PADINI HOLDINGS BERHAD (Company No.: 50202-A)
Date: 28.11.2012
UNAUDITED RESULTS OF THE GROUP FOR THE QUARTER ENDED 30 SEPTEMBER 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 2012. 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 2012.
2. Changes in Accounting Policies
The audited financial statements of the Group for the year ended 30 June 2012 were prepared in accordance with FRS. Except for certain differences, the requirements under FRS and MFRS are similar. The significant accounting policies adopted in preparing these interim financial statements are consistent with those of the audited financial statements for the financial year ended 30 June 2012 other than the following:

Investment in subsidiaries

In the previous years, the Company measured investment in subsidiaries at fair value. Upon transition to MFRS, the Company has elected to measure its investment in subsidiaries using the cost model. At the date of transition to MFRS, the Company elected to regard the fair value of investment in subsidiaries as deemed cost. 

The change has no impact to the Group’s consolidated financial statements.
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 September 2012
(RM ‘000)

	Total Retained Profits:

–Realised
	317,451

	–Unrealised
	30

	
	317,481

	Less: Consolidation Adjustments
	(33,402)

	
	284,079


4. Segmental Information
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 September 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 first interim dividend of 2 sen per ordinary share (single tier) amounting to RM13,158,190  for the financial year ending 30 June 2013 that was declared on 29 August 2012 was paid on 28 September 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 2012.
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 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 September 2012 is as follows:
	
	
	RM’000

	Secured – Freehold Land and building pledged to bank for term loan
	
	23,050

	Unsecured – Corporate Guarantees to banks and financial institutions for banking facilities granted to certain subsidiary companies
	
	59,000

	Unsecured – Guarantee and Indemnity issued to the landlord of a subsidiary companies pertaining to its non-cancellable lease commitment
	
	14,447

	
	
	107,836

	
	
	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.
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 RM22.9 million (12.9%) to RM201.1 million and gross profits have risen by RM5.8 million (6.7%). Despite the increase in the absolute gross profits generated, gross profit margins earned during the quarter have actually declined by 2.7%, and this was caused primarily by increased discounting activities conducted during the quarter reviewed. Coupled with operating expenses having risen relatively more than the increase in revenues, profit before taxation fell by 5.3% (or RM1.9 million). The relatively larger increase in operating expenses over that of revenues is due to the fact that the growth in sales revenues from the new shops opened recently has been lagging when compared to the expenses incurred to operate those new stores.  
1. Comment on Material Change in Profit Before Taxation


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

Quarter ended Quarter ended

30-Sep-12 30-Jun-12

RM'000 RM'000

Revenue 201,056 168,623

Profit/(Loss) before taxation 34,791 22,802


Compared to the previous quarter, Revenues for the quarter under review had increased by RM32.4 million (19.2%) and the Profit before taxation by RM12 million (52.6%). The increases were expected as the quarter under review had the advantage of the increased sales and promotional activities conducted in conjunction with the Hari Raya Aidilfitri and National Day celebrations. Furthermore the April-June quarter has always been traditionally the weakest quarter of the Group’s financial year.
2. Commentary on Prospect

Based upon the observations gathered thus far, it would seem that retail environment, especially for the apparels and footwear retail sub-sector, would remain challenging in the months ahead, the coming Christmas and Chinese New Year seasons notwithstanding. The macro-economic landscape has been trying for a long time now and with no end in sight. The Eurozone debt crisis remains unresolved, recovery in the US is plagued with structural difficulties, and the sluggish state of the Chinese economy has become a very real concern. While these macro issues may not impact directly on the apparels and footwear retail subsector, they do have considerable knock-on effects because they do influence the other major sectors of the domestic economy. Our products are not single use products and hence do not require constant replenishment; thus when economic sentiment is weak, spending on such items is very likely to be the first to be affected. That being said, it must be stressed that our track record is sound, and we are confident that the diversity of our products, the wide spectrum of market segments that our products serve, and the wide geographical spread of our distribution network should provide us with the resilience needed during times of adversity.
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-Sep-12 30-Sep-11 30-Sep-12 30-Sep-11

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

Current tax:

Malaysian tax 9,280 9,730 9,280 9,730

Foreign tax 54 64 54 64

9,334 9,794 9,334 9,794

Deferred tax (88)                   -                   (88)                   -                  

Total Income tax expense 9,246 9,794 9,246 9,794

3 months ended Year to date ended


The effective tax rate for the current quarter is at 26.6% due to non qualifying expenses and deferred tax liability. 
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 September 2012 comprise the following:

	 

	Secured Debt

	Unsecured Debt

	Total


	 

	(RM'000)

	(RM'000)

	(RM'000)


	 Short Term - Bank 

	3,258
	20,478
	23,736

	 Short Term - Leasing & HP 

		272
	272

	 Short Term Borrowing - Subtotal 

	3,258
	20,750
	24,008


	 Long Term - Bank 

	17,744
		17,744

	 Long Term - Leasing & HP 

		285
	285

	 Long Term Borrowing - Subtotal 

	17,744
	285
	18,029

	 

			
	 Total Borrowing 

	21,002
	21,035
	42,037


	


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 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 2012 was not qualified.

12. Dividend Payable

On 28 November 2012, the Company has declared a 2nd interim dividend of 2 sen per ordinary share (single tier) for the financial year ending 30 June 2013, which will be payable in December 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-Sept-12

30-Sept-11

30-Sept-12

30-Sept-11

 

RM'000

RM'000

RM'000

RM'000

Profit attributable to ordinary equity holders of the parent

25,457
26,946
25,457
26,946
 

3 mths ended

Year-to-date ended

 

30-Sept-12

30-Sept-11

30-Sept-12

30-Sept-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-Sept-12

30-Sept-11

30-Sept-12

30-Sept-11

Basic earnings per share for:

 

 

 

 

Profit from continuing operations

   3.88  sen

     4.10    sen

     3.88  sen

       4.10  sen

(Loss)/Profit from discontinued operations 

     -    sen

       -       sen

     -      sen

         -      sen

Profit for the period

   3.88  sen

     4.10    sen

     3.88  sen

       4.10  sen

 

 

 

 

 




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

14. Note to the Statement of Comprehensive Income

	
	3 mths ended

30 September 2012
	Year-to-date ended

30 September 2012

	
	RM’000
	RM’000

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



	Interest income
	(597)
	(597)

	Fair value (gain)/loss on financial assets on fair value through profit or loss
	(28)
	(28)

	(Gain) / Loss on foreign exchange
	809
	809

	Royalty income
	540
	540

	Rental income
	69
	69

	Depreciation and amortisation
	5488
	5488

	Interest Expense
	405
	405


Inventories written down to net realizable values and provision for 
inventories written off






  2846

             2846
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 28 November 2012.
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		Continuing operations and discontinued operations

				Quarter ended		Quarter ended

				30-Sep-12		30-Jun-12

				RM'000		RM'000

		Revenue		201,056		168,623

		Profit/(Loss) before taxation		34,791		22,802
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				3 months ended				Year to date ended

				30-Sep-12		30-Sep-11		30-Sep-12		30-Sep-11

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

		Current tax:

		Malaysian tax		9,280		9,730		9,280		9,730

		Foreign tax		54		64		54		64

				9,334		9,794		9,334		9,794

		Deferred tax		(88)		- 0		(88)		- 0

		Total Income tax expense		9,246		9,794		9,246		9,794






