PADINI HOLDINGS BERHAD (Company No.: 50202-A)
Date: 25.02.2010
UNAUDITED RESULTS OF THE GROUP FOR THE QUARTER ENDED 31 DECMEMBER 2009
NOTES TO THE INTERIM 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 and investment properties that are stated at fair value.
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 2009. 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 2009.
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 2009 except for the adoption of FRS 8 Operating Segments effective for financial period beginning 1 July 2009. The adoption of the abovementioned Standard does not have significant impact on the financial statements of the Group except for additional disclosure requirements.
The Group has not taken the option to practice the early adoption of new / revised FRSs that are effective beginning after 1 July 2009.
3. Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 30 June 2009 was not qualified.
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4. SegmentalIInformation
[image: image1.emf]Malaysia Hong Kong Grand Total Elimination Consolidated

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

Revenue

Revenue from external customers 262,225 6,903 269,128 269,128

Inter segment revenue 465 465 (465) -

262,690 6,903 269,593 (465) 269,128

Results

Segment results 42,569 1,247 43,816 43,816

Interest Income 432 432 432

Finance Cost (605) (605) (605)

Taxation (11,761) (215) (11,976) (11,976)

Net profit for the year 31,667 31,667

Assets

Segment assets 345,707 14,229 359,936 359,936

Unallocated Corporate Assets 2,928

Total Assets 359,936 362,864

Liabilities

Segment liabilities 67,238 1,008 68,246 68,246

Borrowings 43,406 43,406 43,406

Unallocated Corporate Liabilities 25,475

Consolidated total liabilities 111,652 137,127

Others

Capital expenditure 8,443 8,443 8,443

Non cash expense

Provision for annual leave - FRS 

119 adoption

59 59 59

Provision for loyalty points - FRS 

137 adoption

3,519 3,519 3,519

Depreciation of Property, Plant & 

Equipment

10,815 22 10,837 10,837

Amortisation of prepaid lease 

payment

12 12 12

Inventories written down 2,232 2,232 2,232

Unrealised gain on short term 

investment (505) (505) (505)


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 31 December 2009.

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
No dividends were paid during the quarter under review.
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 2009.
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 has two manufacturing concerns, Vincci Holdings Sdn Bhd and The New World Garment Manufacturers Sdn Bhd which discontinued operations in prior years. The discontinued operations do not have any material effect on the Group’s results. 
13. Capital Commitments
As at 31 December 2009, the company has a commitment to buy the SAP enterprise resource planning software package and to change its entire Point of Sales system. The outstanding capital commitment in relation to these computer systems as at 31 December 2009 stands at RM2.206million.
The company had also awarded the construction works located at Lot 112, Jalan Jurunilai U1/20, 40150 Shah Alam for an estimated construction cost of RM18million. The total amount awarded stands at RM17.392million.
14. Changes in Contingent Liabilities and Contingent Assets

The contingent liabilities of the Group as at 31 December 2009 is as follows:
	
	
	RM’000

	Secured – Freehold Land and building pledged to bank for term loan
	
	7,200

	Unsecured – Corporate Guarantees to banks and financial institutions for banking facilities granted to certain subsidiary companies
	
	53,000

	Unsecured – Guarantee and Indemnity issued to the landlord of a subsidiary companies pertaining to its non-cancellable lease commitment
	
	13,443

	
	
	75,714

	
	
	USD’000

	Unsecured – Corporate Guarantees to banks and financial institutions for banking facilities granted to certain subsidiary companies
	
	6,000

	
	
	6,000


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

16. Performance Review

Revenues for the quarter under review declined year-on-year by 0.8% or RM1.08 million, to RM128.4 million. Gross margins however rose by nearly 1.2% to 51.1% over the same quarters, causing absolute gross profits to improve by about 1.5%. With Chinese New Year in 2010 falling late in February, retail buying in December of 2009 had been fairly sluggish as most consumers deferred their spending in preference for newer merchandise that would be offered during the Jan / Feb months of the new year. It is noted that though total revenues fell, the fall was caused actually by a drop in the value of exports, from about RM12.2 million in the same quarter  last year  to RM8.55 million this year. If the fall in exports was taken out, it can be seen that domestic sales had actually risen by about RM2.6 million year-on-year.
Profit before taxation for the current quarter on the other hand fell about 20.4% year-on-year to RM16.6 million and this reduction was caused primarily by operating expenses for the current quarter rising by 9.3% or RM4.3 million from those incurred in the previous year’s same quarter. The bulk of this increase arose from increased spending for advertising & promotion, rentals, depreciation, yearly bonuses, and for the increased provisions made for loyalty points to be awarded to our card members.
17. Comment on Material Change in Profit Before Taxation


[image: image2.emf]Continuing operations and discontinued operations

Quarter ended Quarter ended

31-Dec-09 30-Sep-09

RM'000 RM'000

Revenue 128,395 140,732

Profit/(Loss) before taxation 16,612 27,031


Compared to the previous quarter, revenue for the quarter under review had declined by RM12.3 million or 8.8%. This decline can be attributed to firstly the current quarter being affected by the longer Chinese New Year season occurring in 2010, and secondly to the exceptionally robust sales that had resulted from the Merdeka mega sales and the Hari Raya festive shopping which fell within the previous quarter. Despite the higher gross margins earned during the quarter reviewed, its profit before taxation fell by 38.5% or RM10.4 million when compared to the same made in the previous quarter. This decline is primarily attributed to the reduced gross profits earned, as well as to an increase in operating expenses and provisions made for loyalty points.
18. Commentary on Prospect

While the results for the quarter under review may not seem too encouraging when viewed against those achieved in the same quarter last year or in the previous quarter, one should not lose sight of the fact that the Group had in the quarter considered, actually earned a profit before tax that was equivalent to nearly 13% of its revenues. Furthermore, in the first six months of the current financial year, we have already achieved a total profit before taxation of RM43.6 million which is about 64.5% of the same earned for the whole of the previous financial year. The remaining months will see an extended Chinese New Year shopping season and also a nationwide sale that coincides with the Malaysian leg of the F1 Grand Prix. As for the final quarter of our financial year, traditionally the weakest, plans are already in place to ensure that there will be no slack in our retail activities. As such, we continue to remain confident of the months ahead and of our ability to do well for the entire financial year.
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.
20. Income Tax Expense


[image: image3.emf]31-Dec-09 31-Dec-08 31-Dec-09 31-Dec-08

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

Current tax:

Malaysian tax 5,718 6,487 12,641 13,021

Foreign tax 12 57 215 261

5,730 6,544 12,856 13,282

Deferred tax (638) (431) (880) (575)

Total Income tax expense 5,092 6,113 11,976 12,707

3 months ended Year to date ended


The effective tax rate for the current quarter is at 30% This is due to disallowed expenses and non-qualifying depreciation during the quarter.
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

There were no more quoted securities held by the group during the quarter under review.
23. Corporate Proposals

At the date of this report, there are no corporate proposals which have been announced that remain uncompleted.
24. Borrowings

The Group borrowings as at 31 December 2009 comprise the following:
	 

	Secured Debt

	Unsecured Debt

	Total


	 

	(RM'000)

	(RM'000)

	(RM'000)


	 Short Term - Bank 

	2,431
	28,303
	30,734

	 Short Term - Leasing & HP 

		951
	951

	 Short Term Borrowing - Subtotal 

	2,431
	29,254
	31,685

	 Long Term - Bank 

	10,517
		10,517

	 Long Term - Leasing & HP 

		1,205
	1,205

	 Long Term Borrowing - Subtotal 

	10,517
	1,205
	11,722

	 

			
	 Total Borrowing 

	12,947
	30,459
	43,406


	


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 31 December 2009.
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. 
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 dividend declared that remained unpaid except for the final dividend of 7.5 sen per share (single tier dividend) for the financial year ended 30 June 2009 that is payable on 15 March 2010.
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.
	 

	3 mths ended

	6 mths ended


	 

	31-Dec-09

	31-Dec-08
	31-Dec-09

	31-Dec-08

	 

	RM'000

	RM'000

	RM'000

	RM'000


	Profit attributable to ordinary equity holders of the parent

	11,520
	14,768
	31,667
	32,879

	 

	 

	 

	 

	 


	 

	3 mths ended

	6 mths ended


	 

	31-Dec-09

	31-Dec-08
	31-Dec-09

	31-Dec-08

	Weighted average number of ordinary shares in issue

	131,581,900

	131,581,900
	131,581,900

	131,581,900

	 

	 

	 

	 

	 


	 

	3 mths ended

	6 mths ended


	 

	31-Dec-09

	31-Dec-08
	31-Dec-09

	31-Dec-08

	Basic earnings per share for:

	 

	 

	 

	 


	Profit from continuing operations

	    8.75 sen

	   11.22 sen
	    24.07 sen

	   24.99 sen

	(Loss)/Profit from discontinued operations 
	   -      sen
	    -     sen
	       -    sen
	    -     sen

	Profit for the period

	    8.75 sen
	   11.22 sen
	    24.07 sen

	   24.99 sen

	 

	 

	 

	 

	 



	


(b)
Diluted
The diluted EPS is not applicable to the Group.

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 25 February 2010.
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		Continuing operations and discontinued operations

				Quarter ended		Quarter ended

				31-Dec-09		30-Sep-09

				RM'000		RM'000

		Revenue		128,395		140,732

		Profit/(Loss) before taxation		16,612		27,031
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				3 months ended				Year to date ended

				31-Dec-09		31-Dec-08		31-Dec-09		31-Dec-08

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

		Current tax:

		Malaysian tax		5,718		6,487		12,641		13,021

		Foreign tax		12		57		215		261

				5,730		6,544		12,856		13,282

		Deferred tax		(638)		(431)		(880)		(575)

		Total Income tax expense		5,092		6,113		11,976		12,707
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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		262,225		6,903		269,128				269,128

		Inter segment revenue		465				465		(465)		-

				262,690		6,903		269,593		(465)		269,128

		Results

		Segment results		42,569		1,247		43,816				43,816

		Interest Income		432				432				432

		Finance Cost		(605)				(605)				(605)

		Taxation		(11,761)		(215)		(11,976)				(11,976)

		Net profit for the year						31,667				31,667

		Assets

		Segment assets		345,707		14,229		359,936				359,936

		Unallocated Corporate Assets										2,928

		Total Assets						359,936				362,864

		Liabilities

		Segment liabilities		67,238		1,008		68,246				68,246

		Borrowings		43,406				43,406				43,406

		Unallocated Corporate Liabilities										25,475

		Consolidated total liabilities						111,652				137,127

		Others

		Capital expenditure		8,443				8,443				8,443

		Non cash expense

		Provision for annual leave - FRS 119 adoption		59				59				59

		Provision for loyalty points - FRS 137 adoption		3,519				3,519				3,519

		Depreciation of Property, Plant & Equipment		10,815		22		10,837				10,837

		Amortisation of prepaid lease payment				12		12				12

		Inventories written down		2,232				2,232				2,232

		Unrealised gain on short term investment		(505)				(505)				(505)






