PANTAI HOLDINGS BERHAD (“PHB”)
(Company No: 11832-K)

NOTES TO THE INTERIM FINANCIAL REPORT

1. Basis of preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, Interim Financial Reporting and Chapter 9 part K of the Bursa Malaysia Securities Listing Requirements (“Bursa Securities LR”).

The interim financial report should be read in conjunction with the annual audited financial statements of the Group for the year ended 30 June 2004.

The accounting policies and methods of computation adopted by the Group in this interim financial report are consistent with those adopted in the financial statements for the year ended 30 June 2004.



2.
Audit Report of the preceding annual financial statements

The auditors’ report of the preceding financial statements for year ended 30 June 2004 was not subject to any qualification.


3.
Seasonal or cyclical factors
As the Group’s activities are predominantly in the health care industry, which is wholly carried out in Malaysia, the exposure to seasonal and cyclical factors is minimal or of no influence at all.

4.
Unusual items affecting assets, liabilities, equity, net income or cash flows

There were no unusual items affecting the Group for the financial period ended 31 March 2005.
5.
Changes in estimates

There were no material changes in estimates for the financial period ended 31 March 2005.

6.
Debt and equity securities

(i) On 18 October 2004 the Company issued 32,264,151 new ordinary shares of RM1.00 each, pursuant to the following proposals:-

a. Acquisition by Pantai Hospitals Sdn Bhd (“PHSB”) of the remaining 49% equity interest in Cheras Medical Centre Sdn Bhd (“CMC”) comprising 2,940,001 ordinary shares of RM1.00 each not already owned by Pantai Holdings Berhad (“PHB”) from CRSC Property Sdn Bhd (“CRSC”) for a purchase consideration of RM8,800,000 satisfied by the issuance of 8,301,887 new PHB shares at an issue price of RM1.06 per share. (Hereafter called “CMC Acquisition”)
b. Acquisition by CMC of a piece of freehold land held under title no. HS(D) 98726, PT4820, Mukim Kuala Lumpur, Daerah Kuala Lumpur, Negeri Wilayah Persekutuan, measuring approximately 4,607 square metres, together with a 5-storey hospital building with one basement level erected thereon (“Property”) from Chase Crest Sdn Bhd (“CCSB”) for a purchase consideration of RM25,400,000 satisfied by the issuance of 23,962,264 new PHB shares at an issue price of RM1.06 per share. (Hereafter called “Property Acquisition”)

(ii) For the current financial period up to 31 March 2005, the Company purchased a total of 8,533,400 units of its own shares through open market at the minimum price of RM0.775 and the maximum price of RM1.030.  The said shares are retained as treasury shares.
(iii) For the current financial period up to 31 March 2005, 180,178 ordinary shares of RM1.00 each were issued pursuant to the conversion of RM201,800 nominal value of ICULS 2002/2007 at the rate of RM1.12 for every one (1) ordinary shares.




7.
Dividends

a. 
Dividends Paid


Dividends paid during the current financial year are as follows:-

	
	
	In respect of financial year ended / ending
	Paid on
	Amount (RM)

	1.
	First and final dividend
 - 2% less 28% income tax
	30 June 2004
	29 Dec 2004
	5,193,805


	2.
	First interim dividend
 - 1% less 28% income tax
	30 June 2005
	29 April 2005
	2,803,334



b.
Proposed Dividend
The Board of Directors has declared a second interim dividend on the ordinary shares of the Company of 1% less income tax of 28% per share amounting to approximately RM2,803,895 for the financial year ending 30 June 2005.  The date of payment of the recommended second interim dividend shall be determined by the Directors at a later date.





8.
Segment information

	   By Activity
	Current quarter 
ended
	Current year to-date ended

	
	31/03/2005
	31/03/2005


	
	Turnover
	PBT
	Turnover
	PBT

	
	RM’000
	RM’000
	RM’000
	RM’000

	Hospital services
	86,837
	4,502
	256,937
	14,729

	Healthcare support services
	90,547
	14,728
	260,774
	46,341

	Investments holding & others
	-
	(2,950)
	-
	(11,705)

	
	177,384
	16,280
	517,711
	49,365

	Associated companies
	-
	2,011
	-
	3,729

	
	177,384
	18,291
	517,711
	53,094

	Consolidation adjustments
	-
	(1,720)
	-
	(5,107)

	Total
	177,384
	16,571
	517,711
	47,987


9.
Valuation of property, plant and equipment

The Group does not state any assets based on valuation of its property, plant and equipment.

10.

Subsequent material events
(i) Between 1 April 2005 to 26 May 2005, the Company purchased a total of 1,533,100 units of its own shares though open market at the minimum price of RM0.965 and the maximum price of RM1.050.  The said shares are retained as treasury shares.
(ii) Between 1 April 2005 to 26 May 2005, 310,000 ordinary shares of RM1.00 each were issued pursuant to the conversion of RM347,200 nominal value of ICULS 2002/2007 at the rate of RM1.12 for every one (1) ordinary shares.
11.

Changes in composition of the Group
(i) On 18 October 2004, PHSB acquired an additional 49% equity interest in CMC comprising 2,940,001 ordinary shares of RM1.00 each for a total cash consideration of RM8,800,000 from CRSC. The aforesaid acquisition has increased PHSB’s shareholding in CMC from its present 3,060,001 ordinary shares or 51% equity interest, to 6,000,002 or 100%.
(ii) On 17 January 2005, Pantai Support Services Sdn Bhd (“PSS”), a wholly owned subsidiary of PHB, subscribed for additional 225,000 ordinary shares of RM1 each in PM Care Sdn Bhd (“PM Care”) by the capitalisation of advances given to PM Care amounting to RM5,058,000.  The said subscription has increased PSS’s shareholdings in PM Care from its present 510,000 ordinary shares or 51% equity interest to 735,000 or 60%.

(iii) On 24 March 2005, Pantai Medivest Sdn Bhd and Pantai Group Resources Sdn Bhd both wholly-owned subsidiaries of PHB, acquired one (1) ordinary share each in Pantai Medivest Lanka (Private) Limited (“PML”) representing 100% equity interest in PML for a cash consideration of Rs20.00 (RM1.00 = Rs25.00).  The proposed business activities for PML would be to provide professional services in the field of clinical waste management and incineration services, facilities and biomedical engineering services, linen and laundry services, hygiene services and hospital planning, design and construction services for government and private hospitals and other establishments in Sri Lanka.

(iv) On 31 March 2005, PSS disposed the following subsidiaries:-

a.
800,000 ordinary shares of RM1.00 each in E-Mediline Global Sdn Bhd, representing an 80% equity interest therein for a sale consideration of RM1.00.

b.

735,000 ordinary shares of RM1.00
 each in PM Care, representing a 100% equity interest therein for a sale consideration of RM7.0 million.

The total gain derived from the disposal amounted to approximately RM1.4 million.



b. 
c. 
d. 
12.

Contingent liabilities/contingent assets


There are no material contingent liabilities or assets for the Group as at 31 March 2005.  

13.

Taxation


The taxation for the current quarter and year to-date are as follows:-

	
	Current
	Current

	
	quarter
	year to-date

	
	ended
	ended

	
	31/03/2005
	31/03/2005

	
	RM'000
	RM'000

	Provision for the year
	(4,700)
	(13,689)

	

	
	

	
	
	

	Share of tax in associated companies
	(1,037)
	(1,214)

	
	
	

	
	(5,737)
	(14,903)



The tax charge for the current period is in relation to profit making subsidiaries as there is no tax relief available for losses made by other loss making subsidiaries in the Group.
14.
Sales of unquoted investments and properties
There were no sale of unquoted investments and properties for the quarter ended 31 March 2005 other than in the ordinary course of business.


15.
Quoted securities
(a) 
The movements in quoted securities during the financial period ended 31 March 2005 are as follows:-



	
	Current
	Current

	
	quarter
	year to-date

	
	ended
	ended

	
	31/03/2005
	31/03/2005

	
	RM'000
	RM'000

	Total purchases
	-
	-

	
	
	

	Total disposals
	-
	-

	
	
	

	Total gain on disposal
	-
	-


(b) Investments in quoted securities as at the end of the period:-

	RM’000

	At cost
	
	419,858

	
	
	

	At carrying value/book value
	
	111,483

	
	
	

	At market value
	
	90,308

	
	
	


16.
Corporate proposals


(i)
The proceeds from the issuance of RM150,000,000 nominal value of 5-year 5% redeemable secured bonds (“Bonds issue”) have been utilised in the following manner as at 31 March 2005:-
	
	Proposed

RM’000
	Utilised

RM’000

	Repayment of bank borrowings
	65,000
	65,000

	Purchase of medical equipment for Pantai Medical Centre, Bangsar
	23,000
	23,000

	Construction of new hospital in Klang
	12,000
	2,903

	Subscription of shares in Avenue Capital Resources Berhad (“ACRB”) to be issued pursuant to ACRB’s proposed rights issue
	18,200
	18,200

	Estimated expenses for the proposals
	3,800
	3,800

	Working capital
	840
	840

	
	
	

	TOTAL
	122,840
	113,743


(ii)
On 11 May 2005, PSS entered into a conditional Share Purchase Agreement (“Agreement”) with Title Effect Sdn Bhd (“TESB”) to acquire fifty one (51) ordinary shares of RM1.00 each, representing fifty one percent (51%) equity interest in Pantai Supremme System Sdn Bhd (“Pantai Supremme”) for a total cash consideration of RM7.0 million (“Purchase Consideration”).

Pantai Supremme was appointed by the Government of Malaysia, through the Ministry of Transport to implement a medical and monitoring system for vocational license holders in Malaysia.  A formal agreement will be entered into by the Government of Malaysia and Pantai Supremme in respect of the same (“Service Agreement”).

The Agreement is conditional, inter-alia, on the following conditions precedent, which shall be fulfilled within three (3) months of the date of the Agreement, or such later date as may be agreed between TESB and PSS:-
a. Execution of the Service Agreement in a form and content acceptable to PSS;
b. Execution of a joint-venture agreement between TESB and PSS in respect of the implementation of the supervision and monitoring services pursuant to the Service Agreement and to regulate their relationship as shareholders in Pantai Supremme.
c. Approval of the Foreign Investment Committee or such other regulatory authorities, if required;
d. PSS’s confirmation letter stating its satisfaction of the due diligence exercise to be carried out on Pantai Supremme.
The parties are currently procuring the fulfillment of the conditions precedent.















17.
Group borrowings

Total Group’s borrowings as at 31 March 2005 were as follows:-
	
	Total Loans

	
	RM'000

	Long Term Borrowings
	

	- 5-years 5% redeemable secured bonds 2002/2007
	139,136

	
	

	- Long term loans – Secured
	

	
	Total outstanding balances
	50,819

	
	Repayable within next 12 months
	(18,134)

	
	
	32,685

	
	171,821

	Short Term Borrowings
	

	-
	Secured
	8,032

	-
	Unsecured
	1,292

	-
	Current portion of long term loans – secured
	18,134

	
	
	27,458

	Grand total
	199,279


18.

Off balance sheet financial instruments

During the financial period-to-date, the Group did not enter into any contracts involving off balance sheet financial instruments.

19.

Material litigation
Neither the Company nor its subsidiary companies are engaged in any material litigation either as plaintiff or defendant and the Directors of the Company are not aware of any other proceedings pending or threatened against the Company and its subsidiary companies or any facts likely to give rise to any proceedings which might material affect the position and business of the Company and its subsidiaries companies.




20.

Quarterly analysis

	

	Current quarter
	Preceding quarter
	

	
	31/03/2005
	30/12/2004
	Variance

	
	RM'000
	RM'000
	RM'000

	
	
	
	

	Profit before taxation
	16,571
	15,664 
	907





21.
 Review of performance
The Group recorded a turnover and profit before taxation of RM517.7 million and RM48.0 million respectively for the 9 months period ended 31 March 2005.  The turnover and profit before taxation are mainly contributed by the Group’s core activities which are the provision of hospital and healthcare support services.

In the opinion of the Directors, the results of the operations for the current financial period have not been affected by any item, transaction or event of a material and unusual nature which has arisen between 31 March 2005 and the date of this announcement.



22.

Prospects
Barring any unforeseen circumstances, the hospitals and healthcare support services, which are the core activities of the Group, will continue to perform well for the remaining period of the financial year.  

23.

Profit forecast or profit guarantee

Not applicable.

24.
Earnings per share


	
	Current

Quarter
	Current Year To Date

	
	31.03.2005
	31.03.2005

	
	RM’000
	RM’000

	A. 
BASIC
	
	

	Net Profit for the period 
	10,081
	29,589

	
	
	

	Number of ordinary shares in issue as of 1 Jan 2005 / 1 July 2004
	392,945

	385,389


	Issuance of ordinary shares
	-
	32,264

	Conversion of ICULS 2002/2007
	180
	180

	Exercise of ESOS
	-
	-

	Number of ordinary shares in issue as of 31 March 2005
	393,125
	417,833

	Less : Treasury Shares
	(3,696)
	(28,404)

	Adjusted number of ordinary shares
	389,429
	389,429


	
	
	

	Basic earnings per share (sen)
	2.59
	7.60

	
	
	

	
	
	

	


	
	Current

Quarter
	Current Year
To Date


	
	31.3.2005
	31.03.2005

	
	RM’000
	RM’000

	B. 
DILUTED
	
	

	Net profit for the period
	10,081
	29,589

	Adjustment for after tax effect of interest income arising from the proceed from exercise of ESOS
	135
	406

	Adjustment for after tax effect of interest saving from the exercise of ICULS 2002/2007
	323
	975


	Adjusted net profit for the period
	10,539
	30,970

	
	
	

	Number of ordinary shares in issue as of 31 March 2005
	389,429
	389,429

	Assumed conversion of ICULS 2002/2007
	36,107
	36,107

	Assumed conversion of ESOS
	25,037
	25,037

	Adjusted weighted average number of diluted ordinary shares
	450,573
	450,573

	
	
	

	Diluted earnings per share (sen)
	2.34
	6.87
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