PELIKAN INTERNATIONAL CORPORATION BERHAD (63611-U) (FORMERLY KNOWN AS DIPERDANA HOLDINGS BERHAD) 

Financial Period Ended 30 September 2005


1. Basis of Preparation





The quarterly interim financial report is unaudited and has been prepared in accordance with MASB 26 “Interim Financial Reporting” and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad and should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2004. 

The accounting policies and presentation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended ended 31 December 2004 except for the adoption of new applicable approved accounting standards pursuant to the acquisitions of Pelikan Holding AG and Pelikan Japan KK (collectively “the Acquisitions of Pelikan”) as set out below:


(a)
Goodwill


The Directors adopt the accounting policy to capitalise goodwill as an asset and amortise over its estimated useful life on a straight line basis. 


(b)
Concessions and trademarks


Trademarks acquired is capitalised and the carrying amount is reviewed annually and written down for impairment when deemed appropriate.

(c)
Borrowings - classification

The adoption of a new accounting policy to comply with MASB 24 - Financial Instruments: Disclosure and Presentation (“MASB 24”) in respect of the compound financial instruments issued as part of the Acquisitions of Pelikan.

The presentation and disclosures of MASB 24 have been adopted in respect of the equity and liability components of financial instruments that contain both a liability and equity elements (“compound instruments”).  Upon the issuance of a compound instrument, the fair value of the liability portion is determined using a market interest rate for an equivalent financial instrument; this amount is carried as a liability on the amortised cost basis until extinguished on conversion or maturity of the instrument.  The remainder of the proceeds is allocated to the conversion option which is recognised and included in shareholders’ equity; the value of the conversion option is not changed in subsequent periods.

2.
Report of the Auditors to the Members

The report of the auditors on the annual financial report for the financial year ended 31 December 2004 was not subject to any qualification and did not include any adverse comments made under subsection (3) of Section 174 of the Companies Act, 1965.

3.
Seasonality or Cyclicality of Interim Operations

The Group’s core business are generally affected by the “back to school” season in Europe which normally record higher sales in mid year.

4.
Exceptional Items Affecting Assets, Liabilities, Equity, Net Income or Cash flows


There were no exceptional items affecting assets, liabilities, equity, net income or cash flows for the current quarter ended 30 September 2005.

5.
Extraordinary Items Affecting Assets, Liabilities, Equity, Net Income or Cash flows


There were no extraordinary items affecting assets, liabilities, equity, net income or cash flows for the current quarter ended 30 September 2005.

6. Material Effect of Changes in Estimates of Amounts Reported in the Prior Interim Periods of the Current Financial Year or Prior Financial Years

There were no material changes in estimates of amounts reported in prior interim periods 
or prior financial years.

7. 
Segment Information

	
	
	
	 Office General 
	
	 Writing Instruments 
	
	 Hobby /Art / Craft 
	
	 Hardcopy 
	
	 Others 
	
	 Discontinued operation 
	 Group 

	
	
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	
	 RM'000 
	 RM'000 

	 3 months ended 30 September  2005 
	
	
	
	
	
	
	
	
	
	
	
	

	 External revenue 
	31,265
	
	     50,556
	
	       49,248
	
	       3,490
	
	       10,755
	
	            -
	      145,314

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Segment result 
	3,529
	
	6,977
	
	         6,543
	
	          279
	
	            704
	
	
	        18,032

	 Unallocated income (net of cost) 
	
	
	
	
	
	
	
	
	
	
	
	          7,875

	 Profit from operations 
	
	
	
	
	
	
	
	
	
	
	
	        25,907

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 9 months ended 30 September 2005 
	
	
	
	
	
	
	
	
	
	
	
	

	 External revenue 
	      67,522
	
	126,265
	
	120,367
	
	  8,314
	
	       24,351
	
	        24,970
	      371,789

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Segment result 
	      10,914
	
	      24,857
	
	       18,895
	
	          659
	
	         1,844
	
	            (455)
	        56,714

	 Unallocated income (net of cost) 
	
	
	
	
	
	
	
	
	
	
	
	          4,215

	 Profit from operations 
	
	
	
	
	
	
	
	
	
	
	
	        60,929


Discontinued operation referred to the logistics business which was disposed to Konsortium Logistik Berhad in connection to the corporate exercises completed in April 2005.

8.       Analysis of results

	
	
	
	
	
	
	
	
	
	Revenue
	
	 Profit from ordinary activities before tax 
	
	 Net profit for the period 

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	3 months ended 30 September  2005
	
	
	
	
	
	
	
	
	
	

	
	Continuing operations : new acquisition
	
	
	
	       145,314
	
	         27,830
	
	           22,967

	
	Discontinuing operation
	
	
	
	
	
	
	                   -
	
	                   -
	
	                     -

	
	
	
	
	
	
	
	
	
	       145,314
	
	         27,830
	
	           22,967

	
	9 months ended 30 September 2005
	
	
	
	
	
	
	
	
	
	

	
	Continuing operations : new acquisition
	
	
	
	       346,819
	
	         62,134
	
	           53,144

	
	Discontinuing operation
	
	
	
	
	
	
	         24,970
	
	         (1,278)
	
	              (463)

	
	
	
	
	
	
	
	
	
	       371,789
	
	         60,856
	
	           52,681


On 8 April 2005, the Company completed its corporate exercise by disposing its entire logistics business undertaking to Konsortium Logistik Berhad (“KLB”) and the Acquisitions of Pelikan. 

9.
Debt and Equity Securities

Upon conversion of Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) and Redeemable Convertible Unsecured Loan Stocks (“RCULS”), 13,368,630 new ordinary shares of RM1.00 each were issued on the following dates:

Date

        Number of shares
09.09.2005

13,333,332

28.09.2005

       35,298

Other than the above, there were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities during the current quarter ended 30 September 2005.

10.
Changes in the Composition of the Group
There were no material changes in the composition of the Group in the current quarter ended 30 September 2005.

11.
Marketable securities

Investments as at 30 September 2005:

RM’000


Cost
   2,454


Carrying value/book value
   2,454


Market value
   2,673

There were no purchase or disposal of quoted securities during the current quarter ended 30 September 2005.

12.       Valuation of Property, Plant and Equipment

The freehold land and buildings of Pelikan Holding AG group have been adjusted to their fair values at the date of acquisition in line with MASB 21 Business Combination.
13.
Unquoted investment and/or properties

There was no sale or purchase of unquoted investments or properties during the current quarter ended 30 September 2005.
14.
Taxation

	
	
	
	
	
	
	 3 months ended 
	
	 9 months ended 

	
	
	
	
	
	
	30/09/05
	
	30/09/04
	
	30/09/05
	
	30/09/04

	
	
	
	
	
	
	RM'000
	
	RM'000
	
	RM'000
	
	RM'000

	
	In respect of current period
	
	
	
	
	
	
	
	
	

	
	- income tax
	
	
	
	          (2,543)
	
	             -   
	
	       (5,801)
	
	              -   

	
	- deferred tax
	
	
	
	            1,902 
	
	         (395)
	
	        7,801
	
	          (961)

	
	
	
	
	
	             (641)
	
	         (395)
	
	        2,000 
	
	          (961)

	
	- associates
	
	
	
	          (1,321)
	
	             -
	
	      (1,622)
	
	              -

	
	
	
	
	
	
	          (1,962)
	
	         (395)
	
	           378 
	
	          (961)



The Group’s effective tax rate is lower than the statutory income tax rate in Malaysia mainly due to differing tax rates in different countries and utilisation of prior year losses.  

15. 
Earnings per share

a) Basic earnings per share

	
	
	
	
	
	
	
	 3 months ended 
	
	 9 months ended 

	
	
	
	
	
	
	
	30/09/05
	
	30/09/04
	
	30/09/05
	
	30/09/04

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Net profit for the period
	
	
	(RM'000)
	
	         22,967
	
	          (2,494)
	
	         52,681
	
	         (4,016)

	
	Weighted average number 
	
	
	
	
	
	
	
	
	
	

	
	
	of ordinary shares in issue 
	
	('000)
	
	       147,819
	
	          35,000
	
	       112,232
	
	         35,000

	
	Basic earnings per share 
	
	
	(sen)
	
	           15.54
	
	            (7.12)
	
	           46.94
	
	          (11.47)


b) Diluted earnings per share

	
	
	
	
	
	
	
	 3 months ended 
	
	 9 months ended 

	
	
	
	
	
	
	
	30/09/05
	
	30/09/04
	
	30/09/05
	
	30/09/04

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Net profit for the period
	
	
	   (RM'000)
	
	          22,967
	
	            -   
	
	          52,681
	
	             -   

	
	Elimination of interest expense on 
	
	
	
	
	
	
	
	
	
	

	
	*
	ICULS, net of tax effect
	
	   (RM'000)
	
	               108
	
	            -   
	
	               215
	
	             -   

	
	Elimination of interest expense on 
	
	
	
	
	
	
	
	
	
	

	
	*
	RCULS, net of tax effect
	
	(RM'000)
	
	            1,085
	
	            -   
	
	            2,170
	
	             -   

	
	Net profit for the period
	
	
	(RM'000)
	
	          24,160
	
	            -   
	
	          55,066
	
	             -   

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Weighted average number 
	
	('000)
	
	147,819
	
	            -   
	
	        112,232
	
	             -   

	
	
	of ordinary shares in issue 
	
	
	
	
	
	
	
	
	
	

	
	Adjustment for ICULS
	
	
	('000)
	
	           52,583
	
	            -   
	
	          35,055
	
	             -   

	
	Adjustment for RCULS
	
	
	('000)
	
	           76,649
	
	            -   
	
	          51,099
	
	             -   

	
	
	
	
	
	
	
	         277,051
	
	            -   
	
	        198,386
	
	             -   

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Diluted earnings per share 
	
	(sen)
	
	               8.72
	
	            -   
	
	            27.76
	
	             -   


16.       Bank borrowings

Details of the Group’s short term bank borrowings as at 30 September 2005 are as follows:

	
	
	
	
	
	
	
	FC'000
	
	RM'000

	
	Unsecured
	
	
	
	
	
	
	

	
	
	Foreign currency (EUR)
	
	
	
	         3,007
	
	       13,667 

	
	
	
	
	
	
	
	
	
	       

	
	Secured
	
	
	
	
	
	
	

	
	
	Foreign currency (EUR)
	
	
	
	         4,322 
	
	       19,643

	
	
	
	
	
	
	
	
	
	       33,310 


17.
Contingent Liabilities

a) A claim has been made against the Company in the Industrial Court for wrongful dismissal. The Company is disputing any liability as the claimants are not the right party to the said claim.  As such, a quantum for contingent liability cannot be reasonably ascertained. The hearing at the Industrial Court will be held from 8 to 9 February 2006.

In relation to the contingent liability of the Company as disclosed above in respect of the disposed logistics business to KLB, pursuant to the Sale of Business Agreement dated 16 November 2001, KLB has agreed to assume and undertakes to be responsible for any and all liability pursuant to any claims, litigation, arbitration, prosecution or mediation or other legal proceedings against or involving the Company and relating to the business undertaking of the Company being disposed of to KLB, whether made or commenced prior to or on the Completion Date.
b) In the ordinary course of business the Group has given guarantee of a maximum amount of RM3.9 million to a bank for loan facility granted to an associated company.

18. Post employment benefit obligation

	
	
	
	
	
	
	
	RM'000

	
	Payable within 12 months
	
	
	
	
	              9,499

	
	Payable after 12 months
	
	
	
	
	          266,360 

	
	
	
	
	
	
	
	          275,859


	
	
	
	
	
	
	
	RM'000

	
	Removable Pension Liabilities:
	
	
	

	
	Liabilities assumed by Pension Trust Fund
	
	
	         186,983

	
	Liabilities assumed by the Company
	
	
	
	           65,087

	
	
	
	
	
	
	
	         252,070

	
	Other Pension liabilities of the Group
	
	
	
	           23,789

	
	
	
	
	
	
	
	         275,859


Pursuant to the Acquisitions of Pelikan, part of the pension liabilities of the Group (“Removable Pension Liabilities”) is assumed by a Pension Trust Fund created for this purpose, whilst the Company is assuming the balance of the said Removable Pension Liabilities fixed in Ringgit Malaysia as at the completion date of the Acquisitions of Pelikan. If the assets in the Pension Trust Fund is capable of paying the entire Removable Pension Liabilities, the Removable Pension Liabilities assumed by the company will be relinquished.

As at 30 September 2005, the value of the Pension Trust Fund was RM286.513 million as compared to the liabilities assumed by the Pension Trust Fund of RM186.983 million and the liabilities assumed by the company of RM65.087 million.

19.
Capital commitments

Capital commitments not provided for in the financial statements as at 30 September 2005 is as follows:










RM’000

Authorised by the Directors and contracted:



  

Property, plant and equipment





  2,290

20.
Events Subsequent to Balance Sheet Date


There were no material events subsequent to the balance sheet date that have not been reported in the financial statements for the interim period.

21.
Off Balance Sheet Financial Instruments
Other than the operating lease as disclosed below, the Group did not enter into any contracts involving off balance sheet financial instruments during the financial period to-date.


	
	
	
	
	
	
	
	Future minimum lease payments

	
	
	
	
	
	
	
	RM'000

	
	Not later than 1 year
	
	
	
	
	                    6,940 

	
	Later than 1 year and not later than 5 years
	
	
	                  32,590 

	
	
	
	
	
	
	
	                  39,530 


22.
Material Litigation

A claim has been made against the Company in the Industrial Court for wrongful dismissal. The Company is disputing any liability as the claimants are not the right party to the said claim.  As such, a quantum for contingent liability cannot be reasonably ascertained. The hearing at the Industrial Court will be held from 8 to 9 February 2006.
In relation to the material litigation of the Company as disclosed above in respect of the disposed logistics business to KLB, pursuant to the Sale of Business Agreement dated 16 November 2001, KLB has agreed to assume and undertakes to be responsible for any and all liability pursuant to any claims, litigation, arbitration, prosecution or mediation or other legal proceedings against or involving the Company and relating to the business undertaking of the Company being disposed of to KLB, whether made or commenced prior to or on the Completion Date. 

A tax claim has been filed by a subsidiary in Mexico to the Tax Courts against the Mexican tax authorities for the deductibility of a total amount of RM11.5 million for income tax purposes in relation to inventories held as at 31 December 1986 to 1988.

23.
Status of corporate proposals announced

On 7 September 2005, the Company completed the placement/ offer for sale by Pelikan Holdings Sdn Bhd (“PHSB”) of the rights to allotment of RM100,000 nominal value of ICULS and RM100,000 nominal value of RCULS at 100% of the nominal value, to persons nominated by PHSB, to meet the minimum spread requirements for the listing of the ICULS and RCULS on Bursa Malaysia Securities Berhad. The ICULS and RCULS are now listed on Bursa Malaysia Securities Berhad as PELIKAN-LA (5231LA) and PELIKAN-LB (5231LB) respectively.

The following proposal has yet to be completed:

Proposed Private Placement of up to 22,000,000 ordinary shares of RM1.00 each in the Company by PHSB, preferably to bumiputera investors who are not existing or proposed directors or substantial shareholders of the Company or persons connected with them, at a placement price of RM1.50 per shares (“Proposed Private Placement). 

The Securities Commission (“SC”) has granted an extension of time up to 30 November 2005 to enable the Company to complete the implementation of the abovementioned proposal. The Company, has recently submitted an application to the SC for extension of an additional nine (9) months from the current deadline of 30 November 2005 to 31 August 2006 to implement the Proposed Private Placement.

24.
Review of Performance

The Group continued to perform well in this quarter and achieved cumulative turnover of RM371.8 million and profit after tax of RM52.7 million for the 9 months ended 30 September 2005. This nine months result included the first quarter result from the logistics business disposed to KLB. The third quarter result was lower than the second quarter mainly due to the end of the “back to school” season in Europe and Latin America where sales from the school segment reduced. However, the third quarter result is in line with the Group’s expectation and estimates. In view of the continuous good results and healthy cash flow for the past 2 quarters, the Group is declaring a second gross interim dividend of 4.5 sen less tax. Barring any unforeseen circumstances, the Group is planning for another dividend payment for the financial year ending 31 December 2005.

The Group has started to strategise efforts in promoting Pelikan brandname worldwide particularly in Asia. Advertising and promotional activities are currently being planned which will be rolled out soon. Meanwhile, product development and cost cutting measures continue to be the Group’s endeavour.

25.
Prospects

The Group expects lower result in the last quarter of this year as the new school term began. Although sales from gift business is expected to increase in view of the upcoming festives season, but it is expected to be relatively lower in volume as compared to the reduction in the other segments.

The Group has initiated plans for market expansion particularly in Asia and the Middle East. The Group is confident to see further increases in sales in year 2006.
26.
Dividend

	
	
	
	Estimated 

	
	 Gross  
	
	 amount of  

	
	 dividend 
	
	 dividend net 

	
	 per share 
	
	 of 28% tax 

	
	 Sen 
	
	 RM'000 

	
	
	
	

	First interim dividend declared on 5 August 2005, paid on               30 September 2005
	                7.5 
	
	            8,462 

	
	
	
	

	Second interim dividend declared on 14 November 2005, payable on 3 January 2006
	                4.5 
	
	            5,078 

	
	
	
	

	
	              12.0 
	
	          13,540 


The second interim dividend will be paid on 3 January 2006 to shareholders whose names appear in the Records of Depositors at the close of business on 9 December 2005. A Depositor shall qualify for entitlement to dividend only in respect of:

a) Shares transferred into the Depositor’s securities Account before 4.00pm on 9 December 2005 in respect of transfers;

b) Shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis according to the rules of the Bursa Malaysia Securities Berhad.
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