003

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

	Net profit attributable to shareholders
	12,384
	
	11,646
	
	12,384
	
	11,646

	
	
	
	
	
	
	
	

	a) Basic EPS
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

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

	At the beginning of period
	100,576
	
	100,000
	
	100,576
	
	100,000

	Weighted average number of shares arising from options exercised during the period
	213
	
	-
	
	213
	
	-

	
	100,789
	
	100,000
	
	100,789
	
	100,000

	
	
	
	
	
	
	
	

	Basic EPS (sen)
	12.29
	
	11.65
	
	12.29
	
	11.65


	b) Diluted EPS
	
	
	

	
	
	
	
	
	
	
	

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

	 In issue during the period
	100,789
	
	100,000
	
	100,789
	
	100,000

	Dilutive impact of unexercised share options
	2,830
	
	-
	
	2,830
	
	-

	
	103,619
	
	100,000
	
	103,619
	
	100,000

	
	
	
	
	
	
	
	

	Diluted EPS (sen)
	11.95
	
	11.65
	
	11.95
	
	11.65


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 has been completed whereas in Wilayah Persekutuan, the implementation is at 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 health centres and clinics in Malacca, Johor and Pahang.

	
	
	By Order of the Board

	
	
	WONG KEO ROU (MAICSA 7021435)

	Shah Alam
	
	YEONG PEET FOONG (MAICSA 7046915)

	18 May 2004
	
	Joint Secretaries
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