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(467709-M)

Incorporated in Malaysia

QUARTERLY REPORT ON CONSOLIDATED RESULTS FOR THE FIRST QUARTER ENDED 31 MARCH 2005
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

	
	
	
	
	31/03/2005
	
	31/03/2004
	
	31/03/2005
	
	31/03/2004

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

	1.
	(a)
	Revenue
	
	227,872
	
	191,305
	
	227,872
	
	191,305

	
	(b)
	Cost of sales
	
	(185,507)
	
	(150,329)
	
	(185,507)
	
	(150,329)

	
	(c)
	Operating expenses
	
	(23,549)
	
	(18,784)
	
	(23,549)
	
	(18,784)

	
	(d)
	Other operating income
	
	150
	
	155
	
	150
	
	155

	
	(e)
	Profit from operations
	
	18,966
	
	22,347
	
	18,966
	
	22,347

	
	(f)
	Finance costs
	
	(717)
	
	(678)
	
	(717)
	
	(678)

	
	(g)
	Profit before investing results
	
	18,249
	
	21,669
	
	18,249
	
	21,669

	
	(h)
	Investing results

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

	
	(i)
	Profit before taxation and minority interests
	
	18,249
	
	20,669
	
	18,249
	
	20,669

	
	(j)
	Taxation
	
	(6,232)
	
	(5,112)
	
	(6,232)
	
	(5,112)

	
	(k)
	Profit after taxation  before deducting minority interests
	
	12,017 
	
	15,557
	
	12,017 
	
	15,557

	
	(l)
	Minority interests
	
	(1,318)
	
	(3,173)
	
	(1,318)
	
	(3,173)

	
	(m)
	Net profit attributable to members of the Company
	
	10,699 
	
	12,384
	
	10,699 
	
	12,384

	
	
	
	
	
	
	
	
	
	
	

	2.
	
	Basic EPS 
	
	10.48 sen
	
	 12.29 sen
	
	10.48 sen
	
	 12.29 sen

	
	
	Diluted EPS
	
	10.25 sen
	
	11.95 sen
	
	10.25 sen
	
	11.95 sen


The condensed Consolidated Income Statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2004.
II.
CONDENSED CONSOLIDATED BALANCE SHEET 

	
	
	
	Unaudited
	
	Audited

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

	
	
	
	31/03/2005
	
	31/12/2004 

	
	
	
	RM’000
	
	RM’000

	1.
	Property, plant & equipment
	
	218,855
	
	213,783

	2.
	Investments in associate companies
	
	144
	
	144

	3.
	Intangible assets
	
	38,563
	
	19,862

	
	
	
	257,562
	
	233,789

	
	
	
	
	
	

	4.
	Current assets
	
	
	
	

	
	
	Inventories
	
	129,142
	
	128,388

	
	
	Receivables
	
	281,366 
	
	210,648

	
	
	
	
	
	
	

	
	
	Tax recoverable
	
	1,714
	
	2,087

	
	
	Fixed deposits
	
	2,137
	
	2,175

	
	
	Cash and bank balances
	
	22,463
	
	52,249

	
	
	
	436,822 
	
	395,547

	
	
	
	
	
	

	5.
	Current liabilities
	
	
	
	

	
	
	Payables
	
	243,169
	
	232,306

	
	
	Taxation payable
	
	7,375
	
	5,792

	
	
	
	
	
	
	38,197

	
	
	Loan and borrowings
	
	67,922
	
	38,197

	
	
	
	318,466 
	
	276,295

	6.
	Net current assets
	
	118,356 
	
	119,252

	
	
	
	375,918
	
	353,041

	7.
	Shareholders’ funds
	
	
	
	

	
	Share capital
	
	102,123
	
	101,927

	
	Reserves
	
	
	
	

	
	
	Share premium
	
	6,526
	
	5,902

	
	
	Consolidation reserve
	
	32,462
	
	32,462

	
	
	Foreign currency reserve
	
	(389)
	
	-

	
	
	Retained profit
	
	155,252
	
	144,553

	
	
	
	
	
	
	

	
	Total reserves
	
	193,851
	
	182,917

	
	Shareholders’ funds
	
	295,974 
	
	284,844

	8.
	Loan and borrowings
	
	69,750
	
	-

	9.
	Deferred taxation
	
	1,560
	
	1,560

	10.
	Minority interests
	
	8,634
	
	66,637

	
	
	
	375,918 
	
	353,041

	
	
	
	
	
	

	11.
	Net tangible assets per share 
	  
	RM2.52       
	
	RM2.60                


The condensed Consolidated Balance Sheet should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2004.

III. CONDENSED CONSOLIDATED CASH FLOW STATEMENT

	
	
	Unaudited
	Unaudited

	
	
	 Three months to
	Three months to

	
	
	31/03/2005
	31/03/2004

	
	
	RM’000
	RM’000

	
	Cash receipts from customers
	

151,395
	134,011

	
	Cash payments to suppliers
	(173,042)
	(113,416)

	
	Cash payments to employees and for expenses
	(19,354)
	(17,305)

	
	
	
	

	
	Cash (used in) / from operations
	(41,001) 
	3,290

	
	
	
	

	
	Interest paid
	(622)
	(516)

	
	Tax paid
	(4,177)
	(2,843)

	
	Interest received
	67
	43

	
	
	
	

	
	Net cash used in operating activities
	(45,733)
	(26)

	
	
	
	

	
	Investing Activities
	
	

	
	Proceeds from disposal of property, plant and equipment
	7
	-

	
	Purchase of property, plant and equipment
	(5,911)
	(595)

	
	
	
	

	
	Acquisition of subsidiary 



                                               
	(78,523)
 
	-


	
	Net cash used in investing activities
	(84,427)
	(595)

	
	
	
	

	
	Financing Activities
	
	

	
	Proceeds from issuance of shares – exercise of share options
	820
	1,376

	
	
	
	

	
	Drawdown / (repayments) of short term borrowings
	29,889
	(11,315)

	
	Repayments of revolving credit
	-
	(12,000)

	
	
	
	

	
	Drawdown / (repayments) of term loan
	69,750
	(778)

	
	Fixed deposits withdrawal
	38
	-

	
	Term loan interest paid
	-
	(94)

	
	
	
	

	
	Net cash  from / (used in) financing activities
	100,497
	(22,811)

	
	
	
	
	

	
	Net change in Cash and Cash Equivalents
	(29,663)
	(23,432)

	
	Currency translation differences
	(123)
	-

	
	Cash and Cash Equivalents as at beginning of financial period                         
	52,249 
	26,952

	
	Cash and Cash Equivalents as at end of financial period                          (a)
	22,463
	3,520 

	
	
	
	

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

	
	
	
	

	
	
	Unaudited
	Unaudited

	
	
	As at 31/03/2005
	As at 31/03/2004

	
	
	RM’000
	RM’000

	
	
	
	

	
	Fixed deposits 
	2,137
	251

	
	
	
	

	
	Cash and bank balances
	

22,463
	3,520

	
	
	24,600
	3,771

	
	Less: Fixed deposits pledged
	(2,137)
	(251) 

	
	Cash and Cash Equivalents
	22,463
	3,520 

	
	
	
	


The condensed Consolidated Cash Flow Statement should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2004.

IV
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Other

Reserves
	
	Retained Profit
	
	Total

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

	Three months to 
31 March 2005 (unaudited)
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 
1 January 2005
	101,927
	
	5,902
	
	32,462
	
	-
	
	144,553
	
	284,844

	
	
	
	
	
	
	
	
	
	
	
	

	Issue of shares 
– exercise of share options
	196
	
	624
	
	-
	
	-
	
	-
	
	820

	
	
	
	
	
	
	
	
	
	
	
	

	Net profit for the period
	-
	
	-
	
	-
	
	-
	
	10,699
	
	10,699

	
	
	
	
	
	
	
	
	
	
	
	

	Foreign currency reserves
	-
	
	-
	
	-
	
	(389)
	
	-
	
	(389)

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	Balance as at 
31 March 2005
	102,123
	
	6,526
	
	32,462
	
	(389)
	
	155,252
	
	295,974 

	
	
	
	
	
	
	
	
	
	
	
	


	Share Capital
	
	Share

Premium
	
	Consolidation Reserve
	
	Other

Reserves
	
	Retained Profit
	
	Total

	
	RM’000
	
	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 period
	-
	
	-
	
	-
	
	-
	
	12,384
	
	12,384

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

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

	
	
	
	
	
	
	
	
	
	
	
	


The condensed Consolidated Statement of Changes in Equity should be read in conjunction with the Annual Financial Statements for the year ended 31 December 2004.

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 2004.

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 FRS 1342004, Interim Financial Reporting. 

2.
Audit report in respect of the 2004 financial statements

The audit report of the Group’s financial statements for the financial year ended 31 December 2004 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 financial years that have a material effect in the current period.

6.
Debt and equity securities
The Group did not undertake any other issuance and/or repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares for the current financial period ended 31 March 2005 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
        155.6
   

             0.63     


                 4.64
          26.8


             0.13

                 4.69
          13.6


             0.06
7.
Dividend


The Directors do not recommend any payment of an interim dividend for the current period ended 31 March 2005 (2004: Nil).

8.
Segment information for the current financial period

Segment information for the current financial period to 31 March 2005 is as follows:

	
	Pharmaceutical manufacturing
	Pharmaceutical trading, marketing, distribution and e-services
	Medical products and services
	Other operations
	Eliminations
	Consolidated

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

	REVENUE
	
	
	
	
	
	

	External sales
	2,379
	218,380
	7,113
	-
	-
	227,872

	Inter-segment sales
	20,764
	5,561
	-
	-
	(26,325)
	-

	Total revenue
	23,143
	223,941
	7,113
	- 
	(26,325)
	227,872

	
	
	
	
	
	
	

	RESULTS
	
	
	
	
	
	

	Segment results
	4,809
	12,921
	708
	(266)
	1,282
	19,454

	
	
	
	
	
	
	

	Unallocated corporate expense
	
	
	
	
	
	(650)

	Operating profit
	
	
	
	
	
	18,804 

	Interest expense
	-
	(622)
	-
	-
	
	(622)

	Interest income
	-
	67
	-
	-
	
	67

	
	
	
	
	
	
	

	Profit from ordinary activities before taxation
	
	
	
	
	
	18,249 

	Taxation
	
	
	
	
	
	(6,232)

	Profit from ordinary activities after taxation
	
	
	
	
	
	12,017

	Minority interests
	
	
	
	
	
	(1,318)

	Net profit for the  period
	
	
	
	
	
	10,699


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 since 31 March 2005 to the date of this announcement which would substantially affect the financial results of the Group for the three months ended 31 March 2005.
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 except as stated below:
Proposed acquisition by Pharmaniaga Berhad of the remaining 30% equity interest in Pharmaniaga Logistics Sdn. Bhd. comprising 12,000,000 ordinary shares of RM1.00 each held by Kuala Lumpur Industries Holdings Berhad ("KLIH"), a wholly-owned subsidiary of Equine Capital Berhad, for a total cash consideration of RM77,500,000 which was completed on 1 April 2005. As a result, the Company’s shareholdings in Pharmaniaga Logistics Sdn. Bhd. increased from 70% to 100%.
(i) 
(ii) 
12.
Contingent liabilities

There are no material contingent liabilities as at the date of this announcement since the preceding financial year ended 31 December 2004.

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
	52,722

	Authorised but not contracted for
	44,342

	
	97,064


The material commitments authorised and contracted for are in relation to the construction or refurbishment of manufacturing plants and  purchase of related machinery and equipment. 
14.
Taxation

	


	Individual Quarter
	
	Cumulative Quarter

	
	Current year quarter
	
	Preceding 

year corresponding quarter
	
	Three
 months to
	
	Three
 months to

	
	31/03/2005
	
	31/03/2004
	
	31/03/2005
	
	31/03/2004

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

	Malaysian taxation
	
	
	
	
	
	
	

	- current taxation
	6,232
	
	5,106
	
	6,232
	
	5,106

	
	
	
	
	
	
	
	

	- deferred taxation
	-
	
	6
	
	-
	
	6

	
	6,232
	
	5,112
	
	6,232
	
	5,112


The effective tax rate for the current financial period is higher than the statutory tax rate as a result of non-allowable expenses and higher overseas subsidiary tax rate of 30%.

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 2005. 

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 2005.


16(b)
Investments in quoted securities

There were no investments in quoted securities as at 31 March 2005.


	
	
	

	
	
	

	
	
	

	
	
	


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 2005 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
	-
	-
	-
	-
	58,699
	58,699

	- Term loan
Foreign
-  Term Loan
    Indonesian Rupiah (RM1 : IDR2,506.90)
	-
-
	69,750
-
	69,750
-
	-
9,223
	-
-
	-
9,223

	TOTAL
	-
	69,750
	69,750
	9,223
	58,699
	67,922


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 are no outstanding material litigation as at the date of this announcement except:
 
(i) 
Demand by Siemens Financial Services GmbH (“Siemens”) for USD12.0 million
As at the date of this announcement, the Company confirms that no civil suit on the Company and its subsidiaries, Pharmaniaga Logistics Sdn. Bhd. and Safire Pharmaceuticals (M) Sdn. Bhd. (“Safire”) has been filed by Siemens.


(ii)
Danaharta Urus Sdn. Bhd. vs Safri bin Nawawi (by original claim)

     
Safri bin Nawawi vs Danaharta Urus Sdn. Bhd. & Anor and 6 others (action by counterclaim)


The Company announced on 18 January 2005, that Safri bin Nawawi and Hamimah binti Idruss, former directors of Safire, on 28 December 2004 have each commenced an action by way of Counterclaim against the Company in the legal suit originally filed by Danaharta Urus Sdn. Bhd. against them. The Company and Safire are named 4th Defendant and 3rd Defendant respectively in both Actions by Counterclaim and were served with the court papers on 11 January 2005. The Company had filed its Memorandum of Appearance in Court on 14 January 2005 and 18 January 2005 in respect of the Counterclaim. Solicitors have been appointed to represent and advise the Company and Safire on the appropriate course of action.

21.
Comparison between the current quarter and the immediate preceding quarter
Revenue for the current quarter showed an increase of 13.5% compared to that in the immediate preceding quarter. The growth was mainly contributed by the Indonesian operation, PT Millennium Pharmacon International Tbk (“MPI”).  MPI’s revenue made up about 20% of the Group’s revenue for the current quarter.
The Group’s profit before taxation after investing activities however was 18.0% lower. Substantial revenue from the hospital equipping projects and the Middle East equipment supply contract was recognized in the fourth quarter of 2004 thus contributing to the better profit for the Group for that quarter. 
22.
Review of performance for the current quarter
The growth in the Group’s revenue by 19.1% over the corresponding period last year was also mainly driven by the  contribution from MPI. 

The Groups’ profit before taxation after investing activities was comparatively lower by 11.7%. Again, substantial revenue from the hospital equipping projects recognized in the first quarter of 2004 contributed to the better profit for the Group for that period last year. 

The four new hospitals are expected to be handed over to the Government by the third quarter this year.
23.
Prospects for the current financial year
The year 2005 will be a challenging year for the Group in view of the ever increasing competition. However, the Group is continuously striving to improve market share and pursue greater operational efficiency.
Barring unforeseen circumstances, the Board of Directors is optimistic that the Group will begin to realize returns on investments made in the previous years. In addition, the Group’s operations are also expected to improve in the next quarters of the year.
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
	
	Three   months to 
	
	Three
 months to

	
	31/03/2005
	
	31/03/2004
	
	31/03/2005
	
	31/03/2004

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

	Net profit attributable to shareholders
	10,699
	
	12,384
	
	10,699
	
	12,384

	
	
	
	
	
	
	
	

	a) Basic EPS
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

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

	At the beginning of the period
	101,927
	
	100,576
	
	101,927
	
	100,576

	Weighted average number of shares arising from options exercised during the period
	147
	
	213
	
	147
	
	213

	
	102,074
	
	100,789
	
	102,074
	
	100,789

	
	
	
	
	
	
	
	

	Basic EPS (sen)
	10.48
	
	12.29
	
	10.48
	
	12.29


	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	b) Diluted EPS
	
	
	

	
	
	
	
	
	
	
	

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

	In issue during the period
	102,074
	
	100,789
	
	102,074
	
	100,789

	Dilutive impact of unexercised share options
	2,331
	
	2,830
	
	2,331
	
	2,830

	
	104,405
	
	103,619
	
	104,405
	
	103,619

	
	
	
	
	
	
	
	

	Diluted EPS (sen)
	10.25
	
	11.95
	
	10.25
	
	11.95


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

Phase 3 computerisation of the Clinic Procurement Systems (“CPS”) by Pharmaniaga Solutions Sdn. Bhd. (“PS”) in Government health centers and clinics in Penang and Perlis has been completed whilst Kedah, Kelantan and Terengganu will commence in May 2005. At present, the CPS are installed at 399 sites.

	
	
	By Order of the Board

	
	
	WONG KEO ROU (MAICSA 7021435)

	Shah Alam
	
	YEONG PEET FOONG (MAICSA 7046915)

	18 May 2005
	
	Joint Secretaries
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