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Pursuing
OPPOrtunities
the art of origami involves folding a flat piece of paper into an intricate sculpture through 
folding and sculpting techniques. the resulting product is an intricate specimen of the paper 
turned into a piece of art.

Like origami, Pharmaniaga Berhad adapts to change by navigating through the winds of 
challenges and obstacles to create resurgency. the group retains the same fighting spirit of 
taking a step further by exploring boundless possibilities, constantly pursuing opportunities out 
there, while retaining the essence and strength of its experience and expertise.
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our vision

our mission

     the preferred pharmaceutical 
brand in regional markets

    Provide quality products 
and superior services by professional,
 committed and caring employees
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grOuP
ACHieVeMent 

the eDGe BIllIon RInGGIt cluB awaRDs 2010
PHArMAniAgA wAs AwArDeD witH “tHe HigHest grOwtH in PrOFit BeFOre tAx OVer tHree 
YeArs” in tHe trADing / serViCes, inFrAstruCture PrOjeCt COMPAnY AnD teCHnOLOgY 
seCtOr in tHe eDge BiLLiOn ringgit CLuB AwArDs 2010.
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nOtiCe 
OF AnnuAL 
generAL 
Meeting

as orDinary BUsiness

1.   to receive the Audited Financial statements of the Company for the financial year ended 31 December 2010 together with the 
reports of the Directors and the Auditors thereon. 

   resolUtion 1

2.  to re-elect the following Directors retiring in accordance with Article 73 of the Company’s Articles of Association and, who 
being eligible, offer themselves for re-election:

 a.  tan sri Dato’ Lodin bin wok Kamaruddin resolUtion 2

 b.  Dato’ Farshila binti emran resolUtion 3

 c.  Mr. Daniel ebinesan resolUtion 4

 d.  en. izzat bin Othman resolUtion 5

 e. en. Mohd suffian bin Hj. Haron resolUtion 6

3.  to approve the payment of Directors’ Fees in respect of the financial year ended 31 December 2010. resolUtion 7

4.  to re-appoint Messrs. PricewaterhouseCoopers as Auditors of the Company for the ensuing year and to authorise the Directors 
to fix their remuneration. 

    resolUtion 8

as sPeCial BUsiness

to consider and if thought fit, to pass the following resolutions, with or without modifications:

5. ordinary Resolution

   authority to issue shares pursuant to section 132D of the companies act, 1965

  “that pursuant to section 132D of the Companies Act, 1965 and subject to the approvals of the relevant governmental and/
or regulatory authorities, the Directors be and are hereby empowered to issue and allot shares of the Company from time to 
time and upon such terms and conditions and for such purposes as the Directors may deem fit, provided that the aggregate 
number of shares issued pursuant to this resolution shall not exceed ten percent (10%) of the total issued share capital of the 
Company for the time being and that the Directors be and are also empowered to obtain the approval for the listing of and 
quotation for the additional shares so issued on Bursa Malaysia securities Berhad and that such authority shall continue in force 
until the conclusion of the next Annual general Meeting of the Company.” 

   resolUtion 9

nOtiCe is HereBY giVen tHAt tHe 13tH AnnuAL generAL Meeting OF PHArMAniAgA 
BerHAD (467709-M) (“tHe COMPAnY”) wiLL Be HeLD At 4tH FLOOr, MenArA BOusteAD,  
69, jALAn rAjA CHuLAn, 50200 KuALA LuMPur On tuesDAY, 7 june 2011 At 10.30 A.M 
FOr tHe PurPOse OF trAnsACting tHe FOLLOwing Businesses:
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6. ordinary Resolution

  proposed renewal of shareholders’ mandate for recurrent related party transactions of a revenue or trading nature 
entered with persons connected to a major shareholder 

  “that subject to the Main Market Listing requirements of Bursa Malaysia securities Berhad (“Listing requirements”), approval 
be and is hereby given for the renewal of the shareholders’ mandate for the Company and/or its subsidiaries (“Pharmaniaga 
group”) to enter into and give effect to specified recurrent transactions of a revenue or trading nature with specified classes of 
related Parties (as defined in the Listing requirements of Bursa Malaysia securities Berhad and as specified in section 2.2.1 of 
the Circular to shareholders dated 13 May 2011) which are necessary for the day to day operations of the Pharmaniaga group 
and the transactions are in the ordinary course of business, at arms’ length basis and are on normal commercial terms which 
are not more favourable to the related Parties than those generally available to the public and are not to the detriment of 
the minority shareholders of the Company and disclosure is made in the Annual report of the aggregate value of transactions 
conducted pursuant to the shareholders’ Mandate during the financial year and such approval conferred shall continue to be 
in force until:

 a.  the conclusion of the next Annual general Meeting (“AgM”) of the Company following the forthcoming AgM at which 
such shareholders’ Mandate is passed, at which time it will lapse, unless by a resolution passed at such general meeting 
whereby the authority is renewed; or

 b.  the expiration of the period within which the next AgM of the Company after that date is required to be held pursuant 
to section 143(1) of the Companies Act, 1965 (but shall not extend to such extensions as may be allowed pursuant to 
section 143(2) of the Companies Act, 1965); or

 c.  revoked or varied by resolution passed by the shareholders in a general meeting;

 whichever is the earlier.

  anD fuRtheR that the Directors of the Company be and are hereby authorised to complete and do all such acts and things 
as they may consider expedient or necessary in the best interest of the Company (including executing all such documents as 
may be required) to give effect to the transactions authorised by this Ordinary resolution.”   
  resolUtion 10

7. ordinary Resolution

  proposed shareholders’ mandate for new recurrent related party transactions of a revenue or trading nature entered 
with persons connected to a major shareholder 

  “that subject to the Listing requirements, approval be and is hereby given to the Company and/or its subsidiaries (“Pharmaniaga 
group”) to enter into and give effect to specified recurrent transactions of a revenue or trading nature with specified classes 
of related Parties (as defined in the Listing requirements and as specified in section 2.2.2 of the Circular to shareholders 
dated 13 May 2011) which are necessary for the day to day operations of the Pharmaniaga group and the transactions are in 
the ordinary course of business, at arms’ length basis and are on normal commercial terms which are not more favourable to 
the related Parties than those generally available to the public and are not to the detriment of the minority shareholders of 
the Company and disclosure is made in the Annual report of the aggregate value of transactions conducted pursuant to the 
shareholders’ Mandate during the financial year and such approval conferred shall continue to be in force until:
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 a.  the conclusion of the next AgM of the Company following the forthcoming AgM at which such shareholders’ Mandate 
is passed, at which time it will lapse, unless by a resolution passed at such general meeting whereby the authority is 
renewed; or

 b.  the expiration of the period within which the next AgM of the Company after that date is required to be held pursuant 
to section 143(1) of the Companies Act, 1965 (but shall not extend to such extensions as may be allowed pursuant to 
section 143(2) of the Companies Act, 1965); or

 c.  revoked or varied by resolution passed by the shareholders in a general meeting;

 whichever is the earlier.

  anD fuRtheR that the Directors of the Company be and are hereby authorised to complete and do all such acts and things 
as they may consider expedient or necessary in the best interest of the Company (including executing all such documents as 
may be required) to give effect to the transactions authorised by this Ordinary resolution.”  
  resolUtion 11

8.  to transact any other business for which due notice shall have been given.

BY oRDeR of the BoaRD

shaRIfah BIntI malek (Ls00448)

YantI IRwanI BIntI aBu hassan (MACs01349)

Company secretaries

Kuala Lumpur
13 May 2011

nOtiCe OF AnnuAL
generAL Meeting (cont’d)
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eXPlanatory notes on sPeCial BUsiness

Resolution 9 – Authority to issue shares pursuant to Section 132D of the Companies Act, 1965

this proposed ordinary resolution, if passed, will empower the Directors of the Company to issue and allot shares from time to time up 
to a maximum of 10% of the issued share capital of the Company as at the date of this annual general meeting and for such purposes 
as the Directors consider would be in the best interest of the Company. this authority, unless revoked or varied by the Company at a 
general meeting, will expire at the next annual general meeting of the Company.

the proposed ordinary resolution 9 is a renewal of the general mandate for the authority to issue and allot shares pursuant to section 
132D of the Companies act, 1965.

as at the date of this notice, no new shares in the Company were issued pursuant to the authority granted to the Directors at the 12th 
annual general meeting held on 27 may 2010 and which will lapse at the conclusion of the 13th annual general meeting.

the authority will provide flexibility to the Company for any possible fund raising activities, including but not limited to further placing 
of shares, for purpose of funding future investment project(s), working capital and/or acquisitions.

Resolution 10 – Proposed renewal of shareholders’ mandate for recurrent related party transactions of a revenue or trading 
nature

this proposed ordinary resolution, if passed, will authorise the Company and/or its subsidiaries to continue entering into the specified 
recurrent related party transactions of a revenue or trading nature with related parties, particulars of which are set out in section 2.2.1 
of the Circular to shareholders dated 13 may 2011 circulated together with this annual report. these authorities, unless revoked or varied 
by the Company at a general meeting, will expire at the next annual general meeting of the Company.

Resolution 11 – Proposed shareholders’ mandate for new recurrent related party transactions of a revenue or trading 
nature

this proposed ordinary resolution, if passed, will authorise the Company and/or its subsidiaries to enter into the specified recurrent 
related party transactions of a revenue or trading nature with related parties, particulars of which are set out in section 2.2.2 of the 
Circular to shareholders dated 13 may 2011 circulated together with this annual report. these authorities, unless revoked or varied by 
the Company at a general meeting, will expire at the next annual general meeting of the Company.

Notes

Registration of Members/Proxies

registration of members/Proxies attending the 13th annual general meeting (“the meeting”) will be from 9.30 a.m. on the day of the 
meeting. members/Proxies are required to produce identification documents for registration.

Proxy

1.  a member of the Company entitled to be present and vote at the meeting may appoint a proxy to vote instead of him. a proxy 
may but need not be a member of the Company and the provision of section 149(1)(b) of the Companies act, 1965 need not be 
complied with.

2.  the instrument appointing a proxy shall be in writing under the hand of the appointor or his attorney duly authorised in writing or 
if the appointor is a corporation, under its common seal or signed by its attorney or by an officer on behalf of the corporation.

3.  where a member of the Company is an authorised nominee as defined under the securities industry (Central Depositories) act 1991, 
he may appoint at least one (1) proxy in respect of each securities account it holds with ordinary shares of the Company standing 
to the credit of the said securities account.

4.  the instrument appointing a proxy, together with the power of attorney (if any) under which it is signed or a certified copy thereof, 
shall be deposited at the Company’s share registrar, symphony share registrars sdn Bhd at level 6, symphony House, Block D13, 
Pusat Dagangan Dana 1, Jalan PJU 1a/46, 47301 Petaling Jaya, selangor at least forty eight (48) hours before the time appointed for 
holding the meeting or adjourned meeting at which the person named in such instrument proposes to vote; otherwise the person so 
named shall not be entitled to vote in respect thereof. the annual report and form of Proxy are available for access and download 
at the Company’s website at www.pharmaniaga.com.
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stAteMent
ACCOMPAnYing 
nOtiCe OF AgM

stAteMent ACCOMPAnYing nOtiCe OF tHe 13tH AnnuAL generAL Meeting PursuAnt 
tO PArAgrAPH 8.27(2) OF tHe MAin MArKet Listing reQuireMents OF BursA MALAYsiA 
seCurities BerHAD 

1.  names of the DIRectoRs who aRe stanDInG foR Re-electIon at the annual GeneRal meetInG

  Directors retiring pursuant to Article 73 of the Articles of Association:

 a.  tan sri Dato’ Lodin bin wok Kamaruddin

 b.  Dato’ Farshila binti emran

 c.  Mr. Daniel ebinesan

 d.  en. izzat bin Othman

 e. en. Mohd suffian bin Hj. Haron

2.  BoaRD meetInGs helD DuRInG the fInancIal YeaR enDeD 31 DecemBeR 2010

  A total of nine (9) meetings were held during the Financial Year ended 31 December 2010 in which five (5) were Ordinary Board 
Meetings while the other four (4) were special Board Meetings (*).

Date time venue

19 February 2010 10.00 a.m.  Pacific room (Boardroom), Pharmaniaga Berhad, no. 7, Lorong Keluli 1B, Kawasan 
Perindustrian Bukit raja selatan, seksyen 7, 40000 shah Alam, selangor Darul ehsan

*3 March 2010 12.30 p.m. saffron room, symphony House Berhad, Level 1, Block D13, Pusat Dagangan Dana 1, 
(special)   jalan Pju 1A/46, 47301 Petaling jaya, selangor Darul ehsan

*22 March 2010 9.00 a.m. santubong room, Level 8, Mercu ueM, jalan stesen sentral 5, Kuala Lumpur sentral, 
(special)   50470 Kuala Lumpur

*6 May 2010  2.30 p.m. Pacific room (Boardroom), Pharmaniaga Berhad, no. 7, Lorong Keluli 1B, Kawasan 
(special)    Perindustrian Bukit raja selatan, seksyen 7, 40000 shah Alam, selangor Darul ehsan

25 May 2010 8.00 p.m. saffron room, symphony House Berhad, Level 1, Block D13, Pusat Dagangan Dana 1,  
  jalan Pju 1A/46, 47301 Petaling jaya, selangor Darul ehsan

*24 june 2010  10.45 a.m. saffron room, symphony House Berhad, Level 1, Block D13, Pusat Dagangan Dana 1,  
(special)   jalan Pju 1A/46, 47301 Petaling jaya, selangor Darul ehsan

11 August 2010 2.00 p.m.  Pacific room (Boardroom), Pharmaniaga Berhad, no 7, Lorong Keluli 1B, Kawasan 
Perindustrian Bukit raja selatan, seksyen 7, 40000 shah Alam, selangor Darul ehsan
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Date time venue

4 november 2010 3.30 p.m.  saffron room, symphony House Berhad, Level 1, Block D13, Pusat Dagangan Dana 1, 
jalan Pju 1A/46, 47301 Petaling jaya, selangor Darul ehsan

16 December 2010 4.00 p.m.  saffron room, symphony House Berhad, Level 1, Block D13, Pusat Dagangan Dana 1, 
jalan Pju 1A/46, 47301 Petaling jaya, selangor Darul ehsan

3.  DetaIls of attenDance at BoaRD meetInGs helD In the fInancIal YeaR enDeD 31 DecemBeR 2010

  Directors’ commitment, resources and time allocated to the Company are evident from the attendance record which well surpassed 
the 50% attendance requirement of Bursa Malaysia securities Berhad as tabulated below:

 no. of meetings no. percentage of
name of Director attended attendance (%)

Datuk Mohamed Azman bin Yahya  8/9 89

Datuk sulaiman bin Daud 9/9 100

en. Mohamad bin Abdullah 7/7 100
(resigned on 4 november 2010) 

Mr. Oh Kim sun 7/9 78

emeritus Prof. Dato’ wira ir. Dr. Mohammad noor bin Hj. salleh 8/9 89

4 Date, tIme anD place of the 13th annual GeneRal meetInG

 Date : tuesday, 7 june 2011

 time : 10.30 a.m.

 Place : 4th Floor, Menara Boustead
   69, jalan raja Chulan
   50200 Kuala Lumpur 

5 fuRtheR DetaIls of DIRectoRs who aRe stanDInG foR Re-electIon

  the details of the Directors seeking re-election namely Dato’ Farshila binti emran, Mr. Daniel ebinesan and en. izzat bin Othman are 
set out in their respective profiles which appear in the Profile of Directors on page 26 of this Annual report. the details of their 
interest in the securities of the Company are set out in the Analysis of shareholdings on page 197 of this Annual report.
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stAteMent ACCOMPAnYing 
nOtiCe OF AgM (cont’d)

 the profiles of tan sri Dato’ Lodin bin wok Kamaruddin and en. Mohd suffian bin Hj. Haron are set out below:

tan sri Dato’ loDin Bin wok kamarUDDin
non-independent non-executive Chairman
62 Years of Age, Malaysian

tan sri Dato’ Lodin has been appointed to the Board on 29 April 2011.

He graduated from the College of Business Administration, the university of toledo, Ohio, united states of America with a 
Bachelor of Business Administration and Master of Business Administration. Prior to joining Lembaga tabung Angkatan tentera 
(LtAt) in 1982, he was with Perbadanan Kemajuan Bukit Fraser as its general Manager from 1973 to 1982. He has extensive 
experience in general management and fund management. tan sri Dato’ Lodin is a Deputy Chairman and group Managing 
Director of Boustead Holdings Berhad. He is also the Chairman of Boustead Heavy industries Corporation Berhad, Boustead 
naval shipyard sdn Bhd, Boustead Petroleum sdn Bhd, Boustead Petroleum Marketing sdn Bhd, Boustead reits Managers sdn 
Bhd, johan Ceramics Berhad and 1Malaysia Development Berhad. 

He is also Deputy Chairman of Affin Holdings Berhad and he also sits on the Boards of uAC Berhad, Affin Bank Berhad, Affin 
islamic Bank Berhad, Affin investment Bank Berhad, AxA AFFin Life insurance Berhad, the university of nottingham in Malaysia 
sdn Bhd and Badan Pengawas Pemegang saham Minoriti Berhad. 

en. moHD sUffian Bin HJ. Haron
independent non–executive Director
65 Years of Age, Malaysian

en. Mohd suffian has been appointed to the Board on 29 April 2011.

He obtained his Bachelor of economics from the university of Malaya in 1970 and did his Master of Business Administration in 1976 
at the university of Oregon, united states of America, sponsored by the Ford Foundation and the Malaysian government. 

He started his career as a Diplomatic and Administrative Officer, attached to the implementation and Coordination unit of the Prime 
Minister’s Department and left the government (after 13 years of service), and served for a government-Linked Company for 6 years. 
He has vast experience in the insurance, financial, securities and asset management sectors as well as trading, energy, oil and gas 
industries. 
 
He currently sits as an independent non-executive Director of Affin Bank Berhad, Affin islamic Bank Berhad, idaman Pharma 
Manufacturing sdn Bhd and as Chairman of LK & Associates sdn Bhd.

note:

i) none of the Directors has any interest in the securities of Pharmaniaga Berhad.

ii)  none of the Directors has any family relationship with any other Director and/or major shareholder nor conflict of interest 
with Pharmaniaga Berhad.

iii)  none of the Directors has been convicted for any offences for the past 10 years (other than traffic offences, if any).
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2010
FinAnCiAL
HigHLigHts

enHanCing valUe to sHareHolDers

  2010 2009 2008 2007 2006

revenue rM’000  1,378,348   1,300,796   1,305,646   1,183,983   1,057,868 

net Profit for the Year rM’000  30,384   60,191   60,031   50,080   12,481 

eBitDA Margin %  4.7   7.9   8.8   8.9   5.7 

Dividend rate %  10.0   37.0   27.0   18.0   15.0 

growth in turnover % 6.0 (0.4) 10.3 11.9 13.0

growth in net Profit %  (49.5)  0.3   19.9   301.2   (53.6)

Dividend Payout rM’000  37,709   21,663   19,253   16,044 12,300 

Year end share Price rM  5.45   4.41   3.52   3.22   4.08

Revenue

rM1.378 billion

eaRnInGs peR shaRe

28.40 sen

pRofIt BefoRe taxatIon

rM45.5 million

  
DIvIDenD peR shaRe

10.0 sen
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By inDUstry segment

 Rm'000   1st 2nd 3rd 4th total

revenue

Pharmaceutical trading, Marketing and Distribution   307,171   363,616   335,098   373,776   1,379,661
Medical Product and services   516   211   693   4,793   6,213
Pharmaceutical Manufacturing   42,197   26,927   35,363   33,454   137,941
Other operations   3,014   1,028   971   912   5,925

sub-total   352,898   391,782   372,125   412,935   1,529,740

Less: intersegment sales   (35,338)  (41,447)  (37,788)  (36,819) (151,392)

total   317,560   350,335   334,337   376,116   1,378,348

Profit before tax 

Pharmaceutical trading, Marketing and Distribution   14,865   8,835   9,794   (3,911)  29,583
Medical Product and services   (80)  (500)  (53)  651   18
Pharmaceutical Manufacturing   (307)  8,736   7,852   6,375   22,656
Other operations   (1,790)  (1,668)  (2,884)  (20,811) (27,153)

sub-total   12,688   15,403   14,709   (17,696)  25,104

Less: intersegment sales   485   5,037   782   15,189   21,493
share of results from associated company   (742)  (113)  (86)  (194) (1,135)

total   12,431   20,327   15,405   (2,701)  45,462

FinAnCiAL
CALenDAr

 finanCial year enD  31 DeCemBer 2010

announcement of results

1st Quarter  26 May 2010
2nd Quarter  11 August 2010
3rd Quarter  4 november 2010
4th Quarter  25 February 2011

2010 grOuP QuArterLY PerFOrMAnCe
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RM’000 22.656 

49.8%

29.583

65.1%

18

0.0%

21,493

47.3%

(27,153)

(59.7%)

(1,135)

(2.5%)

total

million
rM45.5

grOuP 2010 
segMentAL 
rePOrt

 Profit Before taXation

Pharmaceutical
Manufacturing

Pharmaceutical
trading, Marketing

and Distribution

Medical Products
and services

Other
Operations

intersegment
Profits

share of results
from Associated

Company

 revenUe Rm’000 %

 Pharmaceutical trading, Marketing and Distribution 1,379,661  100.1

 Medical Product and services 6,213  0.5

 Pharmaceutical Manufacturing 137,941  10.0

 Other Operations 5,925  0.4

 intersegment sales (151,392) (11.0)

 total 1,378,348  100.0%

total

billion
rM1.378
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grOuP 5-YeAr 
FinAnCiAL 
HigHLigHts 
for the years ended  
31 December

  2010 2009 2008 2007 2006

finanCial PerformanCe  Rm’000

revenue   1,378.3   1,300.8   1,305.6   1,184.0   1,057.9 

Profit before taxation   45,462   81,436   90,599   77,898   27,195 

Profit after taxation   30,310   61,727   61,409   51,718   14,084 

Profit attributable to shareholders   30,384   60,191   60,031   50,080   12,481 

earnings per share  sen   28.40   56.26   56.12   46.82   11.67 

return on equity  %   13.98   15.47   14.32   3.95   8.55 

return on assets  %   3.79   7.36   7.52   5.66   1.51 

return on revenue  %   2.20   4.63   4.60   4.23   1.18 

DiviDenDs      

Dividend payment   37,709   21,663   19,253   16,044   12,300 

net dividend per share  sen   10.0   37.0   27.0   18.0   15.0 

Dividend yield - net of tax  %   1.4   3.7   4.5   3.7   2.9 

Dividend cover  times   0.8   2.0   2.8   2.6   0.8 

gearing      

Borrowings   33,126   65,505   122,145   224,935   255,576 

gearing  times   0.1   0.2   0.3   0.6   0.8 

interest cover  times   16.0   22.9   18.4   10.9   6.0 

otHer finanCial statistiCs      

net assets per share  sen   394.3   402.5   362.7   327.0   296.0 

Price earning ratio  times   0.2   0.1   0.1   0.1   0.3 

Paid up share capital   106,978   106,978   106,978   106,963   106,963 

shareholders’ equity   421,844   430,633   388,035   349,671   316,240 

total equity   437,473   446,336   402,202   362,460   327,391 

total assets   801,880   818,245   798,318   884,849   827,785
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REVENUE (RM million) 

1,057.9 1,184.0 1,305.6 1,300.8 1,378.3

PROFIT BEFORE TAXATION (RM million)

06

27.2

07

77.9

08

90.6

09

81.4

10

45.5

PROFIT BEFORE TAXATION MARGIN (%)

06

2.6

07

6.6

08

6.9

09

6.3

10

3.3

NET EARNINGS PER SHARE (sen) 

06

11.67

07

46.82

08

56.12

09

56.26

10

28.40

RETURN SHAREHOLDERS’ FUNDS (%)  

06

4.0

07

15.0

08

16.3

09

14.7

10

7.1

NET ASSETS PER SHARE (sen)

06

296.0

07

327.0

08

362.7

09

402.5

10

394.3

08 0706 09 10
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stAteMent OF 
VALue ADDeD

RM’000

 Profit for the year
 30.4

  Depreciation/
Amortisation

 14.2

 Dividend
 37.7

 taxation
 15.2

 employment costs
 61.5

RM’000

 Profit for the year
 60.2

  Depreciation/
Amortisation

 14.7

 Minority interest
 1.5

 Dividend
 21.7

 taxation
 19.7

 employment costs
 58.2

 2010 2009
 rm’000 rm’000

revenue 1,378,348   1,300,796
Purchase of goods and services (1,215,476)  (1,128,136)

Value added by the group 162,872   172,660
Finance expenses (net) (4,043)  (4,467)
Provision for impairment of goodwill –  (1,800)
gain on disposal of two lots of land –  7,193
gain on disposal of non-current assets held for sale –  2,375

Value added available for distribution 158,829   175,961

   2010 2009
   rm’000 rm’000

to employees – employment costs 61,495   58,197
to government – taxation 15,152   19,709
to capital contributors – Dividend 37,709   21,663
 – Minority interest (74)  1,536
retained for re-investment and future growth – Depreciation/Amortisation 14,163   14,665
 – Profit for the year 30,384   60,191

   158,829   175,961

2010 2009 
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2010 eMPLOYees 
& PrODuCtiVitY

Executive

 no. %

   Malay  259  61.8 

   Chinese  75  17.9 

   indian 25  6.0

   indonesian  48  11.4 

   Others  12  2.9  

 419  100.0

Non executive

 no. %

   Malay  549  39.8 

   Chinese  9  0.6 

   indian   18  1.3 

   indonesian  759  55.0 

   Others  45  3.3 

 1,380 100.0

Employees by business units 

 no. %

   Corporate  34  1.9 

    Pharmaceutical  
trading,  
Marketing  
and Distribution  1,258  69.9 

    Medical Products  
and services  15  0.8

    Pharmaceutical  
 Manufacturing  492  27.4 

  1,799 100.0   



sOAring tO  
greAter HeigHts
Reaching our potential
we will bring the best of our experience and expertise to continue 
being the nation’s foremost pharmaceutical company of choice.
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COrPOrAte 
inFOrMAtiOn

BoarD of DireCtors

tan sri Dato’ lodin bin wok kamaruddin  
(Appointed on 29 April 2011)
non-independent non-executive Chairman

Dato’ farshila binti emran
(Appointed on 13 April 2011) 
Managing Director 

mr. Daniel ebinesan
(Appointed on 25 March 2011)  
non-independent non-executive Director

en. Izzat bin othman 
(Appointed on 25 March 2011)
independent non-executive Director

en. mohd suffian bin hj. haron
(Appointed on 29 April 2011)
independent non-executive Director 

Datuk mohamed azman bin Yahya  
(resigned on 29 April 2011)
non-independent non-executive Chairman

Datuk sulaiman bin Daud 
(resigned on 29 April 2011)
senior independent non-executive Director

emeritus prof. Dato’ wira Ir. Dr. mohammad noor bin hj. salleh
(resigned on 29 April 2011) 
independent non-executive Director

mr. oh kim sun
(resigned on 29 April 2011)  
independent non-executive Director

en. mohamad bin abdullah  
(resigned on 4 november 2010)
Managing Director

ComPany seCretaries

Puan sharifah binti Malek (Ls00448)
Cik Yanti irwani binti Abu Hassan (MACs01349)

stoCk eXCHange listing

Bursa Malaysia securities Berhad, 
Main Market - trading/services

registereD aDDress

28th Floor, Menara Boustead
no. 69 jalan raja Chulan
50200 Kuala Lumpur 
tel: +603-2141 9044  Fax: +603-2141 9750

aUDitors

Messrs. PricewaterhouseCoopers (AF 1146)
Chartered Accountants
Level 10, 1 sentral, jalan travers
Kuala Lumpur sentral
P.O. Box 10192 
50706 Kuala Lumpur

sHare registrar

symphony share registrars sdn Bhd (378993-D)
Block D13, Pusat Dagangan Dana 1
jalan Pju 1A/46
47301 Petaling jaya
selangor Darul ehsan
tel: +603-7841 8000  Fax: +603-7841 8008
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aUDit Committee

Chairman

en. Mohd suffian bin Hj. Haron

members

en. izzat bin Othman
Mr. Daniel ebinesan

nomination Committee

Chairman

en. Mohd suffian bin Hj. Haron 

members

tan sri Dato’ Lodin bin wok Kamaruddin
en. izzat bin Othman

remUneration Committee

Chairman

en. Mohd suffian bin Hj. Haron 

members

tan sri Dato’ Lodin bin wok Kamaruddin
en. izzat bin Othman

soliCitors

Messrs. Ainul Azam & Co.
Messrs. shahrizat rashid & Lee
Messrs. gananathan Loh
Messrs. Hing & Alvin Advocates & solicitors
Messrs. Leong Yeng Kit & Co.

PrinCiPal Bankers

CiMB Bank Berhad
standard Chartered Bank Malaysia Berhad
HsBC Bank Malaysia Berhad
Bank islam Malaysia Berhad

BUsiness aDDress

no. 7, Lorong Keluli 1B
Kawasan Perindustrian Bukit raja selatan
seksyen 7
40000 shah Alam
selangor Darul ehsan
tel: +603-3342 9999  Fax: +603-3341 7777
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BOArD OF
DireCtOrs

From Left to right:

Emeritus Prof. Dato’ Wira Ir. Dr. Mohammad Noor bin Hj. Salleh independent non-executive Director

Datuk Mohamed Azman bin Yahya non-independent non-executive Chairman

Datuk Sulaiman bin Daud senior independent non-executive Director
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Mr. Oh Kim Sun independent non-executive Director

Dato’ Farshila binti Emran Managing Director

Mr. Daniel Ebinesan non-independent non-executive Director

En. Izzat bin Othman independent non-executive Director
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PrOFiLe OF
DireCtOrs

DatUk moHameD azman Bin yaHya 
non-independent non-executive Chairman
47 Years of Age, Malaysian

Datuk Azman has been the non-independent non-executive 
Chairman of Pharmaniaga Berhad since 15 november 2001. He 
is the founder and group Chief executive of symphony House 
Berhad, a listed outsourcing group and the executive Chairman of 
Bolton Berhad, a listed property group. Prior to venturing into the 
corporate sector, Datuk Azman was appointed by the government 
of Malaysia in 1998 to set-up and head Danaharta, the national 
asset management company; and subsequently became its 
chairman until 2003. He was also the Chairman of the Corporate 
Debt restructuring Committee (CDrC), which was set-up by Bank 
negara Malaysia to mediate and assist in the debt restructuring 
of viable companies until its closure in 2002. His previous career 
includes auditing with KPMg in London, finance with the island 
& Peninsular group and investment banking with Bumiputra 
Merchant Bankers and Amanah Merchant Bank; the latter as the 
Chief executive. 

Outside his professional engagements, Datuk Azman is also active 
in public service. He sits on the boards of various government 
Linked Corporations namely, Khazanah nasional Berhad (the 
investment arm of the Malaysian government), ekuiti nasional 
Berhad, Malaysian Airline system Berhad and PLus expressways 
Berhad. Datuk Azman also serves as a member of the national 
Council for scientific research & Development, the national 
innovation Council, the special taskforce to facilitate Business 
(PeMuDAH), and the Financial reporting Foundation.

Datuk Azman is also the Chairman of the Motorsports Association 
of Malaysia and a Director of scomi group Berhad and sepang 
international Circuit sdn Bhd. He graduated with a first class 
Honours Degree in economics from the London school of 
economics and Political science and is a member of the institute 
of Chartered Accountants in england and wales (iCAew), the 
Malaysian institute of Accountants (MiA) and a Fellow of the 
Malaysian institute of Banks.
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Dato’ farsHila Binti emran 
Managing Director
45 Years of Age, Malaysian

Dato’ Farshila was appointed to the Board of Pharmaniaga 
Berhad on 25 March 2011. she has been made the Managing 
Director of the Company on 13 April 2011.

she sits on the Board of idaman Pharma Manufacturing sdn 
Bhd and is an exCO member of the Malaysian Pharmaceutical 
Organisation Board. she also sits as an advisory committee 
member for women in business under the Federation of 
Malaysian Manufacturers and is a member of the national 
Association of women entrepreneurs of Malaysia. 

she has vast experience in business development and was 
attached to seVes sediver France, a public listed company in 
France, which deals in high voltage transmission line equipment 
as Assistant representative from 1990 to 1995 and subsequently 
was made a representative until 2001.

she holds a Diploma in Office Management from MArA 
university of technology and Masters in Business Administration 
(C) from universiti utara Malaysia.

DatUk sUlaiman Bin DaUD 
senior independent non-executive Director 
64 Years of Age, Malaysian 

Datuk sulaiman has been the senior independent non-executive Director 
of Pharmaniaga Berhad since 15 november 2001. He is also the Chairman 
of the investment Committee, nomination and remuneration Committee, 
risk Management Committee and member of the Audit Committee. 

He had an illustrious career with Malaysian tobacco Company Berhad (MtC) 
where he ascended the corporate ladder to be its Deputy Chief executive/
executive Director. He has been the Chairman of Bank Pertanian Malaysia 
for four terms; from 1998 to 2006. He has also been a Chairman of ranhill 
Power Berhad and Director of Malaysia national insurance Berhad. 

He is currently the Chairman of Malaysia Packaging industry Berhad 
and Director of Konsortium transnasional Berhad and silverlake Axis 
Limited in singapore. He is also a Director of uMs Link Holdings sdn 
Bhd and the Chairman of uMs Link Agro Based sdn Bhd as well as 
Director and Chairman of a number of private companies in Malaysia and 
abroad. He has served as a Board Member of universiti Putra Malaysia 
and the Chairman of the Malaysia syria Business Council as well as an 
Advisory Panel Member of the Commercialisation Committee for all public 
universities in Malaysia. 

He has a Diploma in Agriculture from the College of Agriculture (now 
universiti Putra Malaysia), graduating as the Most Outstanding student in 
1968. He has a Masters in Business Administration from iMC Buckingham 
and he graduated from stanford-insead Advanced Management Programme 
in Fontainbleau, France. He spends a considerable part of his time now 
seeking and developing business opportunities in Asean and the Middle 
east primarily.
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PrOFiLe OF
DireCtOrs (cont’d)

mr. oH kim sUn 
independent non-executive Director
62 Years of Age, Malaysian

Mr. Oh Kim sun is an independent non-executive Director of 
Pharmaniaga Berhad. He was appointed to the Board on 12 
December 2005. He is the Chairman of the Audit Committee 
and a member of the investment Committee and nomination 
and remuneration Committee. Mr. Oh is a member of the 
Malaysian institute of Certified Public Accountants (MiCPA).

An accountant by training, he began his career in 1972 
with Coopers & Lybrand in London. He has over 39 years 
of experience in finance and has held various positions such 
as Finance Director of taiko Plantations sdn Bhd, Financial 
Controller of iCi Malaysia and Finance Manager (secondment) 
of iCi Headquarters in London; responsible for northern europe. 
Mr. Oh led a successful management buyout of iCi’s Malaysian 
operations in 1994 and was appointed group executive Director 
of Chemical Company of Malaysia Berhad until 2003.

His directorships in other public companies include Faber group 
Berhad, ueM Land Holdings Berhad and nikko electronics 
Berhad. 

emeritUs Prof. Dato’ wira ir. Dr. moHammaD 
noor Bin HJ. salleH 
independent non-executive Director
63 Years of Age, Malaysian

emeritus Prof. Dato’ wira ir. Dr. Mohammad noor bin Hj. salleh 
is an independent non-executive Director of Pharmaniaga Berhad. 
He was appointed to the Board on 15 november 2001 and sits in 
the Audit Committee, nomination and remuneration Committee 
and risk Management Committee.

Prior to his present position as a Professor in the Kulliyyah of 
engineering of the international islamic university of Malaysia, 
he was the President of Kuala Lumpur infrastructure university 
College and the Vice President of Open university Malaysia. He 
held the position of Vice Chancellor of universiti Pendidikan 
sultan idris and a similar position in universiti utara Malaysia and 
was the Deputy Vice Chancellor in universiti teknologi Malaysia 
before that. 

emeritus Prof. Dato’ wira ir. Dr. Mohammad noor has a Ph.D. in 
Civil engineering from the university of strathclyde, glasgow, uK. 
He is currently a Fellow of the Academy of science  Malaysia, 
Fellow Member of institution of engineers Malaysia and a member 
of the Malaysian institute of Management.
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en. izzat Bin otHman 
independent non-executive Director
50 Years of Age, Malaysian

en. izzat was appointed as an independent non-executive 
Director to the Board of Pharmaniaga Berhad on 25 March 
2011. He is a lawyer by profession and is a partner of the law 
firm of Messrs. Azzat & izzat.

He graduated with an LLB (Hons) in April 1985 from universiti 
Malaya. subsequently, he was admitted as an Advocate and 
solicitor on 25 january 1986.

He was formerly a Director of AFFin securities sdn Bhd and BH 
insurance Berhad and has vast experience relating to litigation, 
conveyancing and corporate matters. He sits as Chairman and 
committee member for the Disciplinary Committee of the 
Malaysian Bar as well as Board of Directors for several private 
companies.

mr. Daniel eBinesan 
non-independent non-executive Director
65 Years of Age, Malaysian

Mr. Daniel ebinesan was appointed to the Board of Pharmaniaga 
Berhad as a non-independent non-executive Director on 25 
March 2011. 

He is a Fellow of the Chartered institute of Management 
Accountants (CiMA) and a member of the Malaysian institute of 
Certified Public Accountants (MiCPA) and Malaysian institute of 
Accountants (MiA).

He joined Boustead Holdings Berhad in April 1974 as the group 
Accountant. in january 1982, he was promoted to group Chief 
Accountant and subsequently in january 1993, he was promoted 
as the general Manager, Finance & Administration. in july 1996, 
Mr ebinesan assumed the role of Chief Financial Officer and 
currently holds the position of Director, Financial services for 
the group. He is responsible for all financial matters including 
acquisition of strategic businesses, treasury, risk management 
strategies and formulation of the Boustead group’s financial 
policies and tax planning.

He sits on the Board of Boustead reit Managers sdn Bhd which 
manages Al-Hadharah Boustead reit, Malaysia’s first and only 
islamic plantation reit. He has been a member of the Board 
of trustees of Kumpulan wang simpanan Kakitangan estet 
Malaysia since 1996 and has served as Chairman of the Board of 
Malaysian Care from november 1988 to March 2011. 

note:

i)   none of the Directors has any family relationship with any 
other Director and/or major shareholder nor conflict of 
interest with Pharmaniaga Berhad.

ii)   none of the Directors has been convicted for any offences 
for the past 10 years (other than traffic offences, if any).



exPAnDing tOwArDs 
BOrDerLess HOrizOns
Reenergising our presence 
At the end of the day, our quest and commitment is to continue 
providing reliable, affordable healthcare of the highest quality. 
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CHAirMAn’s
stAteMent

DeAr sHAreHOLDers,

2010 HAs Been A MixeD YeAr FOr 
PHArMAniAgA BerHAD – we sAw POsitiVe 
COrPOrAte DeVeLOPMents AnD HeALtHY 
OPerAtiOnAL iMPrOVeMents But we ALsO 
FACeD seVerAL CHALLenges. neVertHeLess 
we HAVe sQuAreLY FACeD AnD DeALt witH 
tHe CHALLenges AnD LOOKing AHeAD, 
ArMeD witH A FresH MAnDAte FrOM 
tHe gOVernMent AnD witH tHe new 
COntrOLLing sHAreHOLDer, we Are On A 
strOnger FOOting tO DeLiVer VALue tO 
ALL Our stAKeHOLDers. 

with that backdrop and on behalf of the Board of Pharmaniaga, 
i am pleased to present the Annual report and Audited 
Financial statements of the group for the financial year ended  
31 December 2010.

CorPorate DeveloPments

we went into 2010 having just announced the agreement by 
the Ministry of Health (“MOH”) to renew our Concession for the 
supply of pharmaceutical products for a further 10 years from 
1 December 2009. As you will be aware, we completed our 
first concession term of 15 years on 30 november 2009. the 
Concession essentially is the right to purchase, store, supply and 
distribute approved drugs and medical products to government 
hospitals as part of the government’s effort to consolidate and 
promote efficiency therein.

the government’s consent to renew the Concession shows 
their confidence in our services and supports our aspiration to 
improve the national healthcare system for the benefit of the 
people. this renewal was the most important milestone for your 
Company in recent times. it provides Pharmaniaga with a steady 
and growing business that provides the core operation to build 
our other activities in the pharmaceutical value chain.

we achieved the good Manufacturing Practice (“gMP”) 
accreditation by MOH for our new world-class injectable 
manufacturing facility, Pharmaniaga Lifescience, in August 
2010. Having successfully obtained our first product licence in 
December 2010, production started in january 2011 and our 
products will be making their market debut in the coming year. 
we are positioning our new rM149 million Lifescience plant 
in Puchong as a regional world-class facility to produce small 
Volume injectables (“sVi”) fills and finish contract manufacturing 
for global pharmaceutical giants.

in last year’s report we mentioned the unexpected temporary 
suspension of our manufacturing licence for our Bangi plant. 
this came about when our licence was revoked on 1 March 
2010 due to certain instances of non-compliance found during 
a routine audit by the Pharmaceutical services Division of 
MOH. However, we managed to address the audit issues in 
a relatively short time and following a satisfactory follow-up 
audit on gMP certification, the manufacturing license was re-
issued on 15 March 2010. As i said at the time, the impact of 
the license revocation was minimal on our revenue since our 
manufacturing arm only contributes approximately 10% of the 
group’s turnover.

nonetheless, we have taken this incident very seriously and the 
lessons learnt are strictly applied to ensure our manufacturing 
processes are rigorously monitored and comply fully with 
the standards. towards this end, the Quality 5s system was 
implemented across the group. 5s, consisting of five japanese 
words seiri, seiton, seiso, seiketsu and shitsuke, is a practical 
system to create a better workplace in order to generate more 
productivity. Due in part to the quality initiatives undertaken, we 
successfully underwent a triple re-certification audit by siriM in 
november 2010 in all three of our Quality Management systems- 
isO 9001 for Quality, isO 14001 for environment and isO 18001 
for Health & safety.

in indonesia, our public listed subsidiary, Pt Millennium Pharmacon 
international tbk (“MPi”) suffered a major setback in late 2009 
when it lost its biggest principal, Pt Merck. nevertheless we 
quickly added two new principals during the year under review. 
Although these new principals were relatively smaller compared 
with Pt Merck, we are confident that MPi will be able to recover 
fully from the loss of Pt Merck by 2012. with the benefit of 
tighter controls, a flatter organisational structure, improved 
collections and support from our bankers, we are poised to 
expand our business and take advantage of indonesia’s growing 
economy and healthcare sector. 
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CHAirMAn’s
stAteMent (cont’d)

As you would have heard from our announcements and in 
the press, Boustead Holdings Berhad (“Boustead”) proposed to 
acquire the ueM group Berhad’s entire 86.81% equity interest 
in Pharmaniaga. Boustead intends to maintain the listing status 
of Pharmaniaga and we have been granted a further extension 
of time of six months from 29 December 2010 until 28 june 
2011 to comply with the public spread requirement of 25%. As 
at 31 january 2011, Pharmaniaga’s public shareholding spread 
stood at 13.06%. the change in the major ownership augurs 
well for Pharmaniaga’s vision and strategy for the future and 
further strengthens our resolve to grow our business, add value, 
and reward all our stakeholders.

Our theme for the Annual report this year, ‘Pursuing 
Opportunities’, is reflected in our daily endeavours as we adopt 
new techniques to enhance productivity, initiate collaborations 
for research and development, and explore new markets abroad. 
though today a well-established enterprise, the group retains 
a pioneering spirit, constantly examining new ideas and taking 
steps forward towards reaching our goal to be the top regional 
healthcare company.

tHe PHarmaCeUtiCal anD HealtHCare  
inDUstry in malaysia

Malaysia’s pharmaceutical market is driven by an expanding 
economy, increasing income and an ageing population. the 
market expanded by 6.4% to rM4.57 billion (us$1.40 billion) in 
2010 and is expected to maintain a growth of 6.76% annually 
between 2009 and 2019 in local currency terms.

the industry will also benefit from a reduction in the approval 
period by the MOH for the registration of pharmaceutical 
products with single ingredients from six months to 60 days 
effective in 2011. this change in the regulatory framework is 
part of the government’s effort to encourage growth in the 
industry and promote investment into manufacturing plants and 
research and development facilities.

Private healthcare facilities continue to flourish on the strength 
of domestic demand as Malaysia’s per capita income climbs. 
Furthermore the government is encouraging medical tourism 
through, amongst other initiatives, increasing tax incentives for 
healthcare service providers who serve foreign health tourists.

All these measures provide the necessary impetus for Malaysian 
pharmaceutical and healthcare companies to grow with the 
local market.

finanCial PerformanCe

revenue for the 2010 financial year rose to rM1.38 billion, an 
improvement of 6% over the previous year, benefiting from 
higher MOH sales. gross profit margin for the year under review 
narrowed slightly to 14.8% from 15.7% recorded last year. the 
reduction was due to increases in contract supplier costs for the 
concession business, though this was mitigated by improvement 
in production efficiency and cost control.

Profit before tax contracted by 44.2% to rM45.5 million, from 
rM81.4 million recorded in 2009, as a result of a provision of 
rM20.0 million for slow moving product, Oseltamivir (sometimes 
commonly referred to as tamiflu), coupled with an increase in 
administration, selling and distribution expenses.
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BY reMAining FOCuseD On MAxiMising 
weLLness AnD MiniMising iLLness, 
we reCLAiM LiFe’s CYCLe OF HeALtH.
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CHAirMAn’s
stAteMent (cont’d)

the antiviral Oseltamivir was purchased during the height of the 
H1n1 pandemic in 2009 in anticipation of increased demand 
from the market. to recapitulate, the first case of what would 
later be identified as swine-Origin influenza A (H1n1) Virus 
infection in Malaysia was identified on 15 May 2009 and the 
first death in the country was on 23 july 2009. with the threat 
of more cases imminent and public concern over the availability 
of drugs should the pandemic worsen, Pharmaniaga managed to 
secure supplies of the antiviral to meet the anticipated demand, 
in line with the many government initiatives directed towards 
curbing the pandemic including higher budget allocations for 
H1n1 control related products. However contrary to popular 
predictions then, the pandemic was rather muted and well 
controlled due to the global coordination effort. whilst this was 
a huge relief for the public and governments around the world, 
it adversely affected pharmaceutical companies that produce and 
carry the antiviral drugs. 

with the pandemic behind us, we decided to take the prudent 
step of making a provision for the remaining stock we still hold. 
this is an adjustment that unfortunately has had a deleterious 
impact upon our 2010 results. the provision notwithstanding, 
we shall take all steps necessary to dispose of the remaining 
stocks of Oseltamivir and recover our costs.

strengtHening oPerations

the Pharmaniaga group operates in four core businesses namely 
generic pharmaceutical manufacturing, sales and marketing, 
warehousing and distribution of pharmaceutical and medical 
products as well as the supply, trading and installation of medical 
and hospital equipment. 

in manufacturing, our production throughput was better 
compared to last year delivering revenue of rM138.0 million, an 
increase of 31.4%. improved internal efficiencies and productivity 
proved essential to mitigate the impact of increased costs selling, 
distribution and personnel costs. the gains we have made in all 
these areas are now showing through and will help us sustain 
this momentum next year.

in sales and marketing, our Commercial Division recorded growth 
of 11% for active products though overall revenue declined due 
to the discontinuation of several therapeutic ranges. the sales 
teams were realigned to focus more closely on market segments 
designated as Primary Care, specialty Care and Biopharma. 80% 
of our international sales in 2010 went to 7 major countries 
where we have tapped a competitive advantage. those countries 
were Vietnam, indonesia, Myanmar, singapore, Hong Kong, sri 
Lanka and Cambodia.

in warehousing and distribution, sales by the Logistics Division hit 
a record rM1 billion, a 12% increase over 2009, with the largest 
component coming from the MOH Approved Product Purchase 
List. we also invested in additional racks in our warehouses to 
ensure sufficient space was available to carry the buffer stock 
levels stipulated by the MOH.
 
Our Medical Product & services Division which carries out the 
medical and hospital planning and equipment supply business was 
affected by the winding down of the government’s procurements 
under the 9th Malaysia Plan 2006-2010. Our first contract with 
the Ministry of Defence to supply rM4.02 million worth of 
medical equipment opens a new chapter and looking ahead we 
are pleased to see private healthcare highlighted as a national 
Key economic Area for 2011 by the government. 
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Our PAtH FOrwArD is ABOut FigHting 
LOOMing ePiDeMiCs, wHere PHArMAniAgA 
COMes As A FOrCe AnD FOrte.
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CHAirMAn’s
stAteMent (cont’d)

foCUsing on tHe environment, tHe CommUnity 
anD organisational DeveloPment 

As i mentioned earlier, our Quality Management systems for 
Quality, environment and Health & safety successfully underwent 
an audit by siriM in november 2010. the re-certification audit 
is conducted every three years to ascertain compliance to  
isO standards.

Pharmaniaga is not just about doing business, but rather a 
practice of doing business with a conscience and enriching life 
together. the group seeks to enrich the lives of the needy and less 
fortunate while at the same time embraces national aspirations 
that aim to enhance national unity and economic development. 
the group’s community service project known as skuad Operasi 
sihat (“sOs”) is a mobile clinic that performs health screening 
and provides education and awareness for promoting a healthy 
lifestyle in rural and marginalised populations. since its inception, 
100 sOs missions have been carried out with 30,000 people 
benefiting from this programme.

we are committed to the development of our people to ensure 
their career success and bring about immediate and long-term 
sustainable benefits to the organisation. in order to automate 
training administration, a vital step to ensure we operate more 
proficiently, our Learning Management system was launched in 
March 2010. Our people are now empowered to take ownership 
of extending their knowledge and skills and can self-enroll for a 
variety of training modules creating their personal learning plans 
for the whole year.

teambuilding sessions during the year to incorporate the values 
of teamwork, Open Communication, Passion For excellence, 
integrity and Honesty and Care (“tOPiC”) as part of our High 
Performance Culture initiative built a sense of camaraderie and 
‘esprit de corps’ amongst the participants.

the group’s battle cry for 2011 is r.i.s.e. (reigniting inspirations 
striving for excellence). the slogan rallies each individual to 
step up to achieve performance excellence in every aspect of 
the business. An internal branding initiative, r.i.s.e evokes an 
inspiring vision of the group soaring to greater heights in the 
new decade, motivating our people to ‘rise’ up to achieve our 
objectives, maximise profitability, and ensure sustainable growth.

oUr fUtUre 

under the 10th Malaysia Plan 2011-2015 (“10MP”), MOH will, 
in its endeavour to transform healthcare, enforce quality care 
in both public and private sectors and review financing options 
to manage rising costs to ensure healthcare remains accessible 
and affordable. 197 new clinics costing rM637 million will be 
completed in the first half of the 10MP: 156 clinics in rural areas 
and 41 community health clinics. 50 additional ‘1Malaysia’ clinics 
will be set up in urban poor and other underserved areas.
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Four new and four replacement hospitals costing rM600 million 
will be completed in the first two years of the 10MP. they include 
the national Cancer institute and the Cheras rehabilitation 
Centre. existing healthcare providers will be mapped to identify 
gaps that need filling to streamline health service delivery. Mobile 
clinics, flying doctor services and village health promoters will be 
expanded to remote areas. All these initiatives will benefit those 
companies who are ready to embrace the transformation. 

Competition will remain robust particularly in the private market 
segment but we have already put in place strategies and initiatives 
to grow market share in our core businesses. Pharmaniaga has 
worked hard to capture additional operating efficiencies, and we 
are financially capable of making the most of the opportunities 
which present themselves in the coming year.

stiff competition especially in the generic drug market means 
margins for manufacturers will remain thin. we are therefore 
on the lookout for potential acquisition targets overseas that 
may offer higher returns. we are seeking entry into new 
south east Asian markets and hope to introduce more new 
generic products over the next five years in a bid to become a 
regional generic pharmaceutical manufacturer. we hope to see a 
balanced earnings contribution from both local and international 
markets over time.

in aPPreCiation

On behalf of the Board, i thank most sincerely all our staff for 
their loyalty and support during the past year. i have no doubt 
that we can rely on their continuing commitment to meet 
the challenges that lie ahead. i would also like to thank our 
financiers, our partners, the many government authorities that 
we deal with and last but not least our customers. i record 
with sincere appreciation the contribution and leadership of  
en. Mohamad bin Abdullah, our Managing Director, who 
resigned and left us in november 2010.

May i take this opportunity to thank my fellow board members 
for their valuable insights and thoughtful advice that have 
guided us towards achieving our corporate goals to date.  
i take great pleasure in welcoming our new line of directors 
– Dato’ Farshila binti emran, Mr. Daniel ebinesan, and  
en. izzat bin Othman who will no doubt lend their experience and 
enthusiasm in addressing both the opportunities and challenges 
that lie ahead for the group. i also welcome our new controlling 
shareholder Boustead as they take the helm in 2011. 

By the time of the Annual general Meeting, the existing 
directors namely Datuk sulaiman bin Daud, emeritus Prof. 
Dato’ wira ir. Dr. Mohammad noor bin Hj. salleh, Mr. Oh Kim 
sun and i, would have vacated our positions on the Board of 
Pharmaniaga to make way for the new nominees representing 
Boustead and the new independent directors.

i would like to take this opportunity to thank you, the 
shareholders, for giving us your support whilst we were in office. 
And i wish Pharmaniaga all the best in its future endeavours 
and i am most confident of the Company achieving even more 
under the Boustead group and the stewardship of the new 
Board of Directors.

Yours faithfully,

aZman YahYa



CHArting  
A new COurse
Repositioning our leadership
together we remain focused on optimising our available resources in 
delivering greater value with efficiency and effectiveness to our customers.
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stAteMent On
COrPOrAte 
gOVernAnCe

introDUCtion

tHe MALAYsiAn CODe On COrPOrAte 
gOVernAnCe (reViseD 2007) (“tHe CODe”) 
wHiCH serVes As A guiDing PrinCiPLe FOr tHe 
Best PrACtiCes OF COrPOrAte gOVernAnCe 
On struCtures AnD PrOCesses, steers A 
COMPAnY’s COnDuCt in MAnAging its 
Business AFFAirs. 

the Board of Directors of Pharmaniaga (“the Board”) in 
recognising corporate governance as an evolving idea, a process 
of continuous improvement that any entity should focus on as 
the foundation and framework to manage the business of the 
organisation, continues to pursue its commitment in withholding 
the highest standard of corporate governance towards achieving 
its ultimate objective of realising long term shareholder value, 
without disregarding the interests of other stakeholders. 

with its collective and overall responsibility in leading and 
directing Pharmaniaga’s strategic affairs, the Board has the 
ultimate responsibility for corporate governance and plays a 
key role in charting the vision, strategic direction, development 
and control of Pharmaniaga group as well as overseeing the 
investments of the Company. the Board believes that effective 
corporate governance is premised on three important cornerstones 
namely, independence, accountability and transparency.

the Board is therefore pleased to report to the shareholders 
on the manner Pharmaniaga has applied the principles and the 
extent to which it has complied with the best practices as laid 
down in Part 1 and Part 2 of the Code respectively. 

1. BoarD of DireCtors

the Board assumed the following six responsibilities in 
discharging its stewardship responsibilities:

•  Reviewing and adopting a strategic plan for the 
company;

•  Overseeing the conduct of the company’s business 
to evaluate whether the business is being properly 
managed;

•  Identifying principal r isks and ensuring the 
implementation of appropriate systems to manage 
these risks;

•  Succession planning, including appointing, training, 
fixing the compensation of and where appropriate, 
replacing senior management;

•  Developing and implementing an investor relations 
programme or shareholder communications policy for 
the company; and

•  Reviewing the adequacy and the integrity of the 
company’s internal control systems and management 
information systems, including systems for compliance 
with applicable laws, regulations, rules, directives and 
guidelines.

Composition of the Board 

the Board of Pharmaniaga currently has seven (7) members 
with one (1) non-independent non-executive Chairman, 
four (4) independent non-executive Directors and two 
(2) non-independent non-executive Directors with caliber, 
credibility and the necessary skills and experience to bring 
an independent judgement of Pharmaniaga’s business 
conduct. the Board is aware of the required right blend 
of skills, knowledge and business experience given the 
size and nature of the business of Pharmaniaga. A profile 
of each Director is set out on pages 26 to 29 of this 
Annual report. there was one (1) resignation during the 
financial year under review and the following Directors 
were appointed to the Board:

a. Dato’ Farshila binti emran

b. Mr. Daniel ebinesan

c. en. izzat bin Othman
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the skills and experience of the members of the 
Board encompass a diverse professional background of 
finance, engineering, business administration, legal and 
pharmaceutical industry.

Process of Appointment to the Board

Pharmaniaga has established formal and transparent 
procedures for appointment of new Directors. the 
nomination and remuneration Committee scrutinizes 
the sourcing and nomination of suitable candidates for 
appointment as Director in Pharmaniaga and its subsidiary 
companies. this Committee will ensure the selection of 
the Board members with the right skill set, expertise and 
industry knowledge thus strengthening the composition of 
the Board and contributing significantly to the effectiveness 
of the Board.

roles and responsibilities

the roles and responsibilities of the Chairman of the Board 
and the Managing Director are distinct and separated. the 
Chairman is responsible to ensure the Board’s discussions 
are conducted in such a way that all views are taken into 
account before decision is made. the Managing Director 
has the general responsibility for running the business on 
a day-to-day basis thus ensuring a balance of power and 
authority so as to provide safeguard against the exercise of 
unfettered powers in decision making.
 
the Board’s principal focus is the overall strategic direction, 
development and control of Pharmaniaga group. As such, 
the Board approves Pharmaniaga group’s strategic plan 
and its annual budget and throughout the year, reviews 
the performance of the operating subsidiaries against their 
budgets and targets. the Managing Director is responsible 
for the implementation of the broad policies approved 
by the Board and is obliged to report and discuss at the 
Board Meetings all material matters currently or potentially 
affecting Pharmaniaga group and its performance, including 
all strategic projects and regulatory development.

Accountability is part and parcel of governance in 
Pharmaniaga, whilst the Board is accountable to the 
shareholders, Management is accountable to the Board. 
the Board ensures that the Management acts in the best 
interests of the Company and its shareholders by working 
to enhance the Company’s performance.

the Board had on 1 september 2010 approved for the 
formation of an executive Committee (“exCO”) to assume 
the functions and authority of the then Managing Director, 
in view that this is a critical position and the operation of 
the Company shall continue as usual, due to the absence 
of the Managing Director of the Company who was on a 
long leave at that point of time. the exCO reports directly 
to the Board. 

Directors’ Code of Conduct

in performance of the Board duties, the Board also 
observes a Directors’ Code of Conduct which continues 
to govern the standard ethics and good conduct expected 
from the Directors. the Directors’ Code of Conduct, 
which forms part of the Board Policy Manual sets out the 
performance of Directors’ duties and conducts in relation 
to the Corporate governance, its relationship with the 
shareholders, employees, creditors and customers as well 
as its social responsibilities.

Operation of the Board

the Board has established Board Committees to support 
its functions and responsibilities. the Board has entrusted 
specific responsibilities to the Board Committees, which 
operate within clearly defined written terms of references 
on which the Committees deliberate the issues on a broad 
and in depth basis before putting up any recommendation 
to the Board.
 
the Composition of the Board Committees and the 
attendance of members at the Board Committees’ meetings 
are listed as follows:

executive Committee (exCO)

  meeting
members attendance

Datuk Mohamed Azman bin Yahya 5/6

Datuk sulaiman bin Daud 5/6

Mr. Oh Kim sun 5/6

Puan roshidah binti Abdullah 6/6
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Audit Committee

  meeting
members attendance

Mr. Oh Kim sun  4/4

Datuk sulaiman bin Daud 4/4

emeritus Prof. Dato’ wira ir.  
  Dr. Mohammad noor bin Hj. salleh 3/4

risk Management Committee

  meeting
members attendance

Datuk sulaiman bin Daud 2/2

emeritus Prof. Dato’ wira ir.  
  Dr. Mohammad noor bin Hj. salleh 2/2

en. Mohamad bin Abdullah 
(resigned on 4 nov 2010) 1/1

nomination and remuneration Committee

  meeting
members attendance

Datuk sulaiman bin Daud 3/3

emeritus Prof Dato’ wira ir.  
  Dr. Mohammad noor bin Hj. salleh 3/3

Mr. Oh Kim sun 2/3

investment Committee

  meeting
members attendance

Datuk sulaiman bin Daud 3/3

Mr. Oh Kim sun 3/3

en. Mohamad bin Abdullah 
(resigned on 4 november 2010) 3/3

 

the salient terms of reference of the Board Committees 
are as follows:

executive Committee (exCO)

•  To manage the operations of the Company, including 
the cash flow and funding of the Company.

•  To review the progress and achievement of the 
implementation of special exercise(s) undertaken 
by the Company and, where relevant, any of the 
Pharmaniaga group of Companies.

•  To review the strategic initiatives of the Company 
and, where relevant, the strategic initiatives of any 
of the Pharmaniaga group of Companies, including, 
if necessary, a review and revision of the Annual 
Operating Plan of the Company and, where relevant, 
of any of the Pharmaniaga group of Companies, to 
set targets and milestones for the senior Level Critical 
Mission Positions of the Company and, where relevant, 
of any of the Pharmaniaga group of Companies.

•  To track the progress of the execution of the Annual 
Operating Plan (or, the revised Annual Operating Plan, 
as the case may be) of the Company and of each of 
the Pharmaniaga group of Companies.

•  To review and track deliverables, efficiency, productivity 
and improvement of the Company and of the 
Pharmaniaga group of Companies.

•  To review the overall manpower planning, including 
but not limited to making recommendation to the 
nomination and remuneration Committee on hiring, 
extending service contract as well as terminating the 
service contract of senior officers of the Company 
and of the Pharmaniaga group of Companies.

•  To review the expenditure and implementation with 
respect to all matters relating to Capital expenditure 
and Operating expenditure of the Company and of 
the Pharmaniaga group of Companies.

Audit Committee 

•  The terms of reference of the Audit Committee are 
detailed out under the Audit Committee report.
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risk Management Committee

•  To provide oversight, direction and counsel to the risk 
management process.

• To establish risk management guidelines.

•  To evaluate the structure for the Group risk 
management, risk management processes and support 
system.

•  To consider the half yearly report on risks, major 
findings and management responses thereto on 
material issues, highly significant risks, changing 
environments and required urgent changes in the risk 
management programmes.

•  To review and approve action and contingency plans 
developed to mitigate key significant risks.

•  To advise the Board on risk related issues and 
recommend strategies, policies and risk tolerance for 
Board approval.

nomination and remuneration Committee

•  To annually examine the size of the Board with a 
view to determine the number of Directors on the 
Board in relation to its effectiveness.

•  To assist the Board in the annual review of the 
required mix of skills, experience and other qualities, 
including core competencies, which non-executive 
Directors should bring to the Board and disclose the 
same in the Annual report. 

•  To annually carry out the process to be implemented 
for evaluating the effectiveness of the Board as 
a whole, the Committees of the Board and the 
performance and contribution of each individual 
Director based on the process implemented by the 
Board, and to identify areas for improvement. 

•  To recommend suitable orientation, educational and 
training programmes to continuously train and equip 
the existing and new Directors.

•  To ensure that the appointment of any Executive 
Director or Managing Director shall be for a fixed 
term not exceeding 3 years at any one time with the 
power to reappoint, remove or dismiss thereafter.

•  To identify and recommend new nominees to the 
Board of Pharmaniaga Berhad and its subsidiaries 
and associated companies, whether to be filled by 
Board members, shareholders or executives. it is 
also to identify and recommend for all directorships 
proposed by the Managing Director, any Director or 
shareholder to fill the seats on the Audit, nomination 
and remuneration or other Committees. 

•  To identify and recommend Senior Management 
position i.e Chief Operating Officer and Chief Financial 
Officer and its terms and conditions, for the Board’s 
approval.

•  To consider the following when recommending 
candidates for directorship:

 – skills, knowledge, expertise and experience

 – professionalism

 – integrity

 – ability to discharge functions/responsibilities

•  To set, review, recommend and advise the policy 
framework on all elements of the remuneration such 
as reward structure, fringe benefits and other terms of 
employment of executive Director and the Managing 
Director.

•  To advise the Board of the performance of the 
Managing Director and an assessment of his/
her entitlement to performance related pay. the 
Committee also should advise the Managing Director 
on the remuneration and terms and conditions of 
senior management staff holding grade ut2 and 
above.

•  To represent the public interest and avoid any 
inappropriate use of public funds when considering 
severance payments for senior staff.

•  To review the history of and proposals for the 
remuneration package of each of the Company’s 
committees.
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investment Committee

•  To review and recommend to the Board the investment 
policies and strategies.

•  To receive quarterly reports, deliberate and decide on 
the compliance with the overall investment policies 
and strategies. subsequently to report the findings to 
the Board.

•  At the initial Investment Initiation stage:

 –  to review and approve for the Company to 
proceed with the investment initiation activities, 
if the Committee is satisfied that the investment 
is viable and for overseas ventures, is in line 
with the overall expansion strategy adopted by 
the group.

 –  the Committee is given the power to authorise 
the Company to enter into any agreements, 
understanding and/or contracts with potential 
partners initiation stage and approve such terms 
in relation to the said agreement, understanding 
and/or contracts which may include equity 
participation of the Company. 

• Following the Detailed Appraisal/Evaluation:

 –  to review and recommend to the Board for final 
decision, the investment proposals, to review 
the terms of reference of the Committee and 
recommend the changes to the Board.

 –  to review other investment matters as the Board 
deems appropriate and in the best interest of 
the Company.

Board Meetings

the Board meetings are scheduled in advanced and during the Financial Year ended 31 December 2010, the Board held five 
(5) regular meetings and four (4) special Board meetings, as detailed below: 

Date of Board meetings attendance by  attendance by
 Independent Directors non-Independent Directors total numbers

19 February 2010 2/3 2/2 4/5

3 March 2010 (special) 3/3 2/2 5/5

22 March 2010 (special) 3/3 2/2 5/5

6 May 2010 (special) 3/3 2/2 5/5

25 May 2010 3/3 2/2 5/5

24 june 2010 (special) 3/3 2/2 5/5

11 August 2010 2/3 1/2 3/5

4 november 2010 3/3 1/1 4/4

16 December 2010 2/3 1/1 3/4
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to assist the Board in retaining full and effective control of 
the Company, the Board deliberates on a formal agenda 
and schedule matters arising for approval or notation 
during these Board meetings. 

During the financial year ended 31 December 2010, the 
Board reviewed and/or approved and considered, amongst 
other matters, the following:

• Pharmaniaga Group’s strategic and business plans

•  Financial results and performance of Pharmaniaga 
group

• Quarterly Operating Reports

•  Directors’ Report and the Audited Financial 
statements

•  Annual Report Disclosure for inclusion in the Annual 
report

• Budgets, Corporate Scorecard and Dividends

the Agenda for each Board meeting, together with detailed 
Board papers and supporting documents are circulated to 
all Board members for their prior review in advance of the 
meeting dates, to ensure that they are fully apprised on 
matters or key issues affecting the Company as well as to 
enable the Directors to make well-informed decisions on 
matters arising at the Board meetings. Agenda items for 

which the resolution is sought are identified and clearly 
stipulated in the Board paper to ensure that matters are 
discussed in structured manner. it has always been the 
Company’s practice that a standardised format of Board 
paper is circulated for ease of reference during meetings.

the Chairman of the Board chairs the Board meetings while 
the Managing Director/Director of Finance & Corporate 
services lead the presentation and provides explanation on 
the Board papers and reports. senior Management staff 
may be invited to attend the Board and Board Committee 
meetings to advise and provide the Board and Board 
Committee members with the presentations, detailed 
explanation and clarification on relevant agenda items that 
have been tabled to the Board to enable them to arrive at 
a considered decision.

in relation to the minutes of Board meetings, the Code 
requires the Board to properly record decisions made as 
well as all issues discussed in arriving at the decisions. 
Minutes of every Board meeting are circulated to each 
Director for their perusal prior confirmation of the Minutes 
at the following Board meeting. the minutes are then 
confirmed by the Board and signed as correct records 
of proceedings thereat by the Chairman of the meeting 
in accordance with the provision of section 156 of the 
Companies Act, 1965.

the details of the respective Directors’ attendance at the above Board Meetings are as follows:

Directors type meetings attendance

Datuk Mohamed Azman bin Yahya  non-independent  8/9
 non-executive Chairman 

en. Mohamad bin Abdullah  Managing Director 7/7
(resigned on 4 november 2010) 

Datuk sulaiman bin Daud senior independent non-executive Director 9/9

emeritus Prof. Dato’ wira ir.  independent non-executive Director 8/9
  Dr. Mohammad noor bin Hj. salleh 

Mr. Oh Kim sun independent non-executive Director 7/9
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supply of information to the Board

in furtherance of their duties, every member of the Board 
has full, unrestricted and timely access to all information 
pertaining to the Company’s business affairs, whether as 
a full Board or in their individual capacity, as the decision 
making process is highly contingent on the strength of 
information furnished. 

the Company secretaries attend all Board meetings and 
are responsible for ensuring the Board procedures as well 
as statutory and regulatory requirements relating to the 
duties and responsibilities of the Directors are complied 
with. in addition, the Directors are also empowered to seek 
independent external professional advice at the expense of 
the Company, should they consider it necessary in their 
course of duties. 

Board Balance and independence

the requirement of the Code for a Board balance is 
fulfilled with independent Directors forming more than 
one third of the Board. the current Board consists of 
four (4) independent non-executive Directors who are 
independent of Management and free from any business 
relationships that could materially interfere with exercise of 
their independent judgement.

the presence of independent Directors assures an additional 
element of balance to the Board as they provide unbiased 
and independent views, advice and judgement to all Board 
deliberations. Datuk sulaiman bin Daud is the senior 
independent non-executive Director. He acts as a facilitator 
for communication between the shareholders, the public 
and the Board and he ensures that the Board is aware of 
any shareholder concerns not resolved through the existing 
mechanisms of investor communication. He also represents 
and acts as a spokesperson for the independent Directors 
as a group.

Board effectiveness Assessment

the formal  Performance eva luat ion Framework 
(“Framework”) adopted in 2006, comprises a Board 
effectiveness Assessment (“BeA”) and a Board of Directors’ 
self/Peer Assessment. the Framework is designed to 
maintain cohesiveness of the Board and, at the same time, 
serves to improve the Board’s effectiveness.

Performance indicators, on which the Board effectiveness is 
evaluated, include the Board’s composition, administration, 
accountability and responsibil ity and its conduct. 
Performance indicators for individual Directors include their 
interactive contributions, understanding of their roles and 
quality of input.

Pharmaniaga’s BeA has been instrumental in drawing the 
Board’s attention to areas that need to be addressed. 

Directors’ training 

the Board believes that continuous training for Directors 
is essential to the Board members to gain insight into 
the pharmaceutical industry, state of economy, technology 
advances, regulatory updates and management strategies 
to enhance the Board’s skills and knowledge to enable 
them to discharge their duties effectively. As such, the 
Directors are continuously encouraged to attend various 
training programmes and seminars to ensure that they are 
kept abreast on various issues pertaining to the constantly 
changing environment within which the business of 
the group operates, particularly in areas of corporate 
governance and regulatory compliance.

All Directors, except for Dato’ Farshila binti emran and  
en. izzat bin Othman (the newly appointed Directors), have 
completed the Mandatory Accreditation Programme (MAP) 
and during the year, the Directors have from time to time 
attended trainings.

re-appointment and re-election of Directors

the Articles of Association of Pharmaniaga Berhad provide 
that all Directors are required to go forward for re-election 
by shareholders at the Annual general Meeting (“AgM”) 
at intervals of no more than 3 years, together with all new 
Directors appointed since the previous AgM. 

the Articles of Association also state that one-third of the 
Directors retire from office at each AgM and are eligible to 
offer themselves for re-election. section 129(2) Companies 
Act, 1965 requires that all Directors aged 70 or above go 
forward for re-appointment each year. 
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retiring Directors may offer themselves for re-election or 
re-appointment to hold office until the next AgM. each of 
these Directors who are due to go forward for re-election 
or re-appointment at this year’s AgM has been identified 
in the notice of AgM. Particulars of Directors submitted 
to shareholders for re-election are enumerated in the 
statement Accompanying notice of AgM.

number of Directorships

Directors of the Company do not hold more than ten (10) 
directorships in public listed companies and not more than 
fifteen (15) in non-public listed companies, as required by 
the Main Market Listing requirements of Bursa Malaysia. 
this ensures the Directors’ commitment, resources and 
focus for an effective input to the Board. 
 
Directors’ remuneration

the nomination and remuneration Committee recommends 
to the Board the framework and the remuneration package 
for the executive Director and senior Management. the 
determination of the remuneration of the non-executive 
Directors is a matter for the Board as a whole.

the non-executive Directors’ remuneration comprises annual 
fees that reflect their expected roles and responsibilities. in 
addition, non-executive members of the Board and Board 
Committees are paid meeting allowance for each meeting 
they attended. the Directors’ fees are approved annually by 
the shareholders of the Company at the AgM.

Further details of Directors’ remuneration are set out below 
and in note 6 to the Financial statements on page 146 of 
this Annual report.

remuneration Package

the remuneration package of the Directors is as follows:

a Basic salary

  the basic salary (inclusive of statutory employer 
contributions to the employees Provident Fund) 
for the Managing Director is recommended by the 
nomination and remuneration Committee, taking 
into account the performance of the individual and 
information from independent sources on the rates 
of salary for a similar position in a selected group of 
comparable companies.

b Fees

  the Board, based on the fixed sum as authorised by the 
Company’s shareholders, determines fees payable to 
non-executive Directors after considering comparable 
industry rates and the level of responsibilities 
undertaken by non-executive Directors.

c Bonus scheme

   the Company operates a bonus scheme for all 
employees, including the Managing Director. the 
criteria for the scheme is dependent primarily on the 
level of profit achieved from the Company’s business 
activities as measured against the targets and that of 
previous year, together with an assessment of each 
individual’s performance during the period. Bonus 
payable to the Managing Director is reviewed by 
the nomination and remuneration Committee and 
approved by the Board.

d Benefits-in-kind and other Perquisites

  the Chairman is entitled to a car allowance and 
a driver. the Managing Director is entitled to the 
provision of leave passage, car allowance, driver, 
medical (inclusive his/her immediate family members) 
and dental coverage. the Chairman and other Directors 
are also entitled to medical and hospitalisation 
coverage inclusive of outpatient, clinical and specialist 
treatment and dental (excluding family members). 

e retirement Plan 

  Contributions are made to the employees Provident 
Fund, the national mandatory defined contribution, in 
respect of the Managing Director.

f service Contract

  the Managing Director shall sign a service contract 
for a period of 3 years with the Company. As a 
director to the Board, the Managing Director shall 
retire from the Board at least once in 3 years but 
shall be eligible for re-election.
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whistle Blower Policy

As the Board strongly believes that a whistle Blower Policy 
in place would strengthen, support good management and 
at the same time demonstrate sound corporate governance 
practices, promote accountability, good risk management 
and increase the investors’ confidence in the Company, 
a whistle Blower Policy was established and approved in 
2008.

this whistle Blower Policy provides a platform and act 
as a mechanism for parties to channel their complaints 

or to provide information on fraud, wrongdoings or non-
compliance to any rules/procedures by the employee or 
management of the Company. the policy outlines when, 
how and to whom a concern may be properly raised, 
distinguishes a concern from a personal grievance and 
allows the whistle-blower the opportunity to raise a 
concern outside their management line and in confidence. 
the identity of the whistle blower is kept confidential and 
protection is accorded to the whistle blower against any 
form of reprisal or retribution. Any concerns raised will 
be investigated and a report and update is provided to 
the Board.

the remuneration paid to Directors of the Company for the financial year ended 31 December 2010, in bands of rM50,000 
are tabulated as follows:

note: none of the Directors’ remuneration falls within the rM155,001 – rM400,000 band.

no. of Directors

Remuneration Band executive non-executive

rM50,000 and below – –

rM50,001 – rM100,000 – 3

rM100,001 – rM155,000 – 1

rM400,001 – rM500,000 1 –

Disclosure on Directors’ remuneration 

the details of the remuneration received by each category of Directors for the financial year ended 31 December 2010 are is 
follows: 

the remuneration paid to Directors of the Company for the financial year ended 31 December 2010, in bands of rM50,000 
is tabulated as follows:

note: none of the Directors’ remuneration falls within the rM155,001 – rM400,000 band.

Directors

Basic 
salaries, 

Bonus & epf 
(Rm)

fees 
(Rm)

allowance, 
perquisites 

& other 
emoluments 

(Rm)

Benefits-
in-kind
(Rm)

total 
(Rm)

executive Director 438,172 – 54,174 5,400 497,746

non-executive Directors –  270,000 121,800 -  391,800

total 438,172 270,000 175,974 5,400 889,546
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2. sHareHolDers 

Pharmaniaga is committed in maintaining a constructive 
relationship with its shareholders, pursuing its on-
going commitment to sustain the highest standards of 
corporate governance practices throughout the group 
with full appreciation of its impact on long term corporate 
performance and optimal shareholder value.

investor relations

in this regard, Pharmaniaga has developed and maintained 
an investor relations Policy to ensure a high level of quality 
and service is achieved when information is provided to 
investors and stakeholders. 

Annual report

A key channel of communication used to provide its 
shareholders and investors with information which include 
its business, financials and other key activities is the Annual 
report of the Company, which contents are continuously 
enhanced to take into account developments in corporate 
governance practices, amongst others.

Apart from the mandatory requirement to make public 
announcements via Bursa Malaysia, Pharmaniaga also 
disseminates information on corporate events and business 
as well as any significant developments of Pharmaniaga 
group.

Further, the timely releases of financial results, in line 
with Main Market Listing requirements of Bursa Malaysia 
provide shareholders with an overview of Pharmaniaga 
group’s performance and operations.

Besides the key channels of communication through the 
Annual report, general meetings and announcements to 
Bursa Malaysia as well as analyst and media briefings, 
there is also continuous effort to enhance the Company 
website (www.pharmaniaga.com).

information that is disseminated to the investment 
community conforms to Bursa Malaysia disclosure rules 
and regulations. while the Company endeavours to provide 
as much information as possible to its shareholders, it 
must be wary of the legal and regulatory framework 
governing the release of material and price sensitive 
information. therefore, care has been taken to ensure that 
any information that may be regarded as undisclosed and 
market sensitive information such as corporate proposals, 
financial results and other material information about 
Pharmaniaga group will not be given to any shareholder 
or shareholder group without first making an official 
announcement to Bursa Malaysia for public release.

general Meeting

the Annual general Meeting (“AgM”) is the principal 
avenue for shareholders to communicate and engage in 
dialogue with the Board and Management of Pharmaniaga. 
the highlights of the Company’s operational and financial 
performance which is made via visual presentation is made 
by the Chairman and Managing Director at the AgM.

Constructive dialogue between the Board and the 
shareholders are encouraged whereby at the AgM, 
shareholders are given the opportunity to raise questions 
on issues pertaining to the Company’s operational and 
financial performance.

At the AgM, the shareholders can exercise their voting 
rights and the meeting is convened in strict compliance 
with the laws and procedures of general meeting. 
separate resolutions are proposed for separate motions 
and the Chairman will declare the outcome of each 
resolution after proposal and secondment are done by the 
shareholders. shareholders are also given the opportunity 
to put forward their questions on the proposed resolutions 
and on the group’s operations. the Chairman will provide 
sufficient time for a Question and Answer session.
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stAteMent On
COrPOrAte gOVernAnCe (cont’d)

3. aCCoUntaBility & aUDit 

Financial reporting

the Board is committed to provide and present a balanced, 
insightful and timely assessment of the group’s financial 
position and prospects by ensuring quality financial reporting 
to its stakeholders, in particular, shareholders, investors and 
the regulatory authorities. they are kept abreast of the 
group’s financial position during the financial year, through 
the annual financial statements, quarterly financial results 
announcement and press releases.

Quarterly financial results and annual financial statements 
are reviewed and deliberated upon by the Audit Committee 
to ensure the quality of financial reporting and adequacy 
of such information, prior to submission to the Board 
for its approval. the Audit Committee also reviews the 
appropriateness of the Company’s accounting policies and 
the changes to these policies.

the Directors are responsible for the preparation and 
fair presentation of the financial statements for each 
financial year in accordance with the Financial reporting 
standards and the Companies Act, 1965. the statement 
of Directors’ responsibility in relation to the Financial 
statements is presented on the appropriate section of this 
Annual report.

 internal Control

the Board acknowledges that they are responsible for 
maintaining a sound system of internal control to safeguard 
shareholders’ investment and the Company’s assets as 
required by the Code. Pharmaniaga adheres to Bursa 
Malaysia securities Berhad guidelines for Directors of Public 
Listed Companies, as guidance for compliance with these 
requirements.

information on the group’s internal Control is presented in 
the statement of internal Control pursuant to paragraph 
15.26(b) of the Main Market Listing requirements of Bursa 
Malaysia as set out on page 54 of this Annual report. 

relationship with external Auditors

the Board maintains a transparent and professional 
relationship with the Auditors, through the Audit 
Committee, who is conferred with the authority to directly 
liaise with both the external and internal Auditors. the 
Board, through the Audit Committee, seeks the external 
Auditors’ professional advice in ensuring compliance with 
the provisions of the Companies Act, 1965 and applicable 
Financial reporting standards in Malaysia.

the appointment of the external Auditors is subject to 
the approval of shareholders at the AgM, whilst the 
Board determines their remuneration. it is a policy of the 
Audit Committee that it meets with the external Auditors 
at least twice a year to discuss their audit plan, audit 
findings and the Company’s financial statements as well as 
any other issues without any executive Directors and the 
management present.

4. otHer ComPlianCe information 

related Party transactions

Pharmaniaga has in place a procedure to ensure the 
Company meets its obligations under the Main Market 
Listing requirements of Bursa Malaysia relating to related 
party transactions.

A list of related parties within Pharmaniaga group is 
disseminated to the various business units to determine the 
number and type of related party transactions. All related 
party transactions are presented to the Audit Committee 
for their review and monitoring on a quarterly basis. the 
report and the list of the related parties of Pharmaniaga 
group for year under review are then escalated to the 
Board for their notation.

A list of significant related party transactions is set out in 
note 34 to the Financial statements on page 185 of this 
Annual report.
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non-Audit Fees

the total amount of non-audit fees paid and payable to 
external audit firms by Pharmaniaga Berhad’s subsidiary, Pt 
Millennium Pharmacon international tbk for the financial 
year ended 31 December 2010 amounted to equivalent 
rM92,194.

sanctions and/or Penalties

On 1 March 2010, manufacturing license of the plant 
in Bangi was revoked due to a certain non-compliance 
found during routine checks by the Pharmaceutical services 
Division of MOH. However, Pharmaniaga managed to 
address the audit issues in a relatively short time. Following 
a satisfactory follow-up audit on the good Manufacturing 
Practices on 10 March 2010, the manufacturing license 
was re-issued on 15 March 2010.

resPonsiBility statement in resPeCt of tHe 
finanCial year UnDer review

(Pursuant to paragraph 15.26 (a) of the Main Market Listing 
Requirements of Bursa Malaysia)

the Board is fully accountable to ensure that the financial 
statements are prepared in accordance with the Companies 
Act, 1965 and the applicable approved accounting standards 
set by Malaysian Accounting standards Board so as to present 
a true and fair view, balanced and understandable assessment 
of the group’s financial position and prospects. in this Annual 
report, an assessment is provided in the Directors’ report of the 
Audited Financial statements.

the Audit Committee reviews the statutory compliance and 
scrutinises the financial aspects of the Audited Financial 
statements prior to full deliberation at the Board level.

statement of ComPlianCe witH tHe reQUirements 
of BUrsa malaysia in relation to aPPliCation of 
PrinCiPles anD aDoPtion of Best PraCtiCes laiD 
Down in tHe CoDe

(Pursuant to paragraph 15.25 of the Main Market Listing 
Requirements of Bursa Malaysia)

the Board considers that it has complied throughout the 
financial year with Best Practices as set out in the Code, except 
for disclosure on Directors’ remuneration that complies with 
Appendix 9C Part A (11) (a) and (b) Chapter 9 of the Main 
Market Listing requirements of Bursa Malaysia.

this statement on corporate Governance has been 
approved by the Board of Directors on 12 april 2011.
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stAteMent On
internAL 
COntrOL

BoarD resPonsiBility

tHe BOArD OF DireCtOrs (“BOArD”) is 
resPOnsiBLe FOr tHe ADeQuACY AnD 
eFFeCtiVeness OF tHe PHArMAniAgA 
grOuP’s (“tHe grOuP”) sYsteM OF 
internAL COntrOLs. HOweVer, suCH 
A sYsteM is DesigneD tO MAnAge tHe 
grOuP’s KeY AreAs OF risK witHin An 
ACCePtABLe risK PrOFiLe, rAtHer tHAn 
eLiMinAte tHe risK OF FAiLure tO ACHieVe 
tHe POLiCies AnD Business OBjeCtiVes OF 
tHe grOuP. ACCOrDingLY, tHe sYsteM OF 
internAL COntrOLs CAn OnLY PrOViDe 
reAsOnABLe But nOt ABsOLute AssurAnCe 
AgAinst MAteriAL MisstAteMent OF 
FinAnCiAL inFOrMAtiOn AnD reCOrDs Or 
AgAinst FinAnCiAL LOsses Or FrAuD.

the Board has established an ongoing process for identifying, 
evaluating and managing the significant risks faced by the 
group and this process includes updating the system of internal 
controls when there are changes to business environment or 
regulatory guidelines. the process is regularly reviewed by the 
Board via the Audit Committee and accords with the guidelines 
for directors on internal control, the Statement on Internal 
Control: Guidance for Directors of Public Listed Companies.

the Board is of the view that the system of internal controls in 
place for the year under review and up to the date of issuance 
of the financial statements is sound and sufficient to safeguard 
the shareholders’ investment, the interest of customers, regulators 
and employees and the group’s assets. in enhancing the internal 
control system, the investment Committee continues to evaluate, 
monitor and making recommendations to the Board in respect of 
any investment prior to its approval.

the Board ensures that management undertakes such actions 
as may be necessary in the implementation of the policies and 
procedures on risk and control approved by the Board whereby 
management identifies and assesses the risk faced and then 
designs, implements and monitors suitable internal controls to 
mitigate and control these risks.

A formal Management Control Policy (“MCP”) spells out the 
internal control responsibilities of the Audit Committee, the 
internal Audit function and Operating Management. the MCP 
was disseminated to all members of the senior management 
team to ensure that they are at all times fully aware of their 
internal control responsibilities. the MCP complements the terms 
of reference of the Audit Committee, the internal Audit Charter 
and this statement on internal Control.

key elements of internal Control framework

the key processes that have been established in reviewing the 
adequacy and integrity of the system of internal controls include 
the following:

management Control

risk Management

the Board views risk management as the logical step in the 
pursuit of its corporate governance agenda and the realisation 
of its long term corporate objectives towards protecting 
shareholders’ investment and safeguarding group’s assets.
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risk management is firmly embedded in the group’s management 
system and is every employee’s responsibility as the group firmly 
believes that risk management is critical for the group’s continued 
profitability and the enhancement of shareholder value.

As provided for in the group’s risk management framework, the 
risk Management Committee (“rMC”) and risk Management 
work group Committee (“rMwgC”) meet up at least twice a 
year to review and update the risk registers, review the impact 
and likelihood of all risks identified, and to follow up and 
monitor status of action plans put in place to address these 
risks. in the year under review, risk assessment reports as well 
as the minutes of rMC meetings were presented to the Board 
as a whole at Board meetings.

the internal auditors were present at all rMC meetings to 
provide an independent assessment of the adequacy and 
reliability of the risk management processes and compliance 
with risk policies.

in line with the group’s focus to expand its business activities, 
the rMC had undertaken a more detailed approach towards 
assessing risks relating to doing business local and overseas. 
the investment Committee’s responsibility is to assist the Board 
in fulfilling its obligation by receiving reports and making 
recommendations to, or where authorised, decision on behalf 
of the Board in respect of any investment.

Policies, Procedures and Discretionary Authority Limits

An organisation structure with clearly defined lines of responsibility, 
limits of authority and accountability is aligned to business and 
operations requirements in order to support the maintenance of 
a strong controlled environment. Delegation of authority including 
authorisation limits at various levels of management and matters 
requiring the Board’s approval are clearly defined under the 
Discretionary Authority Limits (“DAL”) to ensure accountability and 
proper segregation of duties. the DAL is reviewed regularly to 
ensure that it continues to be relevant and effective. the Board 
approved all changes to the DAL.

Policies and procedures for all key processes are clearly 
documented and reviewed at regular intervals. Certain subsidiaries 
companies are certified under the various standards such as 
isO 9001, isO 14001, isO/ieC 17025 and OHsAs 18001. the 
business operations of the group are also governed by various 
regulations and laws applicable to the pharmaceutical and 
healthcare industry. Compliance to stated policies, procedures 
and regulations is regularly audited by various independent 
bodies for the various certifications and licences obtained by the 
group companies, such as the national Pharmaceutical Control 
Bureau, siriM and certain multinational companies’ evaluation 
committee. the Board, either directly or through the Audit 
Committee, has been regularly briefed of any major findings 
arising from these independent audits.

Performance Management

A structured Performance Management system (“PMs”) which is 
linked to and guided by established Key Performance indicators 
(“KPis”) and Key result Areas (“KrAs”) parameters has been 
implemented. the group adopted the Balance scorecard 
quadrants (“FCiO”) to measure the KPis achievements through 
PMs online:

• Financial (“F”)

• Customer (“C”)

• Internal Business Process (“I”)

• Organisational Learning & Growth (“O”)

FCiO provides a framework to translate and align group’s 
strategy into measurable operational terms and is being used 
as a business unit and corporate performance measurement 
tool. this system has been implemented on employees at the 
executive and managerial level.
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emphasis is placed on talent and competencies of employees 
through a recruitment strategy and continuous training and 
development. training and development needs of employees 
are identified to ensure employees are adequately trained and 
competent in discharging their duties effectively. recruitment 
and promotion guidelines within the group are established 
to ensure appropriate people of calibre are selected to fill 
positions available. succession plan is also reviewed annually 
to ensure continuity at all pivotal positions. through the PMs, 
employees’ competencies are being properly addressed and 
suitable training programmes or schemes identified to expand 
on the competencies.

staff recruitment and termination

there are proper guidelines within the group for hiring and 
termination of staff, formal training programmes for staff, mid-year 
or annual performance appraisals and other relevant procedures 
in place to ensure that staff are competent and adequately 
trained in carrying out their duties and responsibilities.

Code of Conduct

staff handbook containing the human resource policies and 
code of conduct is available to all employees either in bound 
copies or on the intranet. All employees are required to renew 
their declaration of non-conflict of interest every year. induction 
programmes are conducted for all new employees to ensure 
that they are immediately aware of the accepted code of ethical 
conduct and employee’s obligations and responsibilities under 
the safety and Health policies.

strategic Business Planning, Budgeting and reporting

the Board plays an active role in strategic planning sessions held 
with Management to discuss and review the plans, strategies, 
performance and risks faced by the group. strategic concerns 
were deliberated. strategies and action plans were then reviewed 
and mandates were given to Management by the Board to carry 
out the agreed strategies and action plans.

Based on strategies identified, the Annual Operating and Five-Year 
Business Plans together with KPis were drawn up and approved by 
the Board on 16 December 2010. this is to ensure accountability 
and achievement of the group’s objectives and strategies. strategies 
are also revised based on the changes in business and operating 
environments. inputs from the Board strategic Planning sessions 
are used to develop the Annual Operating and Five-Year Plans.

Business plans, budgets and KPis are aligned to the group’s 
Five-Year strategic Plan, which guide the group in achieving its 
vision of becoming among the preferred brand in healthcare. 
Monitoring of actual achievements of financial and non-financial 
indicators against the approved budget and explanations are 
provided for significant variances at monthly operations meetings 
and quarterly Board meetings. effective utilisation of the budget 
is attained through regular monitoring by Management.

regular Monthly reporting

Operational review meetings are conducted on a monthly 
basis to review and monitor matters pertaining to the business 
operations. the review is based on performance reports which 
provide comprehensive information on financial performance 
and other key non-financial indicators.

tender Award system

A tender Committee (“Committee”) has been set up to enhance 
coordination and control on procurement of goods and services 
for projects. the Committee serve to increase efficiency and places 
assurance on the effectiveness of the system of internal control 
embedded in the process of awarding tenders.

insurance 

Adequate insurance of major assets; buildings and machineries 
in major operating subsidiary companies is in place to ensure 
the group’s assets are sufficiently covered against any calamity 
that will result in material losses to the group and/or its 
subsidiary companies.

stAteMent On
internAL COntrOL (cont’d)
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groUP internal aUDit

the group internal Auditors from ueM group Management 
sdn Bhd (“ueMgM”) continues to provide the internal audit 
support function to the Audit Committee and the Board during 
the year. the internal audit activities undertaken by ueMgM 
are in conformance with the international standards for the 
Professional Practice of internal Auditing issued by the institute 
of internal Auditors.

the internal Auditors have the responsibility for ascertaining that 
the ongoing processes for controlling operations throughout 
the organisation are adequately designed and are functioning 
in an effective manner, taking into account the group’s 
objectives and policies in the context of evolving business  
and regulatory environment. internal audits are conducted  
to identify and report risks in units under the group’s major 
core activities.

aUDit Committee

the Audit Committee is responsible for monitoring, overseeing 
and evaluating the duties and responsibilities of the internal and 
external Auditors as those duties and responsibilities relate to 
the organisation’s processes for controlling its operations.

the Audit Committee is also responsible for determining that 
all major issues reported by the internal Auditors, the external 
Auditors and other outside advisors have been satisfactorily 
resolved by the Management.

Finally, the Audit Committee is responsible for assisting 
and reporting to the Board, matters deemed critical to the 
organisation’s controlling processes and risk management 
activities including the implementation of the appropriate 
systems to manage risks.

monitoring anD review of tHe effeCtiveness of tHe 
internal Control system

All audit findings, recommendations and management actions 
are rigorously deliberated at Audit Committee meetings before 
being reported to the Board. Quarterly reports to the Audit 
Committee are presented such that all corrective actions taken 
on issues highlighted by the group internal Auditors are tracked 
according to the progress of completion.

ConClUsions

For the financial year under review, some weaknesses in internal 
control were detected. However, after due and careful inquiry 
and based on the information and assurance provided, the Board 
is satisfied that there were no material losses as a result of 
weaknesses in the system of internal control, that would require 
separate disclosure in the group’s Annual report. nevertheless, 
for areas requiring attention, measures are being taken to ensure 
ongoing adequacy and effectiveness of internal controls and to 
safeguard shareholders’ investments and the group’s assets.

review of tHe statement By eXternal aUDitors

the external Auditors have reviewed this statement on internal 
Control for inclusion in the Annual report of the Company for the 
year ended 31 December 2010 and reported to the Board that 
nothing has come to their attention that causes them to believe 
that the statement is inconsistent with their understanding of the 
process adopted by the Board in reviewing the adequacy and 
integrity of the system of internal controls.

this statement on Internal control is made in accordance 
with the resolution of the Board of Directors dated  
12 april 2011.
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RISk MAnAGEMEnT • STRATEGIC BuSInESS PLAnnInG, BuDGETInG & REPORTInG • REGuLAR MOnTHLy REPORTInG • 
TEnDER AwARD SySTEM • InSuRAnCE • GROuP InTERnAL AuDIT • CODE OF COnDuCT • HuMAn CAPITAL DEvELOPMEnT 

• PERFORMAnCE MAnAGEMEnT • POLICIES, PROCEDuRES & DISCRETIOnARy AuTHORITy LIMITS

stAteMent On
internAL COntrOL (cont’d)

internal Control framework of PHarmaniaga BerHaD groUP

BoaRD of DIRectoRs

shaReholDeRs

exteRnal
auDItoRs

auDIt
commIttee

GRoup
InteRnal auDIt

RIsk manaGement 
commIttee

nomInatIon anD
RemuneRatIon commIttee

GRoup manaGement 
team

suppoRt seRvIces
unIts/DIvIsIons

BusIness
unIts/DIvIsIons

the group’s internal control framework shown above signifies the accountability and reporting relationship between the shareholders, 
the Board, the Audit Committee, Auditors and Management.

 MAnAgeMent teAM  KeY internAL COntrOL eLeMents

Investment
commIttee
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overall risk management framework

tHe  PHArMAniAgA grOuP ’s  r i sK 
MAnAgeMent inFrAstruCture PrOViDes 
CLeAr ACCOuntABiLitY AnD resPOnsiBiLitY 
FOr tHe risK MAnAgeMent PrOCess wHiCH 
sets Out tHe PrinCiPAL risK MAnAgeMent 
AnD COntrOL resPOnsiBiLities. 

risk Management Committee (“rMC”) members appointed by 
the Board of Directors (“Board”) comprise senior independent 
non-executive Director, independent non-executive Director, 
Managing Director and senior Management team from all 
functions of Pharmaniaga group (“the group”).

the Board is ultimately responsible for the management of risks. 
the Board, through the rMC, maintains overall responsibility for 
risk oversight within the Pharmaniaga group. the rMC reports 
directly to the Board. the risk appetite statement and level of 
risk tolerance are set in line with the group’s strategic direction 
and business objectives in the Annual Business Plans approved 
by the Board.

the group Corporate Finance unit provides support to the 
risk Management work group Committee (“rMwgC”) and is 
responsible for ensuring the risk policies are implemented and 
complied with. they are also responsible for the identification, 
measurement and monitoring of risks. 

the business units, being the first line of defense against risks, 
are responsible for identifying, mitigating and managing risks 
within their businesses. these units are to ensure that their day-
to-day business activities are carried out within the established 
risk policies, procedures and limits.

the rMC, supported by the group internal Audit from 
ueM group Management sdn Bhd (“ueMgM”) provides an 
independent assessment of the adequacy and reliability of the 
risk management processes and system of internal controls, and 
compliance with risk policies and regulatory requirements.

it is the group’s policy that all risk management policies 
are subject to more frequent reviews to ensure that they 
remain applicable and effective in managing the associated 
risks brought about by the ever changes in the market and 
regulatory environments. Appropriate changes are also made to 
the group’s risk reporting framework to ensure adequate and 
timely risk reporting to the rMC for decision making.

the group’s risk management system is linked to the group’s 
internal control system, thus providing the group an efficient 
and reliable decision making tool.

meetings

the rMC had two meetings during the financial year ended 31 
December 2010. representative from group internal Audit from 
ueMgM also attended the meeting upon invitation.

For Pharmaniaga group, the practice of risk management is 
not designed to stop employees from taking risks but rather to 
create value by enhancing the chances of achieving corporate 
success and enabling managers and shareholders to understand 
the level of risks undertaken and to manage the risk profile 
accordingly. risk management is firmly embedded in the group’s 
management system and is every employee’s responsibilities.

risk management framework (“rmf”)

the group’s risk management philosophy is to balance risk 
awareness and control with the need to create and exploit 
opportunities. the group practices a holistic risk management 
since it offers a consolidated view of all types of risks and 
opportunities across the group, management processes and 
business activities.

For the period under review, the group has in place an ongoing 
process for identifying, evaluating, monitoring and managing 
significant risks affecting the achievement of its business 
objectives.

rePOrt On 
COrPOrAte  

risK 
MAnAgeMent
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the group rMF has the following key attributes:

• Risk Governance and Strategy

  the risk governance and strategy are established within the 
Corporate risk Management in three levels:

 (i)  Day-to-day risk management residing at the business 
units and divisions

 (ii)  rMwgC taskforce headed by the Managing Director, 
Heads of Business unit and Division is entrusted 
to drive the risk Management of the group. the 
rMwgC’s responsibilities are to:

  – Conduct quarterly review of the business risks

  –  Coordinate the development of risk mitigation 
action plans

  –  update Business Continuity Plan for key business 
risks

  –  Monitor the results of KPis

  – ensure good corporate governance

 (iii)  the rMC retains the overall risk governance 
responsibility and risk oversight for the group and its 
subsidiaries

• Risk Management Portfolio

  Based on its nature and characteristics, identified risks are broadly 
categorised into major risk types such as strategic, operational, 
financial, legal and regulatory, human capital, reputation and 
environmental. risks are further classified, measured and 
prioritised using a “5 x 5” risk matrix methodology.

•	 Risk	 Control	 Assurance

  this is driven by the group internal Auditors from ueMgM. the internal auditor is present at all rMC meetings to provide an 
independent assessment of the adequacy and reliability of the risk management processes and compliance with risk policies.

    likeliHooD

 common medium low moderate significant high high

 likely low medium low moderate significant high

 possible low medium low moderate significant high

 unlikely low medium low moderate significant high

 Remote low low medium low moderate significant

  Insignificant minor moderate major catastrophic

   imPaCt

rePOrt On COrPOrAte 

risK MAnAgeMent (cont’d)
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risk management ProCess

the group’s risk management processes involve establishing the context of risk in relation to the group and thereon risk 
identification, analysis, evaluation and treatment. throughout this process, there is continuous monitoring and review, communication 
and consultation. the process is illustrated as follows:

risk management framework ProCess

step 1: establish the context

• Strategic Context
• Organisational Context
• Risk Management Context
•   Risk Evaluation Criterion 

Development
• Structure Definition

step 6:  monitor and Review 
Risks

• Review
• Process
• Environment & Organisation
• Strategy

step 2: Risk Identification

•  Recognise Risk Areas and 
sources

• Categorise Risk

step 5:  Risk management or 
treatment

• Accept / Return
• Avoid
• Transfer
• Reduce Consequence 
• Reduce Likelihood

step 3: Risk analysis

• Determine Likelihood
• Determine Consequences
• Eliminate Level of Risk

step 4:  Risk evaluation & 
prioritisation

•  Identify Acceptable or 
unacceptable risks

• Prioritise Risks for Treatment

InteRnal contRol

communIcatIon
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in the risk identification process, all possible business risks 
are identified. the identified business risks are then evaluated 
based on:

• Likelihood of the risk crystalising

likelihood Description

Common  this risk is expected to occur in most 
circumstances.

Likely  this risk will probably occur in most 
circumstances.

Possible this risk should occur at some time.

unlikely this risk could occur at some time.

remote  this risk may only occur in exceptional 
circumstances.

• Severity or impact of the consequence

Impact Description

Catastrophic  Loss of abil ity to sustain ongoing 
operations. A situation that would cause a 
standalone business to cease operations.

Major  significant impact on the achievement of 
strategic objectives and targets relating to 
corporate plan.

Moderate  Disruption of normal operations with 
a limited effect on the achievement of 
strategic objectives or targets relating to 
corporate plan.

Minor  no material impact on the achievement 
of business objectives or strategy.

insignificant negligible impact.

•  Degree of internal control and risk management measures 
in place

  the outcome of the risk identification and evaluation 
process is a risk register which documents all identified 
business risks, their risk levels as well as action plans to 
manage these business risks.

the key elements of the process are:

•  An appropriate organisational structure for planning, 
executing, controlling and monitoring business operations 
with appropriate authorisation limits in order to achieve 
business objectives

•  Review of the Group’s risk registers and reports on 
significant events that have occurred during the year

• Review of the external and internal audit work plans

•  Review of long-term financial objectives and the evaluation 
of business strategy

•  Regular variance reporting by business unit on progress 
against business objectives

review of tHe groUP’s risk management Profile

risk review is conducted to review the effectiveness of individual 
components of the group risk Management and implement 
improvements where necessary. these are complemented by 
internal control practice such as the statement of compliance 
with the Malaysian Code on Corporate governance (revised 
2007).

in August 2010 and january 2011, the rMwgC and management 
jointly updated the risk register and risk management action 
plans. 

the rMC met twice during the year in september 2010 and 
February 2011 to review group’s risk profile and progress of the 
action plans for 2010. the rMC tabled its report to the Board 
of Directors in september 2010 and February 2011. 

rePOrt On COrPOrAte 

risK MAnAgeMent (cont’d)
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 summaRY of RIsks foR the YeaR

 total existing risks  65

 new risks identified  4

 Deletion of risks  (2)

 total RIsks 67

 RIsk RatInG 

 significant 13

 Moderate  35

 Medium Low 17

 Low   2

 total RIsks 67

group risk Profile

Consistent with good corporate governance, below are the 
macro components of the group risk profile which are significant 
to the group business:

• Logistics Business Risks

  Pharmaniaga Logistics sdn Bhd, one of the group’s 
subsidiaries, manages the concession of supplying drugs and 
medical disposables to government hospitals in Malaysia, 
the agreement of which ended in December 2009. MOH 
has agreed to extend the concession for a further 10 
years and the agreement has been signed between the 
government of Malaysia (“the government”), represented 
by MOH and Pharmaniaga on 16 March 2011.

  Logistics has to comply with the new service level 
agreement stipulated in the new concession agreement, 
which non- compliance will lead to penalty imposed by the 
government. the group assessed the risk of an adverse 
effect on its business operations as significant at present 
and various actions have been taken to mitigate the risk.

• Manufacturing and Marketing Business Risks

  in manufacturing sector, the group is also exposed to 
the economic conditions of the global economy, impact 
of competition from other pharmaceutical players, market 
demand, shortage of raw materials and changes in 
regulatory environment. 

  in view of the new small volume injectables plant in 
Puchong which has started its commercialisation in 2011, 
the group has expanded its market penetration strategy 
including overseas markets where europe and south east 
Asia regions have been identified as priority markets. 
Ongoing risk monitoring is conducted to actively review 
the economic conditions and its impact to the business 
and the effectiveness of risk mitigation measures. 

• Other Risks

  Other key risks inherent in the group’s business operating 
environments include non-compliance to legal and regulatory 
requirements, risks associated to environmental and social 
responsibilities and financial risks. the group assessed the 
risk of an adverse effect on its business operations arising 
from the above risks as low at the moment.
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rePOrt OF 
tHe AuDit 
COMMittee 

tHe BOArD OF DireCtOrs OF PHArMAniAgA BerHAD is PLeAseD tO Present tHe rePOrt 
OF tHe AuDit COMMittee FOr tHe FinAnCiAL YeAr 2010.

memBersHiPs anD meetings

the Audit Committee presently comprises three (3) members of the Board who are all independent non-executive Directors. this 
is in line with the Malaysian Code on Corporate governance (revised 2007) (“the Code”) and also in accordance with Paragraph 
15.09 (1) (b) of the Main Market Listing requirements of Bursa Malaysia securities Berhad (“Bursa securities”) which requires that 
all members of the Audit Committee to be non-executive Directors, with majority of them being independent directors.

the members of the Audit Committee are:

•  Mr. Oh kim Sun (Chairman) - appointed on 8 May 2009

•  Datuk Sulaiman bin Daud

•   Emeritus Prof. Dato’ wira Ir. Dr. Mohammad noor bin Hj. Salleh

During the financial year under review, the Audit Committee held four (4) meetings. the meetings were appropriately structured 
through the use of agenda, which were distributed to members with sufficient notification. the details of attendance of each 
member at the Audit Committee meetings held during the financial year are stated below:

the Managing Director and other senior management were also in attendance by invitation. representatives of the external Auditors, 
Messrs. PricewaterhouseCoopers and the Head of group internal Audit also attended the meetings upon invitation by the Audit 
Committee.

composition of committee meetings attended %

Mr. Oh Kim sun 
Chairman/ independent non-executive Director 

4/4 100

Datuk sulaiman bin Daud
Member/ independent non-executive Director

4/4 100

emeritus Prof. Dato’ wira ir. Dr. Mohammad noor bin Hj. salleh 
Member/ independent non-executive Director

3/4 75
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sUmmary of aCtivities

During the financial year 2010, the Audit Committee carried out 
its duties in accordance with its terms of reference.

Financial reporting

•   Reviewed the quarterly and year-to-date unaudited 
financial results of the Company and the group including 
announcements, before recommending them for approval 
by the Board of Directors.

•   Reviewed the annual audited financial statements of the 
Company and the group with the external Auditors prior 
to submission to the Board of Directors for approval.

the review was to ensure that the financial reporting and 
disclosures are in compliance with:

–  provisions of the Companies Act, 1965;

–  Main Market Listing requirements of Bursa securities;

–   applicable approved accounting standards in Malaysia; 
and

–  other relevant legal and regulatory requirements.

in the review of the annual audited financial statements, the 
Audit Committee discussed with Management and the external 
Auditors the accounting principles and standards that were 
applied and their judgement of the items that may affect the 
financial statements.

internal Audit

•   Reviewed and approved Group Internal Audit’s (“GIA”) Annual 
Audit Plan to ensure adequate scope and comprehensiveness 
of the activities, adequacy of resources and coverage on 
auditable entities with significant high risks.

•   Reviewed internal audit reports issued by GIA and external 
parties, covering the performance of companies / branches 
audited in regards to the effectiveness and adequacy of 
risk management, operational, compliance and governance 
processes, whereafter discussed the Management’s actions 
taken to improve the system of internal control and any 
outstanding matters.

•  Reviewed the adequacy and effectiveness of corrective 
actions taken by Management on all significant matters 
raised. Monitored the corrective actions on the outstanding 
issues to ensure that all the key risks and control lapses 
have been addressed.

•   Reviewed the Group’s 2010 objectives/plans/budgets.

•   Reviewed the staffing requirements of GIA, skills and the 
core competencies of the internal auditors.

•   Reviewed effectiveness of audit process, resource 
requirements for the year and assessed the performance 
of giA.

•   Reviewed internal audit reports which were tabled during 
the year, audit recommendations made and Management’s 
response to those recommendations. where appropriate, 
the Audit Committee had directed Management to rectify 
and improve control and workflow procedures based on 
the internal Auditors’ recommendations and suggestions 
for improvement.

•   Reviewed GIA’s audit methodology in assessing and rating 
risks of auditable areas and ensured that all high and 
critical risks were audited annually.

external Audit

•  Reviewed with the External Auditors:

 –   their audit plan, audit strategy and scope of work for 
the year.

 –   the results of the annual audit, their audit report 
and Management Letter together with Management’s 
response to the findings of the external Auditors.

•   Assessed the independence and objectivity of the External 
Auditors during the year and prior to the appointment of 
the external Auditors for adhoc non-audit services. the 
Committee also received reports from the external Auditors 
on their own policies regarding independence and the 
measures taken to control the quality of their work.

•   Deliberated and reported the results of the annual audit to 
the Board.

•   Recommended to the Board the appointment and 
remuneration of the external Auditors.

•   Met with the External Auditors without the presence of 
Management to discuss any matters that they wished to 
present.
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rePOrt OF
tHe AuDit COMMittee (cont’d)

related Party transactions

•   Reviewed the updates on the related party transactions 
entered into by Pharmaniaga group and/or its group of 
companies.

•   Reviewed the Circular to Shareholders relating to 
shareholders’ mandate for recurrent related party transactions 
of a revenue or trading nature prior to recommending it 
for Board’s approval.

Annual reporting

•   Reviewed and recommended the Statement on Corporate 
governance, statement on internal Control, Audit 
Committee report and Circular to shareholders on related 
Party transactions to the Board for approval, and thereafter 
for disclosures in Annual report.

risk Management

•   noted and report to the Board on the risk management 
report by the risk Management Committee. 

internal aUDit fUnCtions

the internal audit function of Pharmaniaga group is carried 
out by the giA of ueM group Management sdn Bhd. giA 
provides independent, objective assurance on areas of operations 
reviewed, and advice on best practices that will improve and 
add value to the Pharmaniaga group.

in the year under review, giA carried out audit programmes 
which focused on the management of the group’s significant 
corporate risks and executed audit plans approved by the Audit 
Committee. in conducting their independent audit, giA placed 
emphasis on a risk-based auditing approach. the audit findings 
and recommendations, which also highlighted areas of non-
compliance with the group’s policies, procedures and guidelines, 
were communicated to the Audit Committee to enable a timely 
evaluation of the adequacy and integrity of the group’s internal 
control system.

Detailed audit reports by giA, together with responses by 
Management, were circulated to the Managing Director and 
Heads of the respective Divisions of the Company.

Further details of the activities of the internal Audit Division are 
set out in the statement on internal Control.

terms of referenCe

in performing its duties and discharging its responsibilities, the 
Audit Committee is guided by the terms of reference as follows:

Composition of the Audit Committee

the Audit Committee shall be appointed by the Board of 
Directors from amongst its numbers, which fulfils the following 
requirements:

a.   the Audit Committee must be composed of no fewer than 
three (3) members;

b.   A majority of the Audit Committee must be independent 
directors;

c.   At least one (1) member of the Audit Committee must be a 
member of the Malaysian institute of Accountants (“MiA”) or 
any equivalent qualifications recognised by the MiA; and

d.   no alternate director shall be appointed as a member of the 
Audit Committee.

the members of the Audit Committee shall elect a Chairman 
from among themselves who will be an independent Director. All 
members of the Audit Committee, including the Chairman, will 
hold office only so long as they serve as Directors of Pharmaniaga 
Berhad. the Board of Directors must review the term of office and 
performance of the Audit Committee and each of its members at 
least once every three (3) years to determine whether the Audit 
Committee has carried out its duties in accordance with its terms 
of reference.

secretary of the Audit Committee

the Company secretary or in the absence of the Company 
secretary, any person appointed by the Audit Committee.

Objectives of the Audit Committee

•   To assist the Board to carry out their responsibilities and with 
the primary objective of assisting the Board of Pharmaniaga 
Berhad in fulfilling its fiduciary responsibilities relating to 
corporate accounting, system of internal controls and risk 
management processes, and management and financial 
reporting practices of the group.

•   To assure the shareholders of the Company that the 
Directors of Pharmaniaga have complied with specified 
financial standards and required disclosure policies developed 
and administered by Bursa Malaysia and other approved 
accounting standard bodies.
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•   To ensure consistency with Bursa Malaysia commitments 
to encourage high standards of corporate disclosure and 
transparency. the Audit Committee will endeavour to adopt 
certain practices aimed at maintaining appropriate standards 
of corporate responsibility, integrity and accountability to 
Pharmaniaga’s shareholders.

Duties & responsibilities of the Audit Committee

the following are the main duties and responsibilities of the 
Committee collectively:

•   Recommend to the Board on the appointment and annual 
re-appointment of the external Auditors and their audit 
fee, after taking into consideration the independence 
and objectivity of the external Auditors and the cost 
effectiveness of their audit.

•   Discuss with the External Auditors before the audit 
commences, the nature and scope of the audit, the audit 
plan and ensure co-ordination where more than one audit 
firm is involved.

•   Review the quarterly interim results, half year and annual 
financial statements of the Company and the group 
prior to approval by the Board whilst ensuring that they 
are prepared in a timely and accurate manner complying 
with all accounting and regulatory requirements and are 
promptly published.

•   Discuss problems and reservations arising from the interim 
and final audits and any matter the auditor may wish 
to discuss in the absence of the Management where 
necessary.

•   Review the External Auditor’s Management Letter and 
Management’s response.

•   Review the Internal Audit and thereafter report the same 
to the Board the adequacy of the scope, strategic and 
annual internal audit work plans, functions, competency 
and resources of the internal audit functions and that it 
has the necessary authority to carry out its work.

•   Review any related party transactions and conflict of 
interest situation that may arise within the Company or 
the group and its related companies and ensure that 
such transactions are undertaken at arm’s length, normal 
commercial, on terms not favourable to the related party 
than those generally available to the public and are not to 
the detriment of the minority shareholders and in the best 
interest of the Company and its subsidiaries.

 •   Review and approve the Annual Internal Audit Plan and 
ensure adequate risk and governance coverage.

•   Review the results of the internal audit process and where 
necessary, ensure that appropriate actions are taken on the 
recommendations made by the internal Auditor.

•   Review the terms of the shareholders’ mandate for recurrent 
related party transactions of a revenue or trading nature.

•  Engagements:

 _   Meet external Auditors at least twice a year without 
senior management present.

 _   engage continuously with Managing Director, Chief 
Financial Officer and Head of internal Audit.

•  Consider other topics as defined by the Board.

Powers of the Audit Committee

in carrying out its duties and responsibilities, the Audit Committee 
will have the following rights:

•   Have explicit authority to investigate any matter within its 
terms of reference.

•  Have the resources required to perform its duties.

•   Have full, free and unrestricted access to any information, 
records, properties and personnel of the Company and of 
any other companies within the group.

•   Have direct communication channels with the External 
Auditors and person(s) carrying out the internal audit 
function or activity (if any). Head of internal Audit should 
report directly to Audit Committee.

•   Have authority to obtain independent professional or other 
advice and to invite outsiders with relevant experience to 
attend the Committee’s meetings (if required) and to brief 
the Committee.

•   Have discretion to invite other Directors and employees of 
the Company to any particular Audit Committee meeting 
with specific relevance.

•   Have authority to convene meetings with External Auditors, 
internal Auditors or both, excluding the attendance of 
other directors, executive members of the Committee and 
employees of the Company, whenever deemed necessary.



sHAPing On 
strAtegiC reLeVAnCe
Realigning our objectives 
Our wide array of life-affirming products will have the scale, depth, 
science and reach to help build the future in a healthier world.
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loGIstIcs (malaYsIan opeRatIons)

tHe LOgistiCs DiVisiOn ACHieVeD reCOrD reVenue OF rM1 BiLLiOn 
in 2010, A 12% CLiMB FrOM rM893 MiLLiOn registereD in 2009.  
tHe LArgest COMPOnent OF tHe reVenue CAMe FrOM tHe MinistrY 
OF HeALtH APPrOVeD PrODuCt PurCHAse List (MOH APPL) seCtOr tHAt 
registereD sALes OF rM810 MiLLiOn, A grOwtH OF 10% OVer tHe PriOr 
YeAr. OtHer segMent resuLts COntriButing tO tHe rise in reVenue 
inCLuDeD MOH tenDer (rM126 MiLLiOn), institutiOns (rM58 MiLLiOn),  
nOn-APPL (rM19 MiLLiOn), B. BrAun (rM11 MiLLiOn), DistriButOrsHiPs 
(rM5 MiLLiOn) AnD internAtiOnAL – Brunei (rM4 MiLLiOn).

OPerAtiOns
reView
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the world’s availability 
of medication to every 
corner of the globe will 
be determined not by the 
efficiency of logistics, but by 
its effectiveness in delivering 
within time.
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APPL sales were built upon top line products such as Dtap-
iPV/HiB vaccine that was rolled out to the whole country on  
1 january 2010, following its successful introduction into 8 pilot 
states in 2009, and accounted for rM48 million of revenue. 

Our active participation in non-APPL MOH tender business in 
2010, particularly for patented drugs, was the driver leading the 
Logistics Division to achieve a higher revenue. 

space utilisation at the original warehouse at Bukit raja was 
improved by creating an additional level of racking that added 
300 plus pallets space. Furthermore at the new warehouse 
building another racking system was installed adjacent to the 
Automated storage retrieval system (Asrs) and Quarantine 
Area providing 1,600 plus pallets space. the combined 
additional storage space was necessary to be in compliance 
with MOH’s policy.

the throughput rate, defined as the total value of deliveries 
plus receipts divided by the total warehouse floor space, at 
the Bukit raja warehouse, increased 10% attributable to the 
higher revenue in 2010 that drove up the volume of stocks and 
deliveries to customers. All three of our warehousing branches 
at juru, Kota Kinabalu and, in particular, Kuching recorded 
better throughput rates in 2010.

BUkit raJa JUrU

thRouGhput Rates

/sq-ft in 2010
from rM1,065/sq-ft in 2009

/sq-ft in 2010
from rM1,150/sq-ft in 2009

rM1,170 rM1,580

LOgistiCs (cont’d)
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oUtlook

the availability of stocks with the right quality and quantity 
at the right warehouse locations at all times is critical in 
determining compliance with the stock levels prescribed in 
the new Concession Agreement with MOH. in relation to this 
requirement, all three branches will upgrade their cold room 
storage space and respective generator sets in order to meet 
the given standards for cold chain products.

the Malaysian government is very much committed to its 
principle of universal access to high-quality healthcare that MOH 
offers through wide variety of nationwide networks of clinics 
and hospitals. Our mission is to provide maximum support to 
medical practitioners in the public and private healthcare sectors 
in the country.

kota kinaBalU kUCHing

/sq-ft in 2010
from rM481/sq-ft in 2009

/sq-ft in 2010
from rM372/sq-ft in 2009

rM619 rM737
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MPi’s sales continue to be driven mainly through principals 
that are in the ethical segment, with these principals enjoying 
average market growth of between 12% to 15%, while the 
industry’s overall growth is approximately 12%. in the Over the 
Counter (OtC) and Medical Devices segments, two of MPi’s 
principals continue to be the market leaders in their respective 
fields, recording growth above the market average. As a whole, 
the indonesian market is seeing a strong surge in both the OtC 
and Medical Devices segments with average industry growth 
exceeding 20%.

Operationally, MPi has increased efficiency through tighter 
controls, better monitoring and by introducing a flatter 
organisational structure. As a result of these changes, MPi has 
reduced its headcount by 5%, trimmed operating expenditure 
by 7% and improved daily collection to iDr3 billion. renewed 
support and confidence from the banking community culminated 
in an established international bank extending banking facility to 
MPi. this was an important endorsement as it underlined an 
increased confidence in the leadership of MPi and recognition 
of the backing the subsidiary company enjoys from parent 
company Pharmaniaga Berhad.

oUtlook

Moving forward, MPi is evaluating the viability of opening 
additional premises throughout indonesia to strengthen the 
current network of 29 branches. this expansion plan will allow 
MPi to build a wider presence to further support the growth 
aspirations of its principals at a time when the rally in the 
indonesian economy is affording the public easier access to 
healthcare. MPi will also continue to source additional quality 
principals in order to increase our product offerings to our 
market network of 20,000 hospitals, pharmacies, drugstores and 
clinics in indonesia.

LOgIStICS
(INDONESIAN SubSIDIARY)

in inDOnesiA, Our PuBLiC ListeD suBsiDiArY, 
Pt MiLLenniuM PHArMACOn internAtiOnAL 
tBK (MPi) suFFereD A MAjOr setBACK tHis 
YeAr wHen its Biggest PrinCiPAL, Pt MerCK 
DeCiDeD tO CeAse using MPi’s serViCes in 
DistriButing its PrODuCts in inDOnesiA 
eFFeCtiVe 1 jAnuArY 2010. MerCK HAD 
ACCOunteD FOr 28% OF MPi’s AnnuAL 
reVenue. DesPite MerCK’s witHDrAwAL, 
MPi HAs suCCessFuLLY reDuCeD tHAt 
sHOrtFALL BY ADDing twO new PrinCiPALs 
As weLL As wOrKing CLOser witH existing 
PrinCiPALs tO inCreAse tHeir MArKet 
PresenCe. tHis exerCise HAs resuLteD in 
MPi suCCessFuLLY reDuCing tHe turnOVer 
DeFiCit FrOM 28% tO 15%.

LOgistiCs (cont’d)



75

FOCuseD On eFFiCienCY AnD eFFeCtiVeness, 
we wOrK tireLessLY tO get MOre 
BreAKtHrOugHs tO MOre PeOPLe, FAster.
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meDIcal pRoDucts  
& seRvIces
PHArMAniAgA’s MeDiCAL PrODuCts & serViCes DiVisiOn CArries Out tHe 
MeDiCAL AnD HOsPitAL PLAnning AnD eQuiPMent suPPLY Business. As 
gOVernMent sPenDing On HOsPitAL DeVeLOPMent PrOjeCts reACHeD A 
COnCLusiOn eArLY in tHe YeAr witH tHe enD OF tHe nintH MALAYsiA 
PLAn 2006-2010 (9MP),  tHere wAs A KnOCK-On eFFeCt On tHe DiVisiOn’s 
reVenue wHiCH DeCLineD tO rM6.53 MiLLiOn COMPAreD tO rM14.45 
MiLLiOn ACHieVeD in 2009.
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One
StOp

SOlutiOnS

cooRDInatIon

InstallatIon

DelIveRY

pRocuRement

technIcal
specs

BIll of 
QuantItY

DesIGn

plan

maIntenance

useR tRaInInG

Our One-stop solutions for 
the procurement of medical 
and non-medical equipment 
brings together the special 
needs, knowledge and 
sensitivities of all parties to 
deliver to customers’ technical 
requirements, within their 
budget and time-frame.
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Other non-9MP contracts were successfully implemented during 
the year. the Division completed the supply of medical and 
non-medical equipment for the Ar-ridzuan Medical Centre in 
ipoh, Perak. the university Malaya Medical Centre extended 
the rental contract of the ventilator deployed in their H1n1 
prevention programme. we also secured our first contract with 
the Ministry of Defence to supply rM4.02 million worth of 
medical equipment.

Our ongoing venture to expand the business has made us realise 
the importance of fortifying our core competencies. this year, 
emphasis was given to project management and procurement 
as competency in project management ensures that projects are 
completed within the specified time frame with no additional 
costs, while an effective procurement system contributes 
directly to margin improvement and the performance of  
the Division.

MeDiCAL  
PrODuCts & serViCes (cont’d)

oUtlook 

we remain optimistic for the future vitality of the business 
environment in which we are operating. the government’s 
planned spending in healthcare under the tenth Malaysia Plan 
(10MP) will continue to provide ample opportunities for our 
growth in Malaysia. Pharmaniaga’s other activities in overseas 
markets, such as Myanmar, indonesia and Vietnam, provide the 
Medical Product & services Division with the right platform to 
plan their entry into the international marketplace. 
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tHrOugH tHe COntinuAL inVestMent OF 
tHe Future, Our teCHnOLOgiCAL eDge is 
MOnitOring ALL stAges OF HeALtH.
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manufactuRInG
tHe MAnuFACturing DiVisiOn ACHieVeD reVenue OF rM138 MiLLiOn, 
wHiCH rePresenteD A 31.4% inCreAse OVer rM105 MiLLiOn reCOrDeD 
in 2009. tHe COMPAnY ALsO sAw grOwtH in its PrOFit BeFOre tAxAtiOn 
wHiCH inCreAseD BY 21.0% tO rM23 MiLLiOn FrOM rM19 MiLLiOn in tHe 
PriOr YeAr.



ideally, we want everyone, 
everywhere to have access 
to reliable, affordable 
healthcare, and to trust in 
the quality and safety of 
their medication.
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MAnuFACturing (cont’d)

the Division continued its drive towards operational excellence 
through efficient plant utilisation, a campaign to reduce wastage 
and cost saving initiatives. in March 2010, the manufacturing 
licence of the plant was revoked following a routine audit by 
MOH. immediate attention was focused on addressing the issues 
raised by the audit to ensure compliance with standards and the 
licence was reinstated on 15 March 2010.

the lesson learned from this experience has resulted in a 
heightened awareness and renewed zeal to be vigilant in the 
pursuit of management and organisational excellence with 
the aim of achieving quality in every sense of the word. to 
drive these objectives forward, we embarked on a variety of 

initiatives, including increasing awareness of good Manufacturing 
Practice (gMP), through effective communications, enhancing 
the effectiveness of our training programmes, and conducting 
technical and personal development programmes.

Due in part to the quality initiatives undertaken, we successfully 
underwent a triple re-certification audit by siriM in november 
2010, passing with flying colours in all three of our Quality 
Management systems, isO 9001, isO 14001 and isO 18001 
which are the systems for Quality, the environment and Health 
& safety respectively. the re-certification audit is conducted every 
three years to ascertain compliance to isO standards.

oUtlook

the Manufacturing Division will continue to focus on initiatives 
to reduce costs and maximise resource utilisation, as well 
as enhancing efficiency. the continuous improvement of key 
operations will be undertaken by a number of programmes, 
including: enhancing production efficiency through effective 
management and scheduled maintenance and timely refurbishment 
of equipment; upgrading procurement by improving systems; 
effective manpower utilisation through proper planning of 
production lines; and quality management reviews to reduce 
production process cycle times.
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witH tHe rigHt APPrOACH in COHesiVeness, 
we HAVe tHe ingreDients tO ACCeLerAte 
tHe MArCH OF MeDiCAL ADVAnCes.
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lIfescIence
LiFesCienCe DiVisiOn HAs OPeneD its new PuCHOng FACtOrY PHArMAniAgA 
LiFesCienCe (PLs), A wOrLD CLAss FACiLitY FOr tHe PrODuCtiOn OF 
injeCtABLe MeDiCines. As A COntrACt MAnuFACturer, tHe FACtOrY wiLL 
PrODuCe MeDiCines FOr MALAYsiA AnD intenDs tO exPOrt HigH QuALitY 
PHArMACeutiCALs tO eurOPe AnD AMeriCA. Current CAPABiLities 
inCLuDe tHe MAnuFACture OF AMPOuLes AnD ViALs witH A CAPACitY 
OF MOre tHAn 35 MiLLiOn units Per YeAr. in Line witH tHe COMPAnY’s 
OPerAting PLAns, Future exPAnsiOn wiLL inCLuDe MAjOr inVestMents 
in new teCHnOLOgY tO ACHieVe its strAtegiC PLAn OF BeCOMing tHe 
LeADing PHArMACeutiCAL injeCtABLes MAnuFACturer in tHe regiOn.
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Malaysia’s number one 
integrated pharmaceutical 
Company announces the 
opening of its world class 
facility for the production of 
injectable medicines.
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everything is in place for the start of commercial production in 
january 2011 and the facility has been approved by the MOH. 
the national Pharmaceutical Control Bureau has inspected the 
factory and confirmed that the operation is in compliance with the 
requirements of good Manufacturing Practice (“gMP”), meeting 
the exacting international standards for the manufacturing of 
pharmaceuticals. this milestone achievement now allows the 
Company to move quickly towards commercialisation by providing 
products for Malaysia and to attract contracts from international 
Multi-national Pharmaceutical and Biotech Companies.

the team at Pharmaniaga Lifescience have worked hard over 
the last 20 months and are proud of achieving a facility that 
has some of the best technology and quality systems in the 
world to supply Malaysian hospitals with product of the highest 
quality. A high performance team has been trained to market 

LiFesCienCe (cont’d)

pharmaceutical products that the world will look up to for 
quality and customer service. Making medicine, particularly 
injectable products, carries with it a huge responsibility for 
quality and presents a great technical and managerial challenge. 
this is one of the most highly regulated industries in the world 
and we intend to establish a reputation ranked among the best 
for quality and service.

oUtlook

we are now ready to establish an international presence and 
reputation as a pharmaceutical manufacturer. with production 
started and the gMP licensing of the facility resolved, business 
development efforts are now the major focus, and these are 
progressing well. 
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PHArMAniAgA LiFesCienCe is POiseD tO 
BeCOMe tHe COntrACt MAnuFACturer  
OF CHOiCe, DeLiVering greAter VALue  
tO its CustOMers.



commeRcIal
tHe MALAYsiAn PHArMACeutiCAL 
MArKet grew BY 6.8% in 2010 
tO rM3.98 BiLL iOn, AnD tHe 
COMMerCiAL DiVisiOn, Owing tO 
its strAtegiC PrODuCt POsitiOning, 
reCOrDeD A signiF iCAnt 9% 
grOwtH in sALes in tHe DOMestiC  
nOn COnCessiOn MArKet.
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