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PW CONSOLIDATED BHD. (420049-H)
 (Incorporated in Malaysia)

Notes to the financial report for the quarter ended 31 December 2011
A.
DISCLOSURE REQUIREMENTS AS PER FRS 134

1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with FRS 134 - Interim Financial Reporting and Chapter 9 Part K Para 9.22 of the Bursa Malaysia Listing Requirements.

This interim financial report should be read in conjunction with the audited financial statements for the year ended 31 December 2010. These explanatory notes attached to the interim financial report 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 31 December 2010.

2.
Auditors’ Report of the Preceding Annual Financial Statements

There was no qualification on the Group’s preceding annual financial statements.

3.
Seasonal or Cyclical Factors

The business of the Group was not affected by any significant seasonal or cyclical factors in this quarter. 

4.
Unusual Items 
There were no items affecting assets, liabilities, equity, net income, or cash flow that are unusual because of their size, or incidence.

5.
Material Changes in Estimates

There was no material changes in the estimates of amounts reported in prior interim periods of the current financial year or in prior financial years.

6.
Debt and Equity Securities, Share Buy-backs, Share Cancellations and Treasury Shares

There was no issuance, cancellations, repurchases, resale and repayments of debts and equity security during the period under review except the repurchase of 87,000 of its issued ordinary shares from open market at an average price of RM0.41 per share.
7.
Dividends Paid                                                                                 
The Company paid first Interim tax exempt dividend of 4 sen per ordinary share of RM1.00 each amounting to RM2,387,630 during the current quarter and financial year-to-date.
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8.
Segmental Reporting


Analysis By Business Segments

	
	3 months ended
	12 months ended

	
	
	(Restated)
	
	(Restated)

	
	31.12.2011
	31.12.2010
	31.12.2011
	31.12.2010

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

	Segment Revenue
	
	
	
	

	Revenue from continuing operations:
	
	
	
	

	Manufacturing
	     52,095
	     48,557
	     194,126
	     202,526

	Integrated Poultry Operation
	52,283
	50,432
	235,419
	218,879

	Others
	   2,376  
	 1,794
	   2,376
	   1,968

	Total revenue including inter-segment sales
	         106,754
	         100,783
	         431,921
	        423,373

	Eliminations of inter-segment sales
	         (45,215)
	         (44,962)
	         (166,750)
	         (160,867)

	
	61,539
	55,821      
	265,171
	262,506      

	Revenue from discontinued operations:
	(7)
	1,299
	2,221
	12,266

	Total
	61,532     
	57,120      
	267,392      
	274,772      

	
	
	
	
	

	Segment Result
	
	
	
	

	Results from continuing operations:
	
	
	
	

	Manufacturing
	2,242
	3,258
	7,675
	9,227

	Integrated Poultry Operation
	(898)
	744
	5,021
	4,280

	Others
	695
	1,896
	(185)
	1,279

	
	2,035
	5,898
	12,511
	14,787

	Eliminations
	(1,175)
	(2,520)
	(1,095)   
	(2,024)     

	
	864
	3,378
	11,415  
	12,762

	Result from discontinued operations:
	(79)
	(4,237)
	958
	(5,848)

	Total
	785
	(859)
	12,373
	6,914

	Interest Income
	1
	79
	(35)
	357

	Interest expense
	    (1,303)
	    (1,828)
	    (5,375)
	    (6,286)

	Profit before tax
	(517)
	       (2,608)
	6,963
	       985

	Taxation
	    (375)
	574      
	    (2,397)
	(876)       

	Profit for the period
	(892)
	     (2,034)
	4,566
	     109

	Minority interest
	          0
	0          
	          0
	54          

	Net profit for the year
	(892)        
	        (2,034)
	4,566         
	          162


PW - 2

Segmental information on geographical locations has not been prepared as the Group’s activities are all based in Malaysia.

9.
Valuation of Property, Plant and Equipment

The valuations of property, plant and equipment have been brought forward without any amendments from previous annual financial statements.

10.
Subsequent Events

There were no material events subsequent to the end of the interim period that has not been reflected in the financial statements for the interim period.

11.
Changes in the Composition of the Group

There has been no change in the composition of the Group for this quarter and financial year-to-date.

12.
Contingent Liabilities and Contingent Assets

The corporate guarantees issued by the Company for the banking facilities granted to its subsidiaries totalled RM153.700 million as at the date of issue of this report.

B.
ADDITIONAL INFORMATION REQUIRED BY THE BURSA SECURITIES LISTING REQUIREMENTS

1.
Review of Performance

Group revenue for continuing operation for year to 31 December 2011 rose 1.0% as revenue increased from RM262.5 million corresponding period of preceding year to RM265.2 million. Revenue for the quarter of RM63.8 million was lower by 8.6% and 7.2% respectively compared with RM69.8 million and RM68.7 million recorded in the corresponding period of preceding year and immediate preceding period mainly due to comparatively lower selling price of broiler and sales volume during the reporting quarter.
Profit before tax (‘PBT’) from continuing operation for year to 30 December 2011 for the Group decreased by 12.1% from RM6.8 million to RM6.0 million in corresponding period of preceding year. The Group recorded a loss of RM0.4 million during the quarter under review compared with profit of RM1.6 million in the corresponding period of preceding year mainly due to provision of impairment for assets and impact of lower selling price of broiler and sales volume. 
Revenue attributable to poultry segment for year to 31 December 2011 rose 13% from corresponding period of preceding year at the back of higher selling price of broiler during the year. However quarterly revenue to 31 December 2011 was affected by lower sales volume and resulted in 6% decrease compared with corresponding period of preceding year. Profit before tax for the year to 31 December 2011 also increased by 17% inline with the increase in sales volume while the segment incurred losses as a result of lower selling price of broiler especially in December 2011. 
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In the feed manufacturing segment, year to 31 December 2011 and quarterly revenue derived from external sales dropped 43% and 21% respectively when compared with corresponding period of preceding year mainly due to lower volume of raw material sales despite increase in volume of contract milling. PBT for feed segment in the year and quarter to 31 December 2011 was lower compared with corresponding period of preceding year due to comparatively higher cost during the quarter.
2.
Variation of Results for the Quarter Compared with the Preceding Quarter

The Group posted loss before tax of RM0.4 million from continuing operation for the quarter under review compared with immediate preceding quarter which recorded profit of RM2.5 million as a result of comparatively lower selling price and sales volume of broilers.
3.
Current Year Prospects 

The Group view the financial year ending 31 December 2012 as challenging in view of the depressed macroeconomic environment which is expected to hamper local consumer consumption. However the slower global economic growth may also reduce the prospect of raw material cost increase although the risk of price spike shall not be discounted due to adverse weather or geopolitical factors in producing countries. We also expect the market price of broiler will continue to be affected by disequilibrium between supply and demand. Nevertheless, the Group is optimistic that the Group will perform well in the financial year ending 31 December 2012 at the back of strong farm performance.   
4.
Profit Forecast

Not applicable

5.
Profit for the period
Profit for the period is arrived at after crediting/(charging):-

	
	Current Year

To Date
	Current Year Quarter

	
	31-12-2011 
	31-12-2011 

	
	RM ‘000
	RM ‘000

	Interest income
	(35)
	               -   

	Other Income (including investment income)
	               73 
	               64 

	Interest expense
	(5,375)
	(1,303)

	Depreciation and amortisation charged 
	(14,231)
	(4,168)

	Provision for and write off of receivables 
	(108)
	               -   

	Provision for and write off of inventories
	               -   
	               -   

	Gain on disposal of property, plant and equipment
	945 
	77 

	Loss on disposal of quoted or unquoted investment or properties
	(301)
	-

	Impairment of assets 
	(924)
	(924)

	Foreign exchange (gain)/loss 
	73 
	(12)

	Fair value gain on derivative instruments 
	               -   
	               -   

	Exceptional items
	               -   
	               -   
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6.
Taxation

	

	
	Individual Quarter
	Cumulative Quarters

	
	
	Current Year Quarter
	Preceding Year Corresponding

Quarter
	
	Current Year To Date


	
	Preceding Year Corresponding Period

	
	
	31-12-2011
	
	31-12-2010
	
	31-12-2011
	
	31-12-2010

	
	
	RM ‘000
	     RM ‘000
	
	RM ‘000
	
	RM ‘000

	
	
	
	
	
	
	
	
	

	Current 

Taxation


	
	759                 
	
	258                 
	
	3,015                 
	
	2,350                 

	Deferred Taxation                                                  
	
	(384)

	
	(832)


	
	(618)
	
	(1,474)

	Total
	
	375
	
	(574)
	
	2,397
	
	876


The Group’s effective tax rate for the current quarter and financial period ended 31 December 2011 are inconsistent with the statutory tax rate mainly due to claims of certain tax incentives under the Income Tax Act, 1967, disallowable expenses for tax purpose and losses of certain subsidiaries which cannot be set off against taxable profit made by other subsidiaries.


















7.
Profits/(Losses) on Sale of Unquoted Investments and/or Properties
There was no material disposal of unquoted investments and/or properties for the current quarter and financial year-to-date. 
8.
Quoted Investments
The Company via its wholly owned subsidiary, namely PW Nutrifarm Corporation Sdn Bhd, has on 31 March 2011 disposed off 8,000,000 ordinary shares of D.B.E. Gurney Resources Bhd acquired under debt settlement arrangement dated 10 December 2010 for the settlement of debt due from D.B.E. Poultry Sdn Bhd for a consideration of RM800,000.00. There has been no gain or loss on this disposal. 

The Company via its wholly owned subsidiary, namely PW Nutrifeed Sdn Bhd has acquired shares quoted outside Malaysia during the current financial year to date for a total consideration of RM2.2 million.
9.
Status of Corporate Proposals Announced but Not Completed

There was no corporate proposal being carried out during the period under review.
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10.
Borrowings


Group borrowings as at 31 December 2011 are as follows: -

	
	
	31-12-2011
	
	31-12-2010

	
	
	RM’000
	
	RM’000

	Short term borrowings
	
	
	
	

	Secured
	
	21,406 
	
	37,616 

	Unsecured
	
	53,166
	
	70,249

	
	
	74,572
	
	107,865

	
	
	
	
	

	Long term borrowings 
	
	
	
	

	Secured
	
	10,540
	
	5,427

	Unsecured
	
	0
	
	0

	
	
	10,540
	
	5,427

	
	
	
	
	

	
	
	85,112
	
	113,292


          All bank borrowings are in Ringgit Malaysia.

11.
Off Balance Sheet Financial Instruments
There were no financial instruments with off balance sheet risk as at the date of issue of this quarterly report.

12.
Material Litigation
Neither the Company nor its subsidiaries are engaged in any litigation or arbitration proceedings, either as plaintiff or defendant, which has a material effect on the financial position of the Group and the Directors do not know of any proceedings pending or threatened or of any fact likely to give rise to any proceedings which might materially and adversely affect the position or business of the Group.
13.
Proposed Dividends
No dividend has been recommended by the Board for the quarter and financial year to date.
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14.
Earnings/(Loss) Per Share
The basic earnings/loss per share, computed by dividing the net profit/(loss) for the period attributable to ordinary shareholders by the number of ordinary shares in issued during the financial year excluding treasury share as follow: -

	
	Individual Current Year Quarter 

31-12-2011

	
	Cumulative Current Year To Date

31-12-2011
	
	Individual Preceding Year Quarter 

31-12-2010
(Restated)

	
	Cumulative Preceding Year To Date

31-12-2010
(Restated)


	Profit/(loss) for the period from continuing operation  (RM’000)
	(813)

	
	3,608

	
	2,203

	
	6,011


	Profit/(loss) for the period from discontinued operation (RM’000)
	(79)

	
	958

	
	(4,237)


	
	(5,848)



	 Profit/(loss) for the period (RM’000) 
	(892)

	
	4,566

	
	(2,034)

	
	163


	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issued
	59,777,750
	
	59,777,750
	
	59,777,750
	
	59,777,750

	Basic earnings per share from continuing operation (sen)
	(1.36)

	
	6.04

	
	3.69

	
	10.06


	Basic loss per share from discontinued operation (sen)
	(0.13)

	
	1.60

	
	(7.09)


	
	(9.78)



	Basic earning per share for the period (sen)
	(1.49)

	
	7.64

	
	(3.40)

	
	0.27
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15.
Realised and Unrealised Profits/Losses
The retained earnings as at 31 December 2011 and 31 December 2010 is analysed as follow:

	
	
	As at
31-12-2011
	
	As at
31-12-2010


	
	
	RM’000
	
	RM’000

	Realised
	
	92,687
	
	91,996 

	Unrealised
	
	(9,893)
	
	(13,007)

	
	
	82,794
	
	78,989

	Consolidation adjustments
	
	(28,639)
	
	(29,509)

	
	
	54,155
	
	49,479


By Order of the Board
Ch’ng Lay Hoon

Company Secretary

Dated this 29th day of February 2012
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