PADINI HOLDINGS BERHAD (Company No.: 50202-A)
Date: 28.08.2013
UNAUDITED RESULTS OF THE GROUP FOR THE QUARTER ENDED 30 JUNE 2013
NOTES TO THE INTERIM CONSOLIDATED FINANCIAL REPORT

A – EXPLANATORY NOTES PURSUANT TO MFRS 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 investment property that is stated at fair value.
The interim financial statements are unaudited and have been prepared in accordance with the requirements of MFRS 134: Interim Financial Reporting and paragraph 9.22 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the financial 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 financial year ended 30 June 2012.
2. Changes in Accounting Policies
The audited financial statements of the Group for the financial year ended 30 June 2012 were prepared in accordance with FRS. Except for certain differences, the requirements under FRS and MFRS are similar. 
For the financial quarter under review, the financial statements have been prepared in accordance with MFRSs, and MFRS 1 First-time Adoption of Malaysian Financial Reporting Standards has also been applied. The MFRS has been consistently applied in its opening MFRS statements of financial position as at 1 July 2011 and throughout all financial years and quarters presented, as if these policies had always been in effect. Comparative figures for the financial year and quarter ended 30 June 2012 in these financial statements have been restated to give effect to these changes.
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:

Provision for restoration costs

Provision for restoration costs is included in the carrying amounts of furniture and fixtures. This provision is recognised in respect of the Group’s obligation to restore leased outlets to its original state upon the expiry of tenancy agreements.
The effects of the restoration costs are as per appended in the extracts from the statements of financial position and statement of profit or loss and comprehensive income in the affected periods:
	(all figures in RM’000)
	FRS as at

1 July 2011
	Effect on adoption of MFRS 
	Restated under MFRS as at 1 July 2011

	Property, Plant & Equipment
	83,621
	2,506
	86,127

	Provision for Restoration Costs
	-
	2,506
	2,506

	
	
	
	

	(all figures in RM’000)
	FRS as at

30 June 2012
	Effect on adoption of MFRS
	Restated under MFRS as at 30 June 2012

	Property, Plant & Equipment
	90,261
	2,885
	93,146

	Deferred Tax Assets
	1,324
	166
	1,490

	Retained Earnings
	271,780
	(720)
	271,060

	Provision for Restoration Costs
	-
	3,845
	3,845

	Deferred Tax Liabilities
	2,249
	(74)
	2,175


Extract from the financial year ended 30 June 2012:

	(all figures in RM’000)
	Previously reported under FRS
	Effect of Adoption of MFRS
	Restated under MFRS

	
	
	 Reclassification of Revenue *
	Reclassification of administration and selling expenses *
	Provision of Restoration Costs
	

	Revenue
	723,411
	2,701
	
	
	726,112

	Administration Costs
	(48,092)
	
	(7,284)
	
	(55,376)

	Selling & Distribution Costs
	(174,812)
	(2,701)
	7,284
	(685)
	(170,914)

	Finance Costs
	(2,328)
	
	
	(275)
	(2,603)

	Profit Before Tax
	130,649
	
	
	(960)
	129,689

	Tax
	(34,648)
	
	
	240
	(34,408)

	Profit for the financial year
	96,001
	
	
	(720)
	95,281


*  Upon transition to MFRSs, the Group reclassified credit card commission of RM2,700,636 from revenue to selling and 

   distribution costs to comply with MFRS 118 Revenue. Credit card commission have been presented under selling and 

   distribution costs.  
* Upon transition to MFRSs, the Group re-presented the selling and distribution costs and administrative expenses, which could 
  provide a better presentation of the expenses in accordance to their actual nature.
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 2013
(RM ‘000)

	Total Retained Profits:

–Realised
	532,793

	–Unrealised
	1,895

	
	534,688

	Less: Consolidation Adjustments
	(230,907)

	
	303,781


4. Segmental Information
Segment analysis for the financial year ended 30 June 2013 is set out below:
	
	[----------------------------------Garments --------------------------------------]
	Management service & Investment Holding
	
	
	

	2013
	Padini Corporation
	Seed
	Mikihouse
	Yee Fong Hung
	Vincci
	Padini Dot Com
	Padini Holdings
	Others
	Elimination
	Total

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	
	
	

	Total revenue
	            245,775 
	         87,026 
	             27,902 
	         194,763 
	           223,728 
	           83,856 
	           125,435 
	                10,311 
	                     (209,030)   
	        789,765 

	Interest income
	                 363 
	            188 
	                  46 
	              479 
	                532 
	             968 
	                217 
	                      -   
	                   -   
	         2,793 

	Finance costs
	              (276)
	         (232)
	               (17)
	           (417)
	              (433)
	               (9)
	              (587)
	                     -   
	                 -   
	       (1,971)

	Net finance income/(expense)
	                     87 
	               (44)
	                    29 
	                  62 
	                    99 
	                959 
	                 (370)
	                        -   
	                     -   
	               822 

	Depreciation
	                5,615 
	           2,375 
	                  464 
	             6,071 
	               3,935 
	             2,138 
	                  741 
	                       99 
	                     -   
	          21,438 

	Amortisation
	                     30 
	                19 
	                      5 
	                  47 
	                    22 
	                674 
	                     -   
	                         0 
	                     -   
	               797 

	Segment profit/(loss) before tax
	              40,692 
	           3,087 
	               2,964 
	           33,015 
	             29,469 
	             3,562 
	           128,023 
	                  1,749 
	         (124,953)
	        117,607 

	Income tax (expense)/income
	              11,260 
	           1,118 
	                  809 
	             9,243 
	               7,602 
	             1,033 
	                     -   
	                  1,188 
	                     -   
	          32,253 

	
	
	
	
	
	
	
	
	
	
	

	Additions to non-current assets other than financial instruments and deferred tax assets
	                4,805 
	           1,832 
	                  571 
	             3,987 
	               3,403 
	             2,028 
	                      2 
	                       43 
	                     -   
	          16,671 

	Segment assets
	162,809 
	         49,368 
	             15,814 
	           71,180 
	             99,634 
	           89,825 
	           415,771 
	                20,976 
	         (413,211)
	        512,167 

	
	
	
	
	
	
	
	
	
	
	

	Segment liabilities
	            96,592 
	       19,357 
	             4,126 
	         31,535 
	           36,887 
	       77,851 
	           25,169 
	                2,252 
	      (153,711)
	     140,058 


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 2013.
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.
The second 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 28 November 2012 was paid on 31 December 2012.
The third 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 26 February 2013 was paid on 27 March 2013.
The fourth 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 30 May 2013 was paid on 28 June 2013.

9. Valuations of property, plant and equipment and intangible assets
Property, plant and equipment and intangible assets are stated at cost less accumulated depreciation, amortisation and impairment loss, if any.
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 2013, the Group does not have any outstanding capital commitments.
14. 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

15. Performance Review
For the quarter under review, Revenues have risen year-on-year by RM7.5 million (4.4%) to RM177 million and this was due mainly to the Padini Concept Stores and Brands Outlet Stores that were opened during the last quarter of the previous financial year making a full fourth quarter’s contribution for the 2013 financial year. Year-to-date, revenues for the Group rose by 8.8% year-on-year even as exports declined by about RM5.9 million over the same periods.
In contrast to those recorded in the previous year’s corresponding quarter, operating expenses for the quarter reviewed have increased by about RM7.9 million. This had come about primarily because of the rise in expenses associated with the increased gross floor area operated during the quarter; in part, the adoption of the MFRS relating to a provision for restoration costs for our leased shop-lots was also responsible for about RM1.3 million of the stated increase. The relatively higher increase in operating expenses vis-à-vis the growth in Revenues resulted in Profit before tax for the quarter considered declining marginally by 1.6% year-on-year. 
16. Comment on Material Change in Profit Before Taxation


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

Quarter ended Quarter ended

30-Jun-13 31-Mar-13

RM'000 RM'000

Revenue 177,037 203,990

Profit/(Loss) before taxation 21,792 33,545


Compared to the previous quarter, Revenues for the quarter under review had declined by RM27 million (13%) and this was mainly due to the Chinese New Year festive season of the previous quarter. The reduction in Revenues and a 3.8% contraction in the gross margins earned quarter-on-quarter caused Profit before tax for the quarter to contract by RM11.8million (35%). The fall in gross margins earned quarter-on-quarter reflected the increased promotional activities typical of the financial year’s fourth quarter. At the same time, the charge made for the provision for restoration costs further dampened the Profits before tax.
17. Commentary on Prospect
While the 2013 financial year had seen a year-on-year decline of about 10.4% in the size of the Group’s Profits after tax, we continue to remain optimistic of the opportunities available within the domestic market. Though there have been doubts about our ability to compete effectively with the increased competition brought about by the recent arrival of several iconic foreign brands, we have always maintained that unlike them, our advantage lies in the fact that we serve a considerably larger spectrum of market segments and over a far wider geographical distribution of the segments themselves. Indeed given our focus and understanding of the sectors that we operate in, we are confident that our prospects remain vibrant.
18. 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.

19. Income Tax Expense


[image: image2.emf]30-Jun-13 30-Jun-12 30-Jun-13 30-Jun-12

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

Current tax:

Malaysian tax 5,817 5,927 31,071 33,513

Foreign tax 116 64 235 230

5,933 5,991 31,306 33,743

Deferred tax 193                  665                  946                  665                 

Total Income tax expense 6,126 6,656 32,252 34,408

3 months ended Year to date ended


The effective tax rate for the current quarter is at 28% due to non-qualifying expenses. 
20. Sale of Unquoted Investments and Properties

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

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

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

The Group borrowings as at 30 June 2013 comprise the following:

	 

	Secured Debt

	Unsecured Debt

	Total


	 

	(RM'000)

	(RM'000)

	(RM'000)


	 Short Term - Bank 

	2,441
	16,044
	18,485

	 Short Term - Leasing & HP 

		241
	241

	 Short Term Borrowing - Subtotal 

	2,441
	16,285
	18,726

	 Long Term - Bank 

	16,791
		16,791

	 Long Term - Leasing & HP 

		447
	447

	 Long Term Borrowing - Subtotal 

	16,791
	447
	17,238

	 

			
	 Total Borrowing 

	19,232
	16,732
	35,964


	


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 2013.
24. Financial Instruments

As at the date of this report, the Group does not have any financial instruments.
25. 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.
26. 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.

27. Dividend Payable

On 28 August 2013, the Company has declared a 1st interim dividend of 2.5 sen per ordinary share (single tier) for the financial year ending 30 June 2014, which will be payable in September 2013.
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

	Year-to-date ended


	 

	30-June-13
	30-June-12
	30-June-13
	30-June-12

	 

	RM'000

	(Restated)

RM'000

	RM'000

	(Restated)

RM'000


	Profit attributable to ordinary equity holders of the parent

	15,667
	15,497
	85,354
	95,281

	 

	3 mths ended

	Year-to-date ended


	 

	30-June-13
	30-June-12
	30-June-13
	30-June-12

	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-June-13

	30-June-12

(Restated)
	30-June-13

	30-June-12

(Restated)

	Basic earnings per share for:

	 

	 

	 

	 


	Profit from continuing operations

	   2.38  sen

	     2.36    sen

	     12.97  sen

	      14.48 sen


	(Loss)/Profit from discontinued operations 

	     -    sen

	       -       sen

	          -     sen

	         -     sen


	Profit for the period

	   2.38  sen

	     2.36    sen

	     12.97  sen

	      14.48 sen


	 

	 

	 

	 

	 



	


(b)
Diluted
The diluted EPS is not applicable to the Group.
29. Note to the Statement of profit or loss and other comprehensive Income

	
	3 mths ended

30 June 2013
	Year-to-date ended

30 June 2013

	
	RM’000
	RM’000

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



	Interest income
	(955)
	(2,793)

	Fair value (gain)/loss on financial assets on fair value through profit or loss
	(28)
	(61)

	(Gain) / Loss on foreign exchange
	(371)
	558

	Royalty income
	583
	2,060

	Rental income
	70
	279

	Depreciation and amortisation
	6,026
	22,235

	Interest Expense
	361
	1,528

	Inventories written down to net realisable value and provision for inventories written off


	1,914
	9,971


30. 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 August 2013.
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		Continuing operations and discontinued operations

				Quarter ended		Quarter ended

				30-Jun-13		31-Mar-13

				RM'000		RM'000

		Revenue		177,037		203,990

		Profit/(Loss) before taxation		21,792		33,545
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				3 months ended				Year to date ended

				30-Jun-13		30-Jun-12		30-Jun-13		30-Jun-12

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

		Current tax:

		Malaysian tax		5,817		5,927		31,071		33,513

		Foreign tax		116		64		235		230

				5,933		5,991		31,306		33,743

		Deferred tax		193		665		946		665

		Total Income tax expense		6,126		6,656		32,252		34,408






