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(467709-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE THIRD QUARTER ENDED 30 SEPTEMBER 2004.

THE FIGURES HAVE NOT BEEN AUDITED.

I.
CONDENSED CONSOLIDATED INCOME STATEMENT

	
	
	
	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	
	
	
	Current year quarter
	
	Preceding year corresponding quarter
	
	Nine     months to
	
	Nine       months to

	
	
	
	
	30/09/2004
	
	30/09/2003
	
	30/09/2004
	
	30/09/2003

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

	1.
	(a)
	Revenue
	
	229,265
	
	156,200
	
	599,214
	
	465,987

	
	(b)
	Cost of sales
	
	(181,496)
	
	(124,119)
	
	(474,236)
	
	(369,428)

	
	(c)
	Operating expenses
	
	(24,274)
	
	(14,547)
	
	(62,662)
	
	(46,885)

	
	(d)
	Other operating income
	
	81
	
	78
	
	491
	
	424

	
	(e)
	Profit from operations
	
	23,576
	
	17,612
	
	62,807
	
	50,098

	
	(f)
	Finance costs
	
	(395)
	
	(695)
	
	(1,493)
	
	(1,921)

	
	(g)
	Profit before investing results
	
	23,181
	
	16,917
	
	61,314
	
	48,177

	
	(h)
	Investing results

Share of results of associate
	
	(600)
	
	-
	
	(1,800)
	
	-

	
	(i)
	Profit before taxation and minority interests
	
	22,581
	
	16,917
	
	59,514
	
	48,177

	
	(j)
	Taxation
	
	(5,675)
	
	(3,541)
	
	(14,487)
	
	(11,880)

	
	(k)
	Profit after taxation  before deducting minority interests
	
	16,906
	
	13,376
	
	45,027
	
	36,297

	
	(l)
	Minority interests
	
	(2,705)
	
	(2,150)
	
	(7,560)
	
	(5,036)

	
	(m)
	Net profit attributable to members of the Company
	
	14,201
	
	11,226
	
	37,467
	
	31,261

	
	
	
	
	
	
	
	
	
	
	

	2.
	
	Basic EPS 
	
	13.99 sen
	
	 11.21 sen
	
	37.06 sen
	
	 31.24 sen

	
	
	Diluted EPS
	
	 13.71 sen
	
	11.13 sen
	
	34.86 sen
	
	 31.18 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

	
	
	
	30/09/2004
	
	31/12/2003 

	
	
	
	RM’000
	
	RM’000

	1.
	Property, plant & equipment
	
	196,772
	
	191,491

	2.
	Investments in associate companies
	
	144
	
	1,344

	3.
	Intangible assets
	
	17,865
	
	18,855

	
	
	
	214,781
	
	211,690

	
	
	
	
	
	

	4.
	Current assets
	
	
	
	

	
	
	Inventories
	
	94,726
	
	109,175

	
	
	Receivables
	
	267,848
	
	198,763

	
	
	Amount due from associate companies
	
	1,309
	
	1,309

	
	
	Tax recoverable
	
	468
	
	468

	
	
	Fixed deposits
	
	251
	
	251

	
	
	Cash and bank balances
	
	8,806
	
	26,952

	
	
	
	373,408
	
	336,918

	
	
	
	
	
	

	5.
	Current liabilities
	
	
	
	

	
	
	Payables
	
	214,400
	
	173,936

	
	
	Taxation payable
	
	4,280
	
	3,195

	
	
	Loan and borrowings
	
	34,818
	
	75,939

	
	
	
	253,498
	
	253,070

	6.
	Net current assets
	
	119,910
	
	83,848

	
	
	
	334,691
	
	295,538

	7.
	Shareholders’ funds
	
	
	
	

	
	Share capital
	
	101,680
	
	100,576

	
	Reserves
	
	
	
	

	
	
	Share premium
	
	5,142
	
	1,764

	
	
	Consolidation reserve
	
	32,462
	
	32,462

	
	
	Retained profit
	
	135,757
	
	106,881

	
	
	
	
	
	
	

	
	Total reserves
	
	173,361
	
	141,107

	
	Shareholders’ funds
	
	275,041
	
	241,683

	8.
	Loan and borrowings
	
	3,108
	
	5,443

	9.
	Deferred taxation
	
	2,856
	
	2,286

	10.
	Minority interests
	
	53,686
	
	46,126

	
	
	
	334,691
	
	295,538

	
	
	
	
	
	

	11.
	Net tangible assets per share 
	  
	RM2.53       
	
	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

	
	
	 Nine months to
	Nine months to

	
	
	30/09/2004
	30/09/2003

	
	
	RM’000
	RM’000

	
	Cash receipts from customers
	

536,225
	440,095

	
	Cash payments to suppliers
	(413,977)
	(364,440)

	
	Cash payments to employees and for expenses
	(68,499)
	(63,102)

	
	
	
	

	
	Cash generated from operations
	53,749
	12,553

	
	
	
	

	
	Interest paid
	(1,236)
	(1,550)

	
	Tax paid
	(12,839)
	(12,592)

	
	Interest received
	70
	33

	
	
	
	

	
	Net cash from / (used in) operating activities
	39,744
	(1,556)

	
	
	
	

	
	Investing Activities
	
	

	
	Proceeds from disposal of property, plant and equipment
	24
	-

	
	Purchase of property, plant and equipment
	(10,092)
	(8,607)

	
	Acquisition of subsidiary
	-
	(20,000)

	
	Net cash used in investing activities
	(10,068)
	(28,607)

	
	
	
	

	
	Financing Activities
	
	

	
	Proceeds from issuance of shares – exercise of share options
	4,482
	730

	
	Dividends paid
	(8,591)
	(6,000)

	
	(Repayments) / drawdown of short term borrowings
	(29,123)
	23,537

	
	(Repayments) / drawdown of revolving credit
	(12,000)
	12,000

	
	Repayments of term loan
	(2,334)
	(2,334)

	
	Withdrawal of fixed deposits
	-
	414

	
	Term loan interest paid
	(256)
	(371)

	
	
	
	

	
	Net cash (used in) / from financing activities
	(47,822)
	27,976

	
	
	
	
	

	
	Net change in Cash and Cash Equivalents
	(18,146)
	(2,187)

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

	
	Cash and Cash Equivalents as at end of financial period                         (a)
	9,057
	(475)


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

	
	
	Unaudited
	Unaudited

	
	
	As at 
	As at

	
	
	30/09/2004
	30/09/2003

	
	
	RM’000
	RM’000

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

	
	
	
	

	
	Bank overdraft
	-
	(718)

	
	Fixed deposits pledged to a licensed bank for credit facility
	251
	243

	
	Cash and bank balances
	

8,806
	-

	
	
	
	

	
	Cash and Cash Equivalents
	9,057
	(475)


In the previous financial year, 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

	Nine months to 30 September 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
	
	1,104
	
	3,378
	
	-
	
	-
	
	4,482

	
	
	
	
	
	
	
	
	
	
	

	Net profit for the period
	
	-
	
	-
	
	-
	
	37,467
	
	37,467

	
	
	
	
	
	
	
	
	
	
	

	2003 final 8.5% tax exempt dividend
	
	-
	
	-
	
	-
	
	(8,591)
	
	(8,591)

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2004
	
	101,680
	
	5,142
	
	32,462
	
	135,757
	
	275,041

	
	
	
	
	
	
	
	
	
	
	


	
	
	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Retained Profit
	
	Total

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

	Nine months to 30 September 2003 (unaudited)
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	

	Issue of shares – exercise of share options
	
	180
	
	550
	
	-
	
	-
	
	730

	
	
	
	
	
	
	
	
	
	
	

	Acquisition of subsidiary
	
	-
	
	-
	
	4,080
	
	-
	
	4,080

	
	
	
	
	
	
	
	
	
	
	

	Net profit for the period
	
	-
	
	-
	
	-
	
	31,261
	
	31,261

	
	
	
	
	
	
	
	
	
	
	

	2002 final 6% tax exempt dividend
	
	-
	
	-
	
	-
	
	(6,000)
	
	(6,000)

	
	
	
	
	
	
	
	
	
	
	

	Balance as at 30 September 2003
	
	100,180
	
	550
	
	29,270
	
	100,892
	
	230,892

	
	
	
	
	
	
	
	
	
	
	


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 were no items affecting assets, liabilities, equity, net income or cash flows that were unusual because of their nature, size and incidence in the current period.

5.
Material changes in estimates used
There were no changes in estimates of amounts reported in prior interim periods of the current financial period or 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 30 September 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
    1,104
   

             4.48     

7.
Dividend

An interim tax-exempt dividend of 4.5% on 101,606,267 ordinary shares of RM1.00 each for the current year amounting to RM4,572,282 was paid on 19 October 2004 (2003: interim tax-exempt dividend of 3.5% on 100,179,698 ordinary shares of RM1.00 each amounting to RM3,506,289).
8.
Segment information for the current financial period

Segment information for the current financial period to 30 September 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
	7,847
	531,578
	59,789
	-
	-
	599,214

	Inter-segment sales
	70,383
	24,302
	-
	-
	(94,685)
	-

	Total revenue
	78,230
	555,880
	59,789
	-
	(94,685)
	599,214

	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	

	Segment results
	20,011
	32,838
	8,104
	7,968
	(5,542)
	63,379

	
	
	
	
	
	
	

	Unallocated corporate expense
	-
	-
	-
	-
	
	(642)

	Operating profit
	
	
	
	
	
	62,737

	Interest expense
	-
	(1,493)
	-
	-
	
	(1,493)

	Interest income
	-
	70
	-
	-
	
	70

	Share of results of associates
	
	
	
	
	
	(1,800)

	Profit from ordinary activities before taxation
	
	
	
	
	
	59,514

	Taxation
	
	
	
	
	
	(14,487)

	Profit from ordinary activities after taxation
	
	
	
	
	
	45,027

	Minority interests
	
	
	
	
	
	(7,560)

	Net profit for the period
	
	
	
	
	
	37,467


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 30 September 2004 to the date of this announcement which would substantially affect the financial results of the Group for the nine months ended 30 September 2004.
11.
Changes in the composition of the Group

There were no significant changes in the composition of the Group for the current quarter and financial period including business combinations, acquisitions or disposals of subsidiaries and long term investments, restructuring or discontinuing operations except as stated below:
On 20 September 2004, the Company acquired 2 ordinary shares of RM1.00 each fully paid representing 100% equity interest in Esteem Interpoint Sdn. Bhd. (“Esteem”) for a 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 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
	60,876

	Authorised but not contracted for
	42,410

	
	103,286


The material commitments authorized and contracted for are in relation to the construction and refurbishment of manufacturing plants and purchase of related machinery and equipment.

14.
Taxation

	


	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding 

year corresponding quarter
	
	Nine

 months to
	
	Nine

 months to

	
	30/09/2004
	
	30/09/2003
	
	30/09/2004
	
	30/09/2003

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

	Malaysian taxation
	
	
	
	
	
	
	

	- current taxation
	5,458
	
	3,936
	
	14,041
	
	13,137

	- utilization of tax credit from prior year
	-
	
	-
	
	(192)
	
	-

	- underprovision in prior year
	-
	
	-
	
	68
	
	-

	- deferred taxation
	217
	
	(395)
	
	570
	
	(1,257)

	
	5,675
	
	3,541
	
	14,487
	
	11,880


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 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 30 September 2004. 

16(a)
Acquisitions and disposals of quoted securities

There were no acquisitions or disposals of quoted securities for the current financial period ended 30 September 2004.

16(b)
Investments in quoted securities

There were no investments in quoted securities as at 30 September 2004.

17.
Status of corporate proposals announced but not completed as at the date of this announcement
On 29 September 2004, the Company announced the following proposals which were not completed yet at the date of this announcement:-

(i) Proposed acquisition by Esteem, a wholly-owned subsidiary of Pharmaniaga, of 400,400,000 shares of Indonesian Rupiah (“IDR”) 100 each representing 55% equity interest in PT. Millennium Pharmacon International Tbk (“MPI”) from PT. Tigamitra Multikarya (“Tigamitra”) for a total cash consideration of IDR28,028,000,000 (approximately RM12,220,208) or IDR70 (approximately 3.05 sen) per share (“Proposed Acquisition”); and

(ii) Proposed tender offer for the remaining shares in MPI not owned by Esteem and Tigamitra upon the completion of the Proposed Acquisition.

Subsequently, on 17 November 2004, Bank Negara Malaysia approved the Proposed Acquisition under Exchange Control of Malaysia Notice 9 and 12.
18.
Borrowings and debt securities

The details of Group borrowings and debt securities as at 30 September 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
	-
	-
	-
	-
	31,706
	31,706

	- Term loan
	-
	3,108
	3,108
	-
	3,112
	3,112

	TOTAL
	-
	3,108
	3,108
	-
	34,818
	34,818


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

20.
Material litigation
 
There is no outstanding material litigation as at the date of this announcement except for the Notice of Dishonour for USD12.0 million served by Siemens Financial Services GmbH (“Siemens”) as disclosed in the 1st quarter financial announcement dated 18 May 2004. As at the date of this announcement, the Company confirms that there has been no service on the Company and its subsidiaries, Pharmaniaga Logistics Sdn. Bhd. and Safire Pharmaceuticals (M) Sdn. Bhd. of any legal proceedings filed by Siemens.

21.
Comparison between the current quarter and the immediate preceding quarter
The growth in revenue of 28.3% as compared to the immediate preceding quarter was largely attributed to the completion and recognition of sale of drugs, medical disposables and medical equipment to Kurdistan Province, Iraq for a total of RM28.9 million under the RM38.4 million (USD10.1 million) contracts secured during the period. Concession sales rebounded this quarter with a 25.3% increase after it dropped by 14.7% in the second quarter this year.

Similarly, the Group’s profit before taxation after investing activities for the current quarter also increased to RM22.6 million from RM16.3 million recorded in the immediate preceding quarter, representing a growth of 38.7%.  This was contributed by improved gross profit margin and further enhanced by the relatively slower growth in operating expenses.

22.
Review of performance for the current quarter and year-to-date
The Group’s revenue for the current quarter grew by approximately 46.8% over the corresponding quarter last year. All sectors showed strong growth during the current quarter, in particular concession sales and international sales for both pharmaceuticals and medical equipment. This led to increase in revenue for the year-to-date by 28.6%. 

In line with the increase in sales, consolidated profit before taxation after investing activities for the current quarter and the year-to-date increased by 33.5% and 23.5% respectively as compared to the corresponding period last year. Despite improved gross profit margin, the growth in profit before taxation was slowed down by the higher operating expenses and share of losses from its associate company in the current period.

23.
Prospects
Whilst the Board of Directors expects the competitive business environment to prevail in the remaining months of 2004, the Group has managed to register the highest quarterly turnover and profit before taxation since its listing in the current quarter. Nevertheless the Group will endeavor to enhance operational efficiency and seek business expansion opportunities in order to further strengthen its position in the market place.

Barring unforeseen circumstances, the Board of Directors is optimistic that the results for year 2004 will be in tandem with the overall industry growth.

24.
Profit forecast
No commentary is made on any variance between actual profit and 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
	
	Nine   months to 
	
	Nine

 months to

	
	30/09/2004
	
	30/09/2003
	
	30/09/2004
	
	30/09/2003

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

	Net profit attributable to shareholders
	14,201
	
	11,226
	
	37,467
	
	31,261

	
	
	
	
	
	
	
	

	a) Basic EPS
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

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

	At the beginning of period
	101,085
	
	100,000
	
	100,576
	
	100,000

	Weighted average number of shares arising from options exercised during the period
	392
	
	119
	
	532
	
	40

	
	101,477
	
	100,119
	
	101,108
	
	100,040

	
	
	
	
	
	
	
	

	Basic EPS (sen)
	13.99
	
	11.21
	
	37.06
	
	31.24


	b) Diluted EPS
	
	
	

	
	
	
	
	
	
	
	

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

	In issue during the period
	101,477
	
	100,119
	
	101,108
	
	100,040

	Dilutive impact of unexercised share options
	2,124
	
	653
	
	6,363
	
	220

	
	103,601
	
	100,772
	
	107,471
	
	100,260

	
	
	
	
	
	
	
	

	Diluted EPS (sen)
	13.71
	
	11.13
	
	34.86
	
	31.18


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

The Phase 2 computerization of the Clinical Procurement Systems (“CPS”) by Pharmaniaga Solutions Sdn. Bhd. (“PS”) have reached 100% completion for Pahang and Malacca whilst Johor is at 70% stage of completion.  The completion of the CPS implementation in Johor is targeted by end of November 2004. At present, total sites completed for Phase 2 is 155 sites.

	
	
	By Order of the Board

	
	
	WONG KEO ROU (MAICSA 7021435)

	Shah Alam
	
	YEONG PEET FOONG (MAICSA 7046915)

	26 November 2004
	
	Joint Secretaries
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