PADINI HOLDINGS BERHAD (Company No.: 50202-A)
Date: 30.08.2007

UNAUDITED RESULTS OF THE GROUP FOR THE QUARTER ENDED 30 JUNE 2007

CONSOLIDATED INCOME STATEMENT AND BALANCE SHEET


PART A – EXPLANATORY NOTES PURSUANT TO FRS 134

1. Basis of Preparation

The interim financial statements have been prepared under the historical cost convention except for the revaluation of freehold land included within property, plant and equipment.

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 30 June 2006. These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 30 June 2006.
2. Changes in Accounting Policies
The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 June 2006 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial periods beginning on or after 1 January 2006:
FRS 2
Share-based Payment

FRS 3
Business Combinations

FRS 5
Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories
FRS 108
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements
FRS 128
Investments in Associates

FRS 131
Interests in Joint Ventures

FRS 132
Financial Instruments: Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138
Intangible Assets

FRS 140
Investment Property

The adoption of FRS 3, 5, 102, 108, 110, 116, 127, 128, 131, 132, 133, 136 and 140 does not have significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:
(a) FRS 2: Share-based Payment

This FRS requires an entity to recognize share-based payment transactions in its financial statements, including transactions with employees or other parties to be settled in cash, other assets, or equity instruments of the entity.

The company operates an equity-settled, share based compensation plan for the employees of the Group, the Padini Holdings Berhad Employee Share Options Scheme (“ESOS”). Prior to 1 July 2006, no compensation expense was recognized in profit or loss for share options granted. With the adoption of FRS 2, the compensation expense relating to share options is recognized in the profit or loss over the vesting periods of the grants with a corresponding increase in equity. The total amount to be recognized as compensation expense is determined by reference to the fair value of the share options at the date of the grant and the number of share options to be vested by vesting date. The fair value of the share option is computed using the modified Black-Scholes model. At every Balance Sheet date, the Group revises its estimates of the number of share options that are expected to vest by the vesting date. Any revision of this estimate is included in the profit or loss and a corresponding adjustment to equity over the remaining vesting period.
Under the transitional provisions of FRS 2, this FRS must be applied to share options that were granted after 31 December 2004 and had not yet vested on 1 January 2006. The application is retrospective and accordingly, the comparative amounts as at 30 June 2006 are restated and the opening balance of retained earnings as at 1 July 2006 has been adjusted. The financial impact to the Group arising from this change in accounting policy is as follows:
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As disclosed in Note 3, certain comparatives have been restated due to this change in accounting policy.
(b) FRS 3: Business Combinations, FRS 136: Impairment of Assets and FRS: 138 Intangible Assets
The new FRS 3 has resulted in consequential amendments to two other accounting standards, FRS 136 and FRS 138.

Under FRS 3, any excess of the Group’s interest in the net fair value of acquirees’ identifiable assets, liabilities and contingent liabilities over cost of acquisitions (previously referred to as “negative goodwill”), after reassessment, is now recognised immediately in profit or loss. Prior to 1 July 2006, negative goodwill was amortised over the weighted average useful life of the non monetary assets acquired, except to the extent it related to identified expected future losses as at the date of acquisition. In such cases, it was recognised in profit or loss as those expected losses were incurred. In accordance with the transitional provisions of FRS 3, the negative goodwill as at 1 July 2006 of RM155,186 was derecognised with a corresponding increase in retained earnings. 
In addition, the useful lives of other intangible assets are now assessed at the individual asset level as having either a finite or indefinite life. Prior to 1 July 2006, intangible  assets were considered to have a finite useful life and were stated at cost less accumulated amortisation and impairment losses.
In accordance with the transitional provisions of FRS 138, the carrying amount of trademarks as at 1 July 2006 of RM1,247,606 have been assessed to be impaired and have been charged out to the income statement in full. 
(c) FRS 101: Presentation of Financial Statements
The adoption of the revised FRS 101 has affected the presentation of minority interest, share of net after-tax results of associates and other disclosures. In the consolidated balance sheet, minority interests are now presented within total equity. In the consolidated income statement, minority interests are presented as an allocation of the total profit or loss for the period. A similar requirement is also applicable to the statement of changes in equity. FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognised income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest. The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform to the current period’s presentation.
3. Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 30 June 2006 was not qualified.

4. SegmentalIInformation
[image: image2.emf]Malaysia Hong Kong Grand Total Elimination Consolidated

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

Revenue

Revenue from external customers 304,901 12,272 317,173 317,173

Inter segment revenue (2,975) (2,975) 2,975 -

301,926 12,272 314,198 2,975 317,173

Results

Segment results 41,091 3,660 44,751 44,751

Finance Cost (284) (284) (284)

Taxation (12,044) (644) (12,688) (12,688)

Minority interest (39) (39) (39)

Net profit for the year 31,740 31,740

Assets

Segment assets 184,564 9,320 193,884 193,884

Liabilities

Segment liabilities 36,638 2,052 38,690 38,690

Borrowings 8,157 8,157 8,157

Consolidated total liabilities 46,847 46,847

Others

Capital expenditure 24,190 3 24,193 24,193

Non cash expense

Provision for ESOS - FRS 2 

adoption 351 351 351

Provision for annual leave - FRS 

119 adoption 1,203 1,203 1,203

Provision for loyalty points - FRS 

137 adoption 828 828 828

Intangible asset written off - FRS 

138 adoption 1,248 1,248 1,248

Depreciation of Property, Plant & 

Equipment 8,059 22 8,081 8,081

Allowance for doubtful debts 272 272 272

Inventories written down 295 295 295


5. Unusual Items due to their Nature, Size or Incidence
There were no unusual items affecting assets, liabilities, equity, net income, or cash flows during the financial period ended 30 June 2007 except as disclosed in Note 2.
6. Changes in Estimates
There were no changes in estimates that have had a material effect in the current quarter results.

7. Comments about Seasonal or Cyclical Factors.
The Group’s operations are basically centered in the retail sector, the incidence of major local festivals, school holidays, carnival sales and the rainy season will generally have an impact upon revenues and margins
8. Dividends Paid
The final dividend in respect of the financial year ended 30 June 2006 that was declared on 27 November 2006 was paid on 13 March 2007. This final dividend, being a distribution of 5sen per share less 27% taxation, amounted to RM2,386,418.11. 

The first interim dividend in respect of the financial year ended 30 June 2007 was declared on 29 November 2006 and paid on 8 February 2007. It was a distribution of 5sen per share less 27% taxation and it amounted to RM2,378,490.38. 

The second interim dividend in respect of the financial year ended 30 June 2007 was announced on 8 March 2007 and paid on 9 May 2007. It was also a distribution of 5sen per share less 27% taxation, and it amounted to RM2,390,925.85. 
A special interim dividend amounting to RM4,786,581.79 being a distribution of 10sen per share less 27% taxation, in respect of the financial year ended 30 June 2007 was further declared on 30 May 2007 and paid on 29 June 2007.
9. Carrying Amount of Revalued Assets
The valuations of property, plant and equipment have been brought forward without amendment from the financial statements for the year ended 30 June 2006.

10. Debt and Equity Securities
There were no issuances, cancellations, repurchases, resale and repayments of debt and equity securities during the interim quarter under review.
11. Changes in Composition of the Group

There were no changes in the composition of the Group during the interim quarter under review.

12. Discontinued Operations
The Group’s remaining manufacturing concern, Vincci Holdings Sdn Bhd discontinued operations on 31 July 2006. As the operation of Vincci Holdings Sdn Bhd was relatively small, its cessation does not have any material effect on the Group’s results. 
13. Capital Commitments
As at 30 June 2007, there were no amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 30 June 2007.
14. Changes in Contingent Liabilities and Contingent Assets

There were no changes in other contingent liabilities or contingent assets since the last annual balance sheet as at 30 June 2006.

15. Subsequent Events

There were no material events subsequent to the end of the current quarter.
PART B – EXPLANATORY NOTES PURSUANT TO APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

16. Performance Review

Quarter on quarter, revenue for continuing operations of the Group rose by 27.6%, or by RM16.47 million. Even though the gross profit margins earned rose by less than 1% quarter-on-quarter, the substantial increase in revenue caused the gross profits earned during the quarter under review to increase by RM8.02 million over that achieved in the previous year’s corresponding quarter. The revenue growth for this quarter was driven solely by the domestic operations as exports had fallen by 20.9% or RM2.35 million, quarter-on-quarter. The big improvements in the domestic operations had resulted from the ongoing promotional activities surrounding the Visit Malaysia Year 2007 and the 50th Merdeka celebrations, as well as from an increase in the number of stores operated during the year ended 30.06.2007.

In tandem with the expansion of our domestic retail operations, total expenses also rose by 15.7% or RM3.65 million, quarter-on quarter. In spite of the increase in total expenses, the Group still managed to turn in a profit before tax of RM9.713 million this quarter as compared to the RM 4.515 million earned in the same quarter last year.
On a year-on-year basis, revenue grew by RM31.07 million or 10.9%; all of this came from our domestic operations as exports had fallen by RM7.46 million over the same periods. Profit before tax had increased by RM4.82million or 12.1%, notwithstanding the adoption of the FRS which had caused an additional RM3.6 million in expenses to be incurred.
17. Comment on Material Change in Profit Before Taxation


[image: image3.emf]Continuing operations and discontinued operations

Quarter ended Quarter ended

30-Jun-07 31-Mar-07

RM'000 RM'000

Revenue 76,260 84,814

Profit/(Loss) before taxation 9,713 13,510


The fall in revenue of about 10% reflected the seasonal nature of the sector in which the Group operates. The third financial quarter is consistently better than the fourth because of the Chinese New Year festivities that always occur in the former. Compared to the previous quarter, gross profits were down almost 17% or RM7.13 million, and in spite of total expenses decreasing by 11.2%, profit before taxation for the quarter under review still fell by 28.1% or by RM3.8 million.
18. Commentary on Prospect

While competition in both the domestic and export sectors will continue to intensify, the Group remains confident of its ability to drive revenues and profits. In the coming year, the expansion in our retail network in the domestic market will put us in a good position to take advantage of the numerous economic initiatives that the government has put in place since the beginning of 2007. As for exports, we are still committed and focused on expanding our presence overseas and we remain confident that the coming year will see an improvement in our performance in this sector.

19. Profit Forecast or Profit Guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable anymore.
20. Income Tax Expense
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The effective tax rate for the current quarter was higher than the statutory tax rate by 7% due to the deferred tax assets and non-allowable expenses. The effective tax rate for the same quarter last year was higher than the statutory tax rate  by 4% as some of the expenses were not allowable and some of the subsidiaries were not profitable.
21. Sale of Unquoted Investments and Properties

There were no sale of Investments and/or properties announced during the quarter that remain uncompleted.
22. Quoted Securities

1. 
No purchases or disposals of quoted securities were made during the quarter under review.

2.  (i)
Costs of quoted securities held at the end of the quarter under review were @ RM60,584.00

(ii)
Book Value of quoted securities held at the end of the quarter under review were @ RM13,778.90
(iii)
Market Value of quoted securities held at the end of the quarter under review were @ RM53,386.76
23. Corporate Proposals

The company had, on 27 February 2007, announced its intention to undertake a proposed subdivision of its ordinary shares of RM1.00 each on the basis of two (2) new ordinary shares of RM0.50each for every one(1) existing share held on an entitlement date to be determined later; and to amend its Memorandum and Articles of Association to facilitate the implementation of the proposed subdivision of shares.

At the date of this report, the corporate proposals have been completed.
24. Borrowings

The Group borrowings as at 30 June 2007 comprise the following:
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Secured debts refer strictly to those debts secured by charges made on properties owned by the Group. All debts, secured or otherwise, are also collaterised by corporate guarantees issued by the Company. All borrowings indicated above are denominated in Ringgit Malaysia and represented balances standing as at 30 June 2007.
25. Off Balance Sheet Financial Instruments

As at the date of this report, the Group did not have any financial instruments with off balance sheet risks other than the following option forward contracts to sell US dollars with a licensed bank: 

	Contract
Date
	Contract Amount
	Contractual Rate
	Expiry Date

	May 2007
	USD115,000
	3.3700
	Sept 2007

	May 2007
	USD65,000
	3.3650
	Oct 2007

	May 2007
	USD72,000
	3.3625
	Nov 2007

	May 2007
	USD71,000
	3.3600
	Sept 2007

	June 2007
	USD252,000
	3.4160
	Sept 2007

	June 2007
	USD64,000
	3.4043
	Nov 2007

	June 2007
	USD24,000
	3.3995
	Dec 2007

	July 2007
	USD210,000
	3.4212
	Oct 2007

	July 2007
	USD66,000
	3.4164
	Nov 2007

	July 2007
	USD41,000
	3.4110
	Dec 2007

	July 2007
	USD41,000
	3.4055
	Jan 2008

	Aug 2007
	USD63,000
	3.4897
	Sept 2007

	Aug 2007
	USD567,000
	3.4790
	Nov 2007

	Aug 2007
	USD103,000
	3.4690
	Dec 2007


26. Changes in Material Litigation

As at the date of this report, the Group has no knowledge of any pending material litigation either against the Company or any of its subsidiaries
27. Dividend Payable

At the date of this report, there are no dividends that remained unpaid.
28. Earnings Per Share

(a)
Basic

Basic earnings per share amounts are calculated by dividing profit for the period attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares in issue during the period.
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Decrease in retained earnings (42.00)                 
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(b)
Diluted
For the purpose of calculating diluted earnings per share, the profit for the period attributable to ordinary equity holders of the parent and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, i.e. share options granted to employees.
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29. Authorisation for Issue
The interim financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the directors on 30 August 2007.
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				Malaysia		Hong Kong		Grand Total		Elimination		Consolidated

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

		Revenue

		Revenue from external customers		304,901		12,272		317,173				317,173

		Inter segment revenue		(2,975)				(2,975)		2,975		-

				301,926		12,272		314,198		2,975		317,173

		Results

		Segment results		41,091		3,660		44,751				44,751

		Finance Cost		(284)				(284)				(284)

		Taxation		(12,044)		(644)		(12,688)				(12,688)

		Minority interest		(39)				(39)				(39)

		Net profit for the year						31,740				31,740

		Assets

		Segment assets		184,564		9,320		193,884				193,884

		Liabilities

		Segment liabilities		36,638		2,052		38,690				38,690

		Borrowings		8,157				8,157				8,157

		Consolidated total liabilities						46,847				46,847

		Others

		Capital expenditure		24,190		3		24,193				24,193

		Non cash expense

		Provision for ESOS - FRS 2 adoption		351				351				351

		Provision for annual leave - FRS 119 adoption		1,203				1,203				1,203

		Provision for loyalty points - FRS 137 adoption		828				828				828

		Intangible asset written off - FRS 138 adoption		1,248				1,248				1,248

		Depreciation of Property, Plant & Equipment		8,059		22		8,081				8,081

		Allowance for doubtful debts		272				272				272

		Inventories written down		295				295				295
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		Continuing operations and discontinued operations

				Quarter ended		Quarter ended

				30-Jun-07		31-Mar-07

				RM'000		RM'000

		Revenue		76,260		84,814

		Profit/(Loss) before taxation		9,713		13,510
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				3 mths ended				12 mths ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

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

		Profit from continuing operations attributable to ordinary equity holders of the parent		6,398		3,055		31,791		27,736

		(Loss)/Profit from discontinued operations attributable to ordinary equity holders of the parent		1		(1)		(54)		(4)

		Profit attributable to ordinary equity holders of the parent		6,399		3,054		31,737		27,732

				3 mths ended				12 mths ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

		Weighted average number of ordinary shares in issue		65,555,662		63,481,795		64,767,880		62,879,656

				3 mths ended				12 mths ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

		Basic earnings per share for:

		Profit from continuing operations		9.76		4.81		49.09		44.109

		(Loss)/Profit from discontinued operations		0		0		-0.08		-0.006

		Profit for the period		9.76		4.81		49.01		44.103
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				3 mths ended				12 mths ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

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

		Profit from continuing operations attributable to ordinary equity holders of the parent		6,398		3,055		31,793		27,736

		(Loss)/Profit from discontinued operations attributable to ordinary equity holders of the parent		1		(1)		(54)		(4)

		Profit attributable to ordinary equity holders of the parent		6,399		3,054		31,739		27,732

				3 mths ended				12 mths ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

		Weighted average number of ordinary shares in issue		65,555,662		63,481,795		64,767,880		62,879,656

		Effects of dilution from ESOS		88,121		587,704		822,520		527,856

		Adjusted weighted average number of ordinary shares in issue and issuable		65,643,783		64,069,499		65,590,400		63,407,512

				3 mths ended				12 mths ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

		Diluted earnings per share for:

		Profit from continuing operations		9.75		4.77		48.47		43.74

		(Loss)/Profit from discontinued operations		0		0		-0.08		-0.006

		Profit for the period		9.75		4.77		48.39		43.734
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				Secured Debt		Unsecured Debt		Total

				(RM'000)		(RM'000)		(RM'000)

		Short Term - Bank		1,177		2,507		3,684

		Short Term - Leasing & HP				165		165

		Short Term Borrowing - Subtotal		1,177		2,672		3,849

		Long Term - Bank		4,200				4,200

		Long Term - Leasing & HP				108		108

		Long Term Borrowing - Subtotal		4,200		108		4,308

		Total Borrowing		5,377		2,780		8,157
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				3 months ended				Year to date ended

				30-Jun-07		30-Jun-06		30-Jun-07		30-Jun-06

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

		Current tax:

		Malaysian tax		2,361		1,247		12,143		11,503

		Foreign tax		168		167		645		315

				2,529		1,414		12,788		11,818

		Deferred tax		773		36		(101)		94

		Total Income tax expense		3,302		1,450		12,687		11,912
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										As at

										1 July 2006

										RM'000

		Decrease in retained earnings								(42.00)

		Increase in equity compensation reserve								42.00

				3 months ended				12 months ended

				30 June 2007		30 June 2006		30 June 2007		30 June 2006

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

		Increase/(Decrease) in profit for the period		2		- 0		(351)		- 0






