PADINI HOLDINGS BERHAD (Company No.: 50202-A)
Date: 29.11.2010
UNAUDITED RESULTS OF THE GROUP FOR THE QUARTER ENDED 30 SEPTEMBER 2010
NOTES TO THE INTERIM CONSOLIDATED INCOME STATEMENT AND BALANCE SHEET


PART A – EXPLANATORY NOTES PURSUANT TO FRS 134: INTERIM FINANCIAL REPORTING
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 2010. 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 2010.
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 2010. The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 30 June 2010 except for the adoption of:

FRS 101 (revised), Presentation of Financial Statements.

FRS 139 Financial Instruments: Recognition and Measurement.

FRS 132 Financial Instruments: Presentation

FRS 7 Financial Instruments: Disclosure.

Amendment to FRS 8

IC Interpretation 10 Impairment and Interim Financial Reporting

Amendments to FRS 139, FRS 7 and IC Interpretation 9

Amendment to FRS 117

The principal effects of the changes in presentation, changes in methods of computation and in accounting policies resulting from the adoption of the new and revised FRSs, IC Interpretations and Amendments are set out below:

(i) FRS 101(revised): Presentation of Financial Statements

Prior to the adoption of the revised FRS 101, the components of the financial statements presented consisted of a balance sheet, an income statement, a statement of changes in equity, a cash flow statement and notes to the financial statements. With the adoption of the revised FRS 101, the components of the interim financial statements presented consist of a statement of financial position, a statement of comprehensive income, a statement of changes in equity, a statement of cash flows and notes to the financial statements.

The effects of the changes in presentation are as follows:

The gains and losses that were recognised directly in equity in the preceding financial year corresponding period are presented as components in other comprehensive income in the statement of comprehensive income. The total comprehensive income for preceding financial year corresponding period is presented separately and allocation is made to show the amount attributable to owners of the parent and to non-controlling interests.

Dividend per share that was previously presented on the face of the income statement is removed and presented on the face of the statement of changes in equity.

The total comprehensive income for the financial period is presented as a one-line item in the statement of changes in equity.

(ii) FRS 139: Financial instruments: Recognition and Measurement

The measurement bases applied to the financial assets and liabilities in the prior financial year were changed to conform to the measurement standards of FRS 139 in the current quarter. At initial recognition, all financial assets and liabilities are measured at their fair value plus in the case of financial instruments not at fair value through profit or loss, transaction costs directly attributable to the acquisition or issuance of the instruments.

Subsequent to their initial recognition, the financial assets and liabilities are measured as follows:

	
	Category
	Measurement basis

	1
	Financial instruments at fair value through profit or loss
	At fair value through profit or loss

	2
	Held to maturity investments
	At amortised cost effective interest method

	3
	Loans and receivable
	At amortised cost effective interest method

	4
	Available for sale investments
	At fair value through other comprehensive income, unless fair value cannot be reliably measured, in which case, they are measured at cost

	5
	Loans and other financial liabilities
	At amortised cost effective interest method


All financial assets other than those classified as at fair value through profit or loss are subject to impairment test of FRS 139.

(iii) FRS 7: Financial instrument: Disclosures

Prior to the adoption of FRS 7, the disclosures for financial instruments were based on the requirements of the original FRS 132, Financial Instruments: Disclosure and Presentation. With the adoption of FRS 7, financial assets and financial liabilities are disclosed in the statement of financial position based on their respective classifications. However, FRS 7 disclosures are not required in the interim financial statements, and hence, no further disclosures are required in these interim financial statements.

(iv) IC Interpretation 10: Impairment and Interim Financial Reporting

Prior to the adoption of IC Interpretation 10, impairment losses for equity investment recognised in an earlier interim period were reversed in a later interim period when tests revealed that the losses have reversed. With the adoption of IC Interpretation 10 and    FRS 139 on 1 July 2010, the policy has been changed to conform to the impairment requirement of FRS 139. Impairment losses recognised for available for sale equity investments in an interim period are not reversed in a subsequent interim period. This changes in basis has no effect to the profit or loss of the current period ended 30 September 2010.
(v) Amendment to FRS 117: Leases

Prior to the adoption of the Amendment to FRS 117, leasehold lands were treated as operating leases. The considerations paid were classified and presented as prepaid lease payments in the statement of financial position. With the adoption of the Amendment to FRS 117, the Group has reassessed and determined that all leasehold land of the Group which is in substance financial leases and has reclassified the leasehold land to property, plant and equipment. The change in accounting policy has been made retrospectively in accordance with the transitional provisions of the amendment. The reclassification has no effect to the profit or loss of the current financial period ended 30 September 2010 or the comparative prior financial period. The effect of the reclassification to the comparative of the prior financial year’s consolidated statement of financial position is as follows:



[image: image1.emf]Effects on

adoption of

As previously  amendment  As

Report FRS117 restated

30 June 2010 RM’000 RM’000 RM’000

Prepaid lease payment 800 (800) -

Property, plant and equipment 79,953 800 80,753

80,753 - 80,753


The adoption of the abovementioned Standard does not have significant impact on the financial statements of the Group except for additional disclosure requirements.
3. Auditors’ Report on Preceding Annual Financial Statements
The auditors’ report on the financial statements for the financial year ended 30 June 2010 was not qualified.
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4. SegmentalIInformation
[image: image2.emf]Malaysia Hong Kong Grand Total EliminationConsolidated

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

Revenue

Revenue from external customers 132,568 4,073 136,641 -                  136,641

Inter segment revenue -                      -                     -                     -                  -

132,568 4,073 136,641 -                  136,641

Results

Segment results 24,561 786 25,347 25,347

Interest Income 558 558 558

Finance Cost (254) (254) (254)

Taxation (7,168) (134) (7,302) (7,302)

Net profit for the year 18,349 18,349

Assets

Segment assets 360,497 16,439 376,936 376,936

Unallocated Corporate Assets -                     2,503

Total Assets 376,936 379,439

Liabilities

Segment liabilities 83,635 2,546 86,181 86,181

Borrowings 32,735 32,735 32,735

Unallocated Corporate Liabilities -                     8,520

Consolidated total liabilities 118,916 127,436

Others

Capital expenditure 10,274 13 10,287 10,287

Non cash expense

Provision for annual leave - FRS 

119 adoption

(17) (17) (17)

Provision for loyalty points - FRS 

137 adoption

1,150 1,150 1,150

Depreciation of Property, Plant & 

Equipment and intangible asset

5,849 26 5,875 5,875

Gain on disposal of short term 

investment (158) (158) (158)


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 September 2010.
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
During the quarter under review, the Company paid 2 interim dividends for the financial year ended 30 June 2010. As the interim dividends were each at 7.5sen per share (single tier dividend), two equal payments of RM9,868,642 each were made on 19 July 2010 and 17 September 2010.
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 2010.
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 30 September 2010, the Group still has an outstanding capital commitment of RM0.7million resulting from an earlier implementation of an ERP (enterprise resource planning) and a POS (point-of-sale) systems solution.
The company had also in a prior period awarded construction works for a building to be located at Lot 112, Jalan Jurunilai U1/20, 40150 Shah Alam for an estimated RM18million. The total amount awarded to date stands at RM18.7million.
14. Changes in Contingent Liabilities and Contingent Assets

The contingent liabilities of the Group as at 30 September 2010 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
	
	63,000

	Unsecured – Guarantee and Indemnity issued to the landlord of a subsidiary companies pertaining to its non-cancellable lease commitment
	
	6,500

	
	
	76,700

	
	
	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 were RM136.6 million and Profit before Taxation was RM25.6 million. These were respectively 3% and 5% less than the same achieved in the previous year’s corresponding quarter.
The reduction in Revenues could be attributed to the shorter Hari Raya Aidilfitri shopping season of 2010. In 2009, Ramadan ended on 19th September, whereas in 2010, the month ended on 9th September. The relatively larger decline in Profit before Taxation however had resulted from increased expenses arising out of an expanded distribution network. In the 12 months ended 30th September 2010, the Group had opened 7 new outlets, closed 2, and added nearly 62,000 square feet to the gross floor area for retailing in Malaysia. As awareness for the new stores improves, we expect sales revenues to rise and contribute to future profitability.
17. Comment on Material Change in Profit Before Taxation


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

Quarter ended Quarter ended

30-Sep-10 30-Jun-10

RM'000 RM'000

Revenue 136,641 114,389

Profit/(Loss) before taxation 25,651 18,654


Compared to the previous quarter, revenue for the quarter under review had increased by RM22.2 million or 19%. The increase was due to the month long carnival sales season that accompanied the Merdeka and Hari Raya festive celebrations occurring during the quarter under review. Profit before Taxation for the quarter considered also increased by nearly RM7million (37%). Profit before Taxation had risen quite substantially quarter-on-quarter because of the smaller percentage increase (11%) in operating expenses over the same periods considered.
18. Commentary on Prospect

Although the current quarter had turned in profitable, the Group remains cautious of the economic conditions in the financial year ahead. With the supply of raw material like cotton affected by poor weather conditions in the major cotton producing countries, costs of apparel are already on the rise. The Group has still maintained the prices of its products and is trying to mitigate the increased costs by more efficient inventory management and improved product offerings. What is of greater impact however would be the imposition of further subsidy cuts and the proposed GST as these actions influence directly disposable incomes and consumer sentiment, and may have a really dampening effect on retail spending. Nevertheless, the Group still looks forward to another profitable 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: image4.emf]30-Sep-10 30-Sep-09 30-Sep-10 30-Sep-09

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

Current tax:

Malaysian tax 7,370 6,923 7,370 6,923

Foreign tax 134 203 134 203

7,504 7,126 7,504 7,126

Deferred tax (202) (242) (202) (242)

Total Income tax expense 7,302 6,884 7,302 6,884

3 months ended Year to date ended


The effective tax rate for the current quarter is at 28%. 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 two corporate proposals which have been announced that remain uncompleted as follows:

i. the proposed share split involving the subdivision of each ordinary share of RM0.50 each held in the Company into five ordinary shares of RM0.10 each which was announced on 6 October 2010;
ii. the proposed mandate from the Company’s Shareholders to authorize the Company to buy back up to ten percent (10%) of its issued and paid-up share capital which was announced on 21 October 2010.
24. Borrowings

The Group borrowings as at 30 September 2010 comprise the following:

	 

	Secured Debt

	Unsecured Debt

	Total


	 

	(RM'000)

	(RM'000)

	(RM'000)


	 Short Term - Bank 

	2,440
	20,271
	22,711

	 Short Term - Leasing & HP 

		1,025
	1,025

	 Short Term Borrowing - Subtotal 

	2,440
	21,296
	23,736

	 Long Term - Bank 

	8,571
		8,571

	 Long Term - Leasing & HP 

		428
	428

	 Long Term Borrowing - Subtotal 

	8,571
	428
	8,999

	 

			
	 Total Borrowing 

	11,011
	21,724
	32,735


	


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 September 2010.
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, the Company has no dividends declared that remain 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.

	 

	3 mths ended

	3 mths ended


	 

	30-Sept-10

	30-Sept-09

	30-Sept-10

	30-Sept-09


	 

	RM'000

	RM'000

	RM'000

	RM'000


	Profit attributable to ordinary equity holders of the parent

	18,349
	20,147
	18,349
	20,147

	 

	 

	 

	 

	 


	 

	3 mths ended

	3 mths ended


	 

	30-Sept-10

	30-Sept-09

	30-Sept-10

	30-Sept-09


	Weighted average number of ordinary shares in issue

	131,581,900

	131,581,900

	131,581,900

	131,581,900


	 

	 

	 

	 

	 


	 

	3 mths ended

	3 mths ended


	 

	30-Sept-10

	30-Sept-09

	30-Sept-10

	30-Sept-09


	Basic earnings per share for:

	 

	 

	 

	 


	Profit from continuing operations

	   13.95 sen

	    15.31 sen

	   13.95 sen

	    15.31 sen


	(Loss)/Profit from discontinued operations 

	     -      sen

	     -      sen

	   -     sen

	     -      sen


	Profit for the period

	   13.95 sen

	    15.31 sen

	   13.95 sen

	    15.31 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 29 November 2010.
Page 7 of 9

_1352131468.xls
Sheet1

		Continuing operations and discontinued operations

				Quarter ended		Quarter ended

				30-Sep-10		30-Jun-10

				RM'000		RM'000

		Revenue		136,641		114,389

		Profit/(Loss) before taxation		25,651		18,654
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Sheet1

						Effects on

						adoption of

				As previously		amendment		As

				Report		FRS117		restated

		30 June 2010		RM’000		RM’000		RM’000

		Prepaid lease payment		800		(800)		-

		Property, plant and equipment		79,953		800		80,753

				80,753		-		80,753
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Sheet1

				Malaysia		Hong Kong		Grand Total		Elimination		Consolidated

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

		Revenue

		Revenue from external customers		132,568		4,073		136,641		- 0		136,641

		Inter segment revenue		- 0		- 0		- 0		- 0		-

				132,568		4,073		136,641		- 0		136,641

		Results

		Segment results		24,561		786		25,347				25,347

		Interest Income		558				558				558

		Finance Cost		(254)				(254)				(254)

		Taxation		(7,168)		(134)		(7,302)				(7,302)

		Net profit for the year						18,349				18,349

		Assets

		Segment assets		360,497		16,439		376,936				376,936

		Unallocated Corporate Assets						- 0				2,503

		Total Assets						376,936				379,439

		Liabilities

		Segment liabilities		83,635		2,546		86,181				86,181

		Borrowings		32,735				32,735				32,735

		Unallocated Corporate Liabilities						- 0				8,520

		Consolidated total liabilities						118,916				127,436

		Others

		Capital expenditure		10,274		13		10,287				10,287

		Non cash expense

		Provision for annual leave - FRS 119 adoption		(17)				(17)				(17)

		Provision for loyalty points - FRS 137 adoption		1,150				1,150				1,150

		Depreciation of Property, Plant & Equipment and intangible asset		5,849		26		5,875				5,875

		Gain on disposal of short term investment		(158)				(158)				(158)
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				3 months ended				Year to date ended

				30-Sep-10		30-Sep-09		30-Sep-10		30-Sep-09

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

		Current tax:

		Malaysian tax		7,370		6,923		7,370		6,923

		Foreign tax		134		203		134		203

				7,504		7,126		7,504		7,126

		Deferred tax		(202)		(242)		(202)		(242)

		Total Income tax expense		7,302		6,884		7,302		6,884






