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Chairman’s Statement (Contd)
For the year ended 31 December 2005

Company Review

Corporate Structure:

Sequel to the unsatisfactory performance of the
new subsidiary companies, in 2004 and 2005,
the Board decided to consolidate the company
into a two-company group, by retaining only
Cipla-Evans (Nigena) Limited, a Joint Venture
with Cipla Limited, India.

So, by 3l1st December 2005, Ewvans
Nutraceutical Ventures Limited and Evans
Healthcare Limited became redundant.

Operating Results

Sales Revenue and Profit

During the year under review, the group made a
turnover of 22.52 billion compared to #2.37
billion made in 2004 financial year,representing
a growth of 6%. The Ethical drugs, OTCs and
GlucoseD business lines contributed to this
modest growth.

Group profit before taxation was2¢94.7 million
as against a loss of 2¢58.3 million recorded in
2004 financial year, representing an improve-
ment in profitability of 263%.

The Company profit before tax was#<28.8 mil-
lion due to the absorption of 2¥96.3 million
losses incurred by Evans Healthcare Ltd and
Evans Nutraceutical Ventures Ltd, as against
2492.2 million recorded in year 2004.

Dividend

1 am pleased to inform you that in line with vour
company resolve to pursue a strategy of sus-
tainable increase in shareholdrs® value, and to
reward your confidence and investment, the di-
rectors are recommending for your approval, a
dividend of 12.5 Kobo on every 50kobo ordi-
nary share.

Human Resource Development

I wish to specially recognize the hard work,
dedication and commitment of the management
and staff, to the company’s vision and goals,
which continued to drive and position the com-
pany as a leader in the pharmaceutical industry.
In spite of the difficult operating conditions, they
have reversed year 2004 loss position of the
company to a profit making organization and
promised to sustain the trend by delivering qual-
ity products with better results. The company
continued to invest in capacity enhancement
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through internal and external training and skill
acquisition programs. [ urge all employees to
remain loyal and committed, while the company
will continue to see to their welfare.

Moving towards the future

We remain focused on achieving growth, prof-
itability and industry leadership. We believe the
future looks prospectively promising for yvour
company, in line with the company’s business
development strategies supported by various
development-oriented reforms of the Govern-
ment. Though, there are going to be more chal-
lenges, but with your support and confidence,
we are prepared to face them, and achieve our
goals with winning strategies.

Cipla Evans Nigeria Limited

The Comapny remained very strong and is
among the leaders 1n the marketing and distri-
bution of ARV’s drugs and antibiotics in
Nigeria. The new factory at Agbara for the local
production of ARV’s drugs will be commis-
sioned before the end of the third quarter of
this year as staed in my last yvear report.

Conclusion

On behalf of the Board and Management, I wish
to express our profound appreciation to our cus-
tomers, contractors and consultants, and gov-
ernment agencies, for their remarkable support
and understanding, which have contributed im-
mensely to our corporate success.

I wish to thank the Audit Committee members
for their dedication to statutory duties and use-
ful suggestions in the course of our delibera-
tions.

On our part, we shall remain focused and com-
mitted to achieving the corporate goals of our
highly respected enterprise. I thank you for your
attention and wish you a smooth and safe jour-
ney back to your various destinations.

Thank you.

W@Cﬂn—
Chief S.A Edn

Chairman

5th April, 2006
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Directors’ Report (Contd)
For the year ended 31 December 2005

DIRECTORS INTERESTS IN CONTRACTS

None of the directors has notified the company for the purpose of section 277 of the Companies and
Allied Matters Act 1990 of their direct or indirect interest in contracts or proposed contracts with

the company during the year.

RECORD OF DIRECTORS* ATTENDANCE

In accordance with section 258 (2) of the Companies and Allied Matters Act 1990, the Record of
Directors’ attendance at Board meetings during the financial year under review is available for

inspection at the Annual General Meeting.

SHARFHOLDING

According to the register of members at 4 April 2006, the spread of shareholding in the company

was as follows:

Number of holding Number of Number of Percentage
shareholders shares held
' Local shareholders

1 -3500 1,090 280 741 0.06%
501 - 1,000 834 582,412 0.13%
1,001 - 5,000 6.521 13,465,060 3.04%
5.001 - 50,000 2,923 40,459 408 9.15%
50,001 - 100,000 301 20,327 616 4.6%
100,001 - 500,000 260 48,851,060 11.05%
500,001 - 1,000,000 3 24 409,194 5.52%
1,000,000 - 10,000,000 30 72,619.012 16.42%
Over 10,000,001 3 97.285. 986 22.00%

12,001 31-8._289,489 71.97
Foreign shareholders 1 123,958,511 28.03

12,002 442,248,000 100%

According to the register of members at April 4, 2006, the following shareholders of the company

held more than 5% of the issued share capital of the company:

Shareholder Number of

shares
Devpharm Limited 123,958,511
Nigena Social Insurance Trust Fund 37,549,800
Leoandoe Investments Limited 33,074,786
Tuoyo Holdings Limited 26,666,400

Percentage

held

28.03%
8.49%
7.48%
6.03%
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Directors’ Report (Contd)
For the year ended 31 December 2005

EMPLOYEE TRAINING AND INVOLVEMENT

The company has a joint Consultative Committee made of staff representatives and management
where business issues and staff welfare are discussed. The executive directors maintain regular
communication and consultation with the employees, the union leaders and staff representatives on
matters affecting employees and the company. There is great emphasis on staff development and
training through carefully planned training courses and seminars to update the special skills and job
requirements of the staff throughout the company.

KEY DISTRIBUTORS

The following were the company’s key distributors at the year end.

AREA
Moddy Drugs (former Pazome Drug Co. Ltd) Lagos
Donason Commercial Enterprises Aba
B. N. Igwe Int. Co. Ltd. Aba
Bicon Pharmacy Lagos
Mazaf Honest Concept Limited Kano
Rilwan Enfeni Trading Co. Lagos
Yinkawa Enterprises Ltd Ibadan
J. Adebiyi & Sons Nig. Lid Suleja
C. C. Uzoemena Nig. Lid. Jos
Samakwe Supermarket Agbor
Madaci Pharm Chemist Co. Ltd Kano
I. A. Adejumo & Sons Nig. Jos
Tony Pharmacy & Gen. Ent. Kano
F.N.O Drugs Co. Ltd. Lagos
Ogbuagu Pharm. Co. Ltd Onitsha
Ogbunga Pharm Ltd Aba
Super Enterprises Nig. Ltd. Enugu
S. M. Olaosebikan Lagos
Kike Pharm company Ltd. llesha
M. C. Totacare Pharm Company Ltd. Lagos
Intermight Nig. Ltd Jos
Nwafor Pharm Onitsha
Onochie Pharm Ltd Aba
Buchac Ventures Onitsha
Leben Pharmaceutical Co. Lid. Aba
Feccox Pharmacy & General Enter. Ltd. Kano
Novarnet Pharmaceutical Lid Onitsha
Adol Pharmacy Ltd Lagos
Charity Nwaizu Comm. Store Nig. Ltd. Lagos
Sood & Jins Company Ltd. Lagos
Santus Pharmey & Store Lagos
Blossom Pharmacy and Stores Ltd. Lagos
Rhokyn Pharmacy Warri
Ken-Emeka Pharmacy Ltd Enugu
Anchorwin Nigeria Ltd. Markurdi



Statement of Directors’ Responsibilities
For the year ended 31 December 2005

The Companies and Allied Matters Act 1990 requires the directors to prepare financial statements
for each financial year that give a true and fair view of the state of financial affairs of the group and
the company at the end of the year and of their profit or loss. The responsibilities include ensuring
that the company:

(a)  keeps proper accounting records that disclose, with reasonable accuracy, the financial posi-
tion of the company and comply with the requirements of the Companies and Allied Matters
Act 1990;

(b)  establishes adequate internal controls to safeguard its assets and to prevent and detect fraud
and other regularities; and

(c)  prepares its financial statements using suitable accounting policies supported by reasonable
and prudent judgements and estimnates, and are consistently applied.

The directors accept responsibility for the annual financial statements, which have been prepared
using appropriate accounting policies supported by reasonable and prudent judgements and esti-
mates, in conformity with Nigerian Accounting Standards and the requirements of the Companies
and Allied Matters Act 1990.

The directors are of the opinion that the financial statements give a true and fair view of the state of
the financial affairs and profit and loss of the group and company. The directors further accept
responsibility for the maintenance of accounting records that may be relied upon in the preparation
of financial statements, as well as adequate systems of internal financial control.

Nothing has come to the attention of the directors to indicate that the group will not remain a going
concern for at least twelve months from the date of this statement.

Chief 5. A. Edu Dr. Kiran Virat
Chairman Group Managing Director
5th April, 2006
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Report of the Audit Committee
For the year ended 31 December 2005

In accordance with the provisions of Section 359(6) of the Companies and Allied Matters Act 1990,
we, the members of the audit committee of EVANS MEDICAL PLC, having carried out our
statutory functions under the Act, hereby report that:

(a) the accounting and reporting policies of the company are in accordance with legal
requirements and agreed ethical practices;

(b) the scope and planning of both external and internal audit programmes for the vear ended
31st December, 2003, are satisfactory and reinforce the company’s internal control system;

(c)  having reviewed the external auditors findings and recommendations on management
matters we are satisfied with management responses thereon.

Finally, we acknowledge the cooperation of management in the conduct of these duties.

Chief T.A. Adesi};ﬂn
Chairman - Audit Committee
Lagos, Nigeria

Dated: 6th April, 2006. ’

Members of the Audit Committee

Chief T.A. Adesiyan Chairman
Dr. Kiran Virat

Pastor M.I. Obodo

Omooba A.A. Mosuro

Mr. V.O. Eburajolo

Mr. O. Olaopa
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Profit and Loss Account

Turnover
Cost of sales

Gross profit

Other operating income
Marketing and distribution costs
Administrative expenses

Other expenses -

Operating profit

Disposal of product brand
Finance (costs)/income

Profit/(loss) before income tax

Income tax expense

Profit/(loss) for the year

Earnings per share
Earnings per share (Naira)

Dividends:
Proposed dividend for the year

Dividends per share (WNaira)

Financial Statements
For the year ended 31 December 2{][!_5

Group Company
Notes 2005 2004 2005 2004
2’000 2000 22000 2000
1 2,529,500 2,368,375 1,068,624 1,009,091
(1,477,566) (1,466,929) (536,279)  (529,247)
1,051,934 901,446 532,345 479,844
5,896 14,965 5,001 14,965
(279,943) (444,959) (106,118)  (136,674)
(582,564) (450,902) (335,966) (264,014)
(7,082) (4,650) (7,082) (4,650)
2 188,241 15,900 88,180 89,471
16 50,000 . : i
4 (143,520) (74,165)  (59,331) 2,770
94,721 (58,265) 28,849 - 92,241
5 (15,547) (45,589)  (14,626) (45,589)
79,174 (103,854) 14,223 46,652
6 0.18 (0.23) 0.03 0.11
7 55,281 - 55,281 -
0.125 - 0.125 -

[
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Financial Statements
For the year ended 31 December 2005

Statement of Accounting Policies

The principal accounting policies adopted in the preparation of these financial statements are
set out below. These policies have been consistently applied to all years presented, unless
otherwise stated.

(a) Basis of preparation

The financial statements are prepared in complhance with Nigerian Statements of Account-
ing Standards (SAS). The financial statements are presented in the functional currency,
Nigeria Naira (24), rounded to the nearest thousand, and prepared under the historical cost
convention as modified by the revaluation of certain property, plant and equipment.

The preparation of financial statements in conformity with generally accepted accounting prin-
ciples requires the use of estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and habilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Although these estimates are based on the directors’ best knowledge of current events and
actions, actual results ultimately may differ from those estimates.

(b) Consolidation

Subsidiary undertakmgs, which are those companies m which the company, directly or indi
rectly, has an interest of more than one half of the voting rights or otherwise has power to
exercise control over the operations, have been consolidated. Subsidiaries are consohdated
from the date on which effective control is transferred to the company and are no longer
consolidated from the date of disposal.

All mter-company transactions, balances and unrealised surpluses and deficits on transactions
between group compames have been eliminated. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred

(c) Revenue recognition

Sales of goods are recognised in the period in which the company delivers products to the
customer, the customer has accepted the products and collectability of the related receivables
1s reasonably assured.

Revenue represents the fair value of the consideration receivable for sales of goods, and is
stated net of value-added tax (VAT), rebates and discounts.

Interest mcome is recognised on a ime proportion basis using the effective interest method.

(d) Translation of foreign currencies

Transactions in foreign currencies during the year are converted into the functional currency,
Nigeria Naira, using the exchange rates prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and liabilities denominated in for-
eign currencics are recognised in the profit and loss account.

(e) Property, plant and equipment

All categories of property, plant and equipment are imitially recorded at cost. Land and
buildings are subsequently shown at fair value, based on perniodic, valuations by external
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Financial Statements
For the year ended 31 December 2005

Statement of Accounting Policies (continued)
independent valuers, less subsequent depreciation. All other property, plant and equipment
are stated at historical cost less depreciation. Historical cost includes expenditure that is di-
rectly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the profit and loss account duning the financial period in which
they are incurred.

Increases in the camrying amount arising on revaluation are credited to a revaluation surplus
reserve in equity. Decreases that offset previous increases of the same asset are charged against
the revaluation surplus; all other decreases are charged to the profit and loss account.

Depreciation on other assets is calculated using the straight line method to write down their
cost or revalued amounts to their residual values over their estimated useful lives, as follows:

Leasehold land and buildings - period of the lease
Plant and equipment - 10 years
Motor vehicles -3 -4 years

Property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss
1s recognised for the amount by which the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and
value in use.

Gains and losses on disposal of property, plant and equipment are determined by reference to
their carrying amounts and are taken into account in determining operating profit.

(f) Accounting for leases

Leases of property, plant and equipment where the Group assumes substantially all the risks
and rewards of ownership are classified as finance leases. Assets acquired under finance leases
are capitalised at the inception of the lease at the lower of their fair value and the estimated
present value of the underlying lease payments. Each lease payment is allocated between the
liability and finance charges so as to achieve a constant rate on the finance balance outstand-
ing. The corresponding rental obligations, net of finance charges, are included in non-current
liabihities. The interest element of the finance charge is charged to the profit and loss account
over the lease period. Property, plant and equipment acquired under finance leases are depre-
ciated over the estimated useful life of the asset.

Leases in which a significant portion of the risks and rewards of ownership are retained by the
lessor are classified as operating leases. Payments made under operating leases are charged to
the profit and loss account on a straight-line basis over the lease period.

(2) Inventories

Inventones are stated at the lower of cost and net realisable valuc. Cost is determined by the
first-in, first-out (FIFO) method. The cost of finished goods and work in progress comprises
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