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ZODIAC CLOTHING COMPANY LIMITED 
APTE PROPERTIES, 10/76, OFF DR. E. MOSES ROAD  

WORLI,  MUMBAI - 400 018. TEL 66677000 FAX : 56677279
Performance Review – FY 2005-06 - CONSOLIDATED

 (Rs. in Lacs)

	PARTICULARS
	CONSOLIDATED YEAR ENDED ON 31.03.06 

AUDITED
	CONSOLIDATED 

YEAR ENDED 

ON 31.03.05 

AUDITED
	GROWTH

	Net Sales 
	21535
	15615
	37.91

	Other Income
	1060
	2163
	

	Total 
	22595
	17778
	27.09

	EXPENDITURE
	
	
	

	(Increase) / decrease in stock in trade
	(416)
	(47)
	

	Consumption of raw material
	8071
	6283
	

	Purchase of Finished Goods
	1141
	761
	

	Staff cost
	3733
	3063
	

	Manufacturing and other expenditure
	7743
	6198
	

	Total Expenditure
	20272
	16258
	

	Profit before Depreciation, Interest &Tax
	2323
	1520
	52.82

	Interest
	184
	74
	

	Depreciation
	388
	174
	

	Profit before Tax
	1751
	1272
	37.66

	Provision for Taxation
	
	
	

	Tax current
	405
	453
	

	Deferred
	(29)
	(54)
	

	Fringe Benefit Tax
	38
	
	

	Net profit After Tax
	1337
	873
	53.15

	Tax adjustment in respect of previous years
	1
	
	

	Net Profit After Tax And Adjustment
	1336
	873
	


     

Performance Review – STANDALONE                                             (Rs. in Lacs)

	PARTICULARS
	NINE MONTHS
ENDED ON  
31.12.05
UNAUDITED 
	QUARTER  
ENDED ON  
 31.03.06  


 UNAUDITED 
	QUARTER  
ENDED ON  
 31.03.05  


 UNAUDITED 
	GROWTH

%
	YEAR  
ENDED ON  
31.3.06
AUDITED 
	YEAR ENDED ON 31.03.05 AUDITED
	GROWTH

%

	Net Sales 
	11975
	4791
	4197
	14.15
	16766
	15027
	11.57

	Other Income
	718
	383
	875
	
	1101
	1475
	

	Total 
	12693
	5174
	5072
	2.01
	17867
	16502
	8.27

	EXPENDITURE
	
	
	
	
	
	
	

	(Increase) / decrease in stock in trade
	(548)
	78
	173
	
	(470)
	163
	

	Consumption of raw material
	4637
	1445
	1817
	
	6082
	5831
	

	Purchase of Finished Goods
	719
	346
	164
	
	1065
	755
	

	Staff cost
	1867
	740
	755
	
	2607
	2337
	

	Manufacturing and other expenditure
	4886
	2017
	1664
	
	6903
	6060
	

	Total Expenditure
	11561
	4626
	4573
	
	16187
	15146
	

	Profit before Depreciation, Interest &Tax
	1132
	548
	499
	9.82
	1680
	1356
	23.89

	Interest
	87
	42
	11
	
	129
	72
	

	Depreciation
	163
	67
	53
	
	230
	148
	

	Profit before Tax
	882
	439
	435
	
	1321
	1136
	

	Provision for Taxation
	
	
	
	
	
	
	

	Tax current
	296
	107
	213
	
	403
	445
	

	Deferred
	7
	(28)
	(69)
	
	(21)
	(53)
	

	Fringe Benefit Tax
	24
	14
	
	
	38
	
	

	Net profit After Tax
	555
	346
	291
	18.90
	901
	744
	21.10

	Tax adjustment in respect of previous years
	
	
	
	
	1
	
	

	Net Profit After Tax And Adjustment
	555
	346
	291
	
	900
	744
	

	NOTES:-

1. The Consolidated results  for the F.Y.2005-06 and 2004-05 are not strictly  comparable because the consolidated results for the F.Y. 2004-05 was for part of the year in respect of UAE operations.

2. The Board of Directors have recommended a dividend of Rs.5/- per Equity Share in the meeting held on 29th  June 

        2006.


OVERVIEW:

For the year ended March 31st 2006, Zodiac Clothing Company Ltd. [ZCCL] has reported consolidated gross revenues of Rs.226 crores as against Rs.178 crores in the previous year, registering a growth of 27% over the previous year.   The consolidated net profit increased from Rs.8.73 crores in the previous year to Rs.13.37 crores for F.Y. 2005-06 registering an impressive growth of 53% over the previous year.  The company has been able to maintain its performance during the fiscal year 2005-06 despite intense competition in the international markets.

During the year under review the company rewarded its shareholders with a bonus issue in the ratio of 1:1.  The Board has also recommended  a dividend of Rs.5/- per share on the enhanced capital post-bonus issue, subject to the approval of the shareholders in the ensuing Annual General Meeting.

REVENUE ANALYSIS:

The consolidated  turnover of the company increased from Rs.156.15 crores in the previous year to Rs.215.35 crores in the F.Y. 2005-06. i.e. an increase of  37.91%.  On a standalone basis ZCCL  reported a turnover of Rs. 167.66 crores versus the previous year’s Rs.150.27 crores. i.e. an increase of 11.57%.  The company benefited from the balanced diversification of its export markets between USA, the EU and the U.K. as well as a small presence in Latin America and the Middle East.  The economic slowdown in Germany, which is one of our key markets, was contained due to this market diversification.

The state-of-the-art manufacturing facility acquired by the company in U.A.E. through a step down subsidiary, recorded gross revenues  of AED 4.69 crores (Rs.57.02 crores). 

ZCCL has achieved this impressive performance primarily due to three factors contributing to growth and profitability:-

a. 36% growth in branded business. Both ZODIAC & ZOD! have made significant strides at the premium end of the Indian clothing industry due to a focused marketing strategy of ZCCL’s design-led product introductions.

b. Expansion of company’s own stores have fuelled the profitability of ZCCL by delivering additional margin – we have opened 15 new stores nationally of which some have exceeded targets from the first month of operations.

c. Effective financial controls have added to efficiency and profitability.

.

De-risking:  The company continues to derisk its operations by virtue of its multiple market policy, multi-currency exposure, multi-country production facilities and the  major portion of its production being pre-sold.

OPERATIONAL ANALYSIS:

A] Consolidated:

The consolidated PBIDT margins improved by 106 basis points [10.79% - FY 2005-06 versus 9.73% for FY 2004-05].

B]  Standalone:

The standalone PBIDT margins also improved 100 basis points [10.02% for FY 2005-06  versus 9.02% for FY 2004-05].

In the export business the sales remained stable, because the company reviewed its portfolio of customers, eliminating those customers with low contribution.

The branded business has continued to grow and has recorded a growth of over   36% by virtue of growth in every segment of the Indian business, i.e. MBOs [independent retailers] with a clean track record, large organized retailers, as well as the company’s own stores, both existing as well as new.  Substantial amounts have been invested on increasing the company’s own stores.  During the F.Y. 2005-06 the company opened 15 stores.  The company proposes to open approximately 30 stores in F.Y. 2006-07 subject to the readiness of the respective Malls.

The focus on retail has yielded the company most encouraging results, both in like for like stores, as well as in the new stores.  The retail team continues to be further strengthened, to capture the potential for future growth. This, together with expansion in production capacity, has resulted in higher personnel cost

The operational expenses have been contained due to strict financial discipline adopted by the company during the year under review, which has also blunted the impact of the volatility in the forex markets.

The provision for depreciation in our standalone results has increased from Rs.1.48 crores to Rs.2.30 crores [and in respect of Consolidated results the provision for depreciation increased from Rs.1.74 crores to Rs.3.88 crores.] This is mainly due to the large investments made in expansion and upgradation of the plant and machinery, as well as opening of new stores.  This has favourably impacted the free cashflow.

However, due to fiscal discipline, better contribution and substantial growth in the domestic business PAT has increased to Rs.9 crores for the year ended 31st March 2006, as against Rs. 7.44 crores in the previous year.  The consolidated PAT also improved from Rs.8.73 crores in the previous year to Rs.13.37 crores in the F.Y. 2005-06.

The wholly owned subsidiary of the company has acquired about 70% of the new corporate office premises and efforts are being made to acquire the balance portion of the premises.  We are evaluating the possibility of opening a flagship store of the company in the new building.  When the corporate office is moved to the new premises, the company will enjoy the advantage of additional space for its growth.  Rent would be paid to the subsidiary [and reflect in the consolidated performance]. There would be a significant saving on rent paid for the existing premises.

OUTLOOK

The pressure on pricing in the export market is stabilizing due to imposition of safeguard provisions on China by the two major importing blocks viz. USA and the European Union. The rupee vis-à-vis international currencies is also presently favourable. The economic situation in Germany continues to be uncertain, although business sentiment seems to be more positive.  The Government of India had enhanced the cap on the duty drawback [although further enhancement needs to be considered].  The government has constituted a committee for examining further enhancement of duty drawback to fully reimburse the effect of all taxes on inputs and to encourage higher unit value realization].  This would favourably impact the company once it is implemented.

The company’s branded business continues to benefit from the expansion of the retail across the country, the growth of organized retail chains, the additional opening of the company’s own stores, the burgeoning middle class and their propensity to spend.

The top line and the bottom line of the company, especially in the branded business seem very promising consequently.
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