PADINI HOLDINGS BERHAD (Company No.: 50202-A)
Date: 29.08.2012
UNAUDITED RESULTS OF THE GROUP FOR THE QUARTER ENDED 30 JUNE 2012
NOTES TO THE INTERIM CONSOLIDATED INCOME STATEMENT AND BALANCE SHEET


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 2011. 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 2011.
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 2011.

3. Realised and Unrealised Profits or Losses pursuant to Bursa Malaysia Securities Berhad Listing Requirements

With the purpose of improving transparency, Bursa Malaysia Securities Berhad has, on 25 March 2010, and subsequently on 20 December 2010, issued a directive which requires all listed corporations to disclose the breakdown of unappropriated profits or accumulated losses into realised and unrealised.

The retained profits as at reporting date are analysed as follows:
	
	As at 30 June 2012
(RM ‘000)

	Total Retained Profits:

–Realised
	308,067

	–Unrealised
	(3,965)

	
	304,102

	Less: Consolidation Adjustments
	(33,463)

	
	270,639


4. SegmentalIInformation
The Group operates principally within the retail industry and the business operation of the Group mainly operates in Malaysia, therefore no segmental information is presented.

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 2012.
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 third interim dividend of 2 sen per ordinary share (single tier) amounting to RM13,158,190  for the financial year ending 30 June 2012 that was declared on 30 May 2012 was paid on 29 June 2012.
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 2011.
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 June 2012, the Group does not have any outstanding capital commitments.
14. Changes in Contingent Liabilities and Contingent Assets

The contingent liabilities of the Group as at 30 June 2012 is as follows:
	
	
	RM’000

	Secured – Freehold Land and building pledged to bank for term loan
	
	15,310

	Unsecured – Corporate Guarantees to banks and financial institutions for banking facilities granted to certain subsidiary companies
	
	71,500

	Unsecured – Guarantee and Indemnity issued to the landlord of a subsidiary companies pertaining to its non-cancellable lease commitment
	
	21,026

	
	
	107,836

	
	
	USD’000

	Unsecured – Corporate Guarantees to banks and financial institutions for banking facilities granted to certain subsidiary companies
	
	36,000

	
	
	36,000


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

For the quarter under review, Revenues have risen year-on-year by RM36.5 million (27.6%) to RM168.6 million. Of this increase, RM5.6 million was from an increase in exports while the balance of RM30.9 million came from our domestic operations. The revenues from the domestic operations had been largely boosted by an expansion in the total area under retail which had grown by about 129,600 square feet (or 22.8%) since the end of the previous year’s corresponding quarter. In tandem with the increased revenues, gross profits rose by RM9.9million (14.8%), notwithstanding the fact that year-on-year, the gross profit margin had actually declined by nearly 5.1% in the quarter reviewed. The decline in the gross profit margin earned in the quarter reviewed is attributed primarily to firstly, the year-end adjustments made for inventories lost through pilferage, obsolescence and write-downs to net realizable values, and secondly to the increased scale of promotions conducted during the quarter reviewed. 

Profit before taxation earned in the quarter also saw a decrease, down from RM25.4 million last year to RM22.8 million this year. The decrease had been mainly due to a large year-on-year rise in the quarter’s selling and marketing expenses. Of the RM12.9 million increase in the selling and marketing expenses, the major part were from increases in the selling staff costs (RM4 million), rent expense (RM3.1 million), and provision for loyalty points (RM2.2 million). While the first two were the results of the expansion in the Group’s area under retail (57,000 sq ft in the quarter under review alone), the third reflected the increased sales and the way members redeemed their rebates.

However it should be noted that for the entire 12 month period, year-on-year, revenues have risen by RM166.6 million (30%), and profit before taxation had increased by RM25.7 million (24.6%). 

1. Comment on Material Change in Profit Before Taxation


[image: image1.emf]Continuing operations and discontinued operations

Quarter ended Quarter ended

30-Jun-12 31-Mar-12

RM'000 RM'000

Revenue 168,623 176,006

Profit/(Loss) before taxation 22,802 31,928


Compared to the previous quarter, Revenues for the quarter under review had fallen by RM7.4 million (4.2%) and the Profit before taxation by RM9.1 million (28.6%). The decline is expected as the quarter under review has traditionally been the weakest quarter in our financial year. The fall in profit before taxation was relatively larger than the reduction in revenues and the reasons spelt out in note 15 above also applied in this case.

2. Commentary on Prospect

Rising costs of living and a concern among consumers for the need to exercise more prudence in their spending continued to dampen domestic retail sentiment, and with the economic woes of the US and Eurozone (and therefore, China) still a long way from being resolved, the coming year would be one filled with considerable challenges and uncertainties. That said, the Group still remains confident of its ability to profitably put its competitive competencies to bear even in a macro environment that is turbulent and trying. There will be hiccups along the way but we will always do the things necessary that will ensure our relevance in the marketplace.

3. 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.

4. Income Tax Expense


[image: image2.emf]30-Jun-12 30-Jun-11 30-Jun-12 30-Jun-11

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

Current tax:

Malaysian tax 6,742 5,473 34,328 27,768

Foreign tax 80 28 246 365

6,822 5,501 34,574 28,133

Deferred tax 904                  1,786 904                  1,204

Total Income tax expense 7,726 7,287 35,478 29,337

3 months ended Year to date ended


The effective tax rate for the current quarter is at 34% due to non qualifying expenses, deferred tax liability and prior period tax under provision that has been recognised during the quarter. 
5. Sale of Unquoted Investments and Properties

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

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

At the date of this report, there are no corporate proposals that remain uncompleted.
8. Borrowings

The Group borrowings as at 30 June 2012 comprise the following:

	 

	Secured Debt

	Unsecured Debt

	Total


	 

	(RM'000)

	(RM'000)

	(RM'000)


	 Short Term - Bank 

	3,258
	28,553
	31,811

	 Short Term - Leasing & HP 

		300
	300

	 Short Term Borrowing - Subtotal 

	3,258
	28,853
	32,111

	 Long Term - Bank 

	18,317
		18,317

	 Long Term - Leasing & HP 

		344
	344

	 Long Term Borrowing - Subtotal 

	18,317
	344
	18,661

	 

			
	 Total Borrowing 

	21,575
	29,197
	50,772


	


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 2012.
9. 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.
10. 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.
11. Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the financial year ended 30 June 2011 was not qualified.

12. Dividend Payable

On 29 August 2012, the Company has declared a 1st interim dividend of 2 sen per ordinary share (single tier) for the financial year ending 30 June 2013, which will be payable in September 2012.
13. 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.

	The company’s share split exercise was finalized on 6 January 2011. The basic earnings per share after the share split is restated and presented below:

 

3 mths ended

Year-to-date ended

 

30-Jun-12

30-Jun-11

30-Jun-12

30-Jun-11

 

RM'000

RM'000

RM'000

RM'000

Profit attributable to ordinary equity holders of the parent

15,076
18,076
94,860
75,295
 

3 mths ended

Year-to-date ended

 

30-Jun-12

30-Jun-11

30-Jun-12

30-Jun-11

Weighted average number of ordinary shares in issue

657,909,500

657,909,500

657,909,500

657,909,500

 

 

 

 

 

 

3 mths ended

Year-to-date ended

 

30-Jun-12

30-Jun-11

30-Jun-12

30-Jun-11

Basic earnings per share for:

 

 

 

 

Profit from continuing operations

   2.29  sen

     2.75    sen

     14.42  sen

     11.44  sen

(Loss)/Profit from discontinued operations 

     -    sen

       -       sen

     -         sen

         -      sen

Profit for the period

   2.29  sen
     2.75    sen

     14.42  sen

     11.44  sen

 

 

 

 

 




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

14. Note to the Statement of Comprehensive Income

	
	3 mths ended

30 June 2012
	Year-to-date ended

30 June 2012

	
	RM’000
	RM’000

	The following items have been charged / (credited) in arriving profit from operations:



	Interest income
	(574)
	(2,405)

	Fair value (gain)/loss on financial assets on fair value through profit or loss
	(29)
	(44)

	(Gain) / Loss on foreign exchange
	(431)
	(215)

	Royalty income
	(533)
	(2,087)

	Franchising fees received
	(88)
	(428)

	Membership fees received
	(324)
	(1,438)

	Insurance claims
	(28)
	(63)

	Rental income
	(26)
	(104)

	Depreciation and amortisation
	4,827
	20,404

	Interest Expense
	535
	2,324

	Provision for inventories written off and written down to net realisable value
	2,744
	7,333


15. 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 August 2012.
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		Continuing operations and discontinued operations

				Quarter ended		Quarter ended

				30-Jun-12		31-Mar-12

				RM'000		RM'000

		Revenue		168,623		176,006

		Profit/(Loss) before taxation		22,802		31,928
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				3 months ended				Year to date ended

				30-Jun-12		30-Jun-11		30-Jun-12		30-Jun-11

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

		Current tax:

		Malaysian tax		6,742		5,473		34,328		27,768

		Foreign tax		80		28		246		365

				6,822		5,501		34,574		28,133

		Deferred tax		904		1,786		904		1,204

		Total Income tax expense		7,726		7,287		35,478		29,337






