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

Notes to the financial report for the quarter ended 30 June 2012
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 2011. 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 2011.

Malaysia Financial Reporting Standards ("MFRS")
The Malaysian Accounting Standards Board ("MASB") had on 19 November 2011 issued a new MASB approved accounting framework, the Malaysia Financial Reporting Standards (“MFRS”) which are mandatory for annual financial periods beginning on or after 1 January 2012 with the exception of entities that are within the scope of MFRS 141 Agiculture and IC Interpretation 15 Agreements for Construction of Real Estate, including its parent, significant investor and venture (herein referred to as ("Transitioning Entities').  
Transitioning Entities will be allowed to defer adoption of the new MFRSs for an additional one year. Consequently, adoption of the MFRSs by Transitioning Entities will be mandatory for annual period beginning on or after 1 January 2013. The Group falls within the definition of Transitioning Entities and has opted to defer adoption of the new MFRS framework to 1 January 2013. Accordingly, the Group will be required to prepare its first MFRS financial statements for the year ending 31 December 2013. 

The Group falls within the definition of Transitioning Entities and has opted to defer adoption of the new MFRS framework to 1 January 2013. Accordingly, the Group will be required to prepare its first MFRS financial statements for the year ending 31 December 2013.
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.
7.
Dividends Paid
There was no dividend paid during the current quarter and financial year-to-date. 
8.
Segmental Reporting


Analysis By Business Segments

	
	3 months ended
	6 months ended

	
	
	(Restated)
	
	(Restated)

	
	30.6.2012
	30.6.2011
	30.6.2012
	30.6.2011

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

	Segment Revenue
	
	
	
	

	Revenue from continuing operations:
	
	
	
	

	Manufacturing
	     42,375
	     45,974
	     85,421
	     98,003

	Integrated Poultry Operation
	48,677
	59,220
	95,711
	116,687

	Others
	   
	  
	   
	  

	Total revenue including inter-segment sales
	        91,052
	         105,194
	        181,132
	         214,690

	Eliminations of inter-segment sales
	         (36,714)
	         (41,695)
	         (74,473)
	         (81,737)

	Total
	54,338
	63,499
	106,659
	132,953

	
	
	
	
	

	Segment Result
	
	
	
	

	Results from continuing operations:
	
	
	
	

	Manufacturing
	2,003
	1,835
	3,995
	4,211

	Integrated Poultry Operation
	757
	913
	(2,704)
	2,742

	Others
	(110)
	(57)
	(127)
	(83)

	
	2,650
	2,691
	1,164
	6,870

	Eliminations
	(173)   
	333     
	(48)   
	(25)     

	
	2,477  
	3,024       
	1,116  
	6,845       

	Result from discontinued operations:
	(49)
	1,044
	(51)
	1,093

	Total
	2,428
	4,068
	1,065
	7,938

	Interest Income
	0
	(118)
	1
	(36)

	Interest expense
	    (1,075)
	    (1,409)
	    (2,251)
	    (2,789)

	Profit before tax
	1,353
	2,541       
	(1,185)
	5,113       

	Taxation
	    (210)
	    (520)
	    (428)
	    (1013)

	Profit for the period
	1,143
	2,021     
	(1,613)
	4,100     


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

The Group reported lower revenue for the quarter and financial year ended 30 June 2012 compared with corresponding period of preceding year as revenue decreased by 14.4% and 19.8% respectively from RM63.5 million and RM133.0 million to RM54.3 million and RM106.7 million. The lower revenue was mainly due to impact of lower trading of raw material and lower selling price of broiler during the period.
Group revenue for the quarter was higher by 3.9% at the back of higher selling price of broiler compared with immediate preceding quarter.
The Group incurred losses before tax from continuing operation of RM1.1 million for the financial year ended 30 June 2012 compared with RM4.0 million profit before tax from continuing operation (‘PBT’) recorded for the corresponding period of preceding year as profitability was affected by lower selling price of broiler.
The lower selling price of broiler also affected the PBT for the quarter under review as PBT dropped 6.3% from RM1.5 million to RM1.4 million for corresponding period of preceding year.    
Revenue attributable to integrated poultry segment for the quarter and year to 30 June 2012 from corresponding period of preceding year was lower by 18.0% as revenue continued to be affected by weak broiler price due to price competition in an oversupplied market especially in the first quarter of the financial year. As a result, loss attributable to the segment for the financial year to 30 June 2012 was RM2.7 million compared with profit of RM2.7 million for the corresponding period of preceding year. Nevertheless, the segment improved on the result of the immediate preceding quarter by registering a profit before interest and tax of RM0.8 million.
The Group’s feed segment reported lower sales revenue and profit before tax during the quarter compared with the corresponding period of preceding year mainly due to lower trading activities of raw material.      

2.
Variation of Results for the Quarter Compared with the Preceding Quarter

The Group posted profit before tax from continuing operation of RM1.4 million compared with losses before tax from continuing operation of RM2.5 million. The better result was contributed by improved selling price of broiler during the quarter compared with the preceding quarter.

3.
Current Year Prospects 

The Group view the financial year ending 31 December 2012 as challenging in view of the depressed macroeconomic environment and great uncertainty which continues to negatively affect local consumer consumption. Commodity price of raw material remains elevated since the beginning of the year and this has squeezed the broilers profit margin. Nevertheless, despite the adverse impact of external factors, the Group is confident it will remain competitive from a more streamlined and integrated operations put in place in financial year 2012.
4.
Profit Forecast
Not applicable.

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

	
	Year
	Year

	
	To Date
	Quarter

	
	30-6-2012 
	30-6-2012 

	
	RM ‘000
	RM ‘000

	
	
	

	Interest income
	               1   
	               -

	Other Income (including investment income)
	           137 
	             11 

	Interest expense
	(2,251)
	(1,075)

	Depreciation and amortisation charged 
	(6,001)
	(2,828)

	Provision for and write off of receivables 
	               -   
	               -   

	Provision for and write off of inventories
	               -   
	               -   

	Gain / (Loss)  on disposal of property, plant and equipment
	32 
	(41) 

	Profit on disposal of quoted or unquoted investment or properties
	189 
	4 

	Impairment of assets 
	-
	-

	Foreign exchange gain/(loss) 
	132
	(48)

	Fair value gain on derivative instruments 
	               -   
	               -   

	Exceptional items
	               -   
	               -   


6.
Taxation

	

	
	Individual Quarter
	Cumulative Quarters

	
	
	Current Year Quarter
	Preceding Year Corresponding

Quarter
	
	Current Year To Date


	
	Preceding Year Corresponding Period

	
	
	30-6-2012
	
	30-6-2011
	
	30-6-2012
	
	30-6-2011

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

	
	
	
	
	
	
	
	
	

	Current 

Taxation


	
	443                 
	
	684                 
	
	704                 
	
	1,456                 

	Deferred Taxation                                                  
	
	(233)
	
	(164)
	
	(276)
	
	(443)

	Total
	
	210
	
	520
	
	428
	
	1,013


The Group’s effective tax rate for the current quarter and financial period ended 30 June 2012 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 Nutrifeed Sdn Bhd has disposed of shares quoted outside Malaysia at carrying amount of RM2.289 million for RM2.478 million during the financial year to date. Profit arising from the disposal was RM0.189 million.
The investment cost of the quoted securities as at end of current financial period is RM6.294 million and is carried at fair value of RM6.603 million.  
9.
Status of Corporate Proposals Announced but Not Completed

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

10.
Borrowings


Group borrowings as at 30 June 2012 are as follows: -

	
	
	30-6-2012
	
	31-12-2011

	
	
	RM’000
	
	RM’000

	Short term borrowings
	
	
	
	

	Secured
	
	23,003 
	
	26,748 

	Unsecured
	
	48,749
	
	47,781

	
	
	71,752
	
	74,529

	
	
	
	
	

	Long term borrowings 
	
	
	
	

	Secured
	
	9,555
	
	10,584

	Unsecured
	
	0
	
	0

	
	
	9,555
	
	10,584

	
	
	
	
	

	
	
	81,307
	
	85,113


          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.
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 

30-6-2012

	
	Cumulative Current Year To Date

30-6-2012
	
	Individual Preceding Year Quarter 

30-6-2011
(Restated)

	
	Cumulative Preceding Year To Date

30-6-2011
(Restated)


	Profit/(loss) for the period from continuing operation  (RM’000)
	1,192

	
	(1,562)


	
	977

	
	3,007


	Profit/(loss) for the period from discontinued operation (RM’000)
	(49)


	
	(51)


	
	1,044

	
	1,093


	 Profit/(loss) for the period (RM’000) 
	1,143

	
	(1,613)

	
	2,021

	
	4,100


	
	
	
	
	
	
	
	

	Weighted average number of ordinary shares in issued
	59,690,750
	
	59,690,750
	
	59,777,750
	
	59,777,750

	Basic earnings per share from continuing operation (sen)
	2.00

	
	(2.62)


	
	1.63

	
	5.03


	Basic loss per share from discontinued operation (sen)
	(0.08)


	
	(0.09)


	
	1.75

	
	1.83


	Basic earning per share for the period (sen)
	1.91

	
	(2.70)

	
	3.38

	
	6.86



15.
Realised and Unrealised Profits/Losses
The retained earnings as at 30 June 2012 and 31 December 2011 is analysed as follow:
	
	
	As at
30-6-2012
	
	As at
31-12-2011


	
	
	RM’000
	
	RM’000

	Realised
	
	94,837
	
	95,164

	Unrealised
	
	(10,728)
	
	(12,326)

	
	
	84,109
	
	82,838

	Consolidation adjustments
	
	(29,748)
	
	(28,578)

	
	
	54,361
	
	54,259


By Order of the Board
Ch’ng Lay Hoon

Company Secretary

Dated this 28th day of August 2012
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