PDZ HOLDINGS BHD

Interim Report for the three months ended 30 September 2003

Notes to the Financial Information

1. Basis of preparation

This interim report is prepared in accordance with MASB 26 "Interim Financial Reporting" and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements, and should be read in conjunction with the Group's financial statements for the year ended 30 June 2003.

The accounting policies and presentation adopted for the interim report are consistent with those adopted for the annual financial statements for the year ended 30 June 2003.

2. Seasonal or cyclical factors

The Group's turnover is slightly seasonal in nature, as there are low and peak demand periods during the different months of the year. However, there is no material impact on the Group's operation.

3. Individually significant items

Individually significant items for the three months ended 30 September 2003 are as follows:


RM ’000




 Net gain on disposal of property, vessels, plant and equipment
275

4. Debt and equity securities, share buy-back and treasury shares

There was no cancellation, repurchase, resale or repayment of debt and equity securities during the period.

5. Dividend

No dividend has been declared or paid.
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6. Segmental information

Segmental information for the period is as follows:


Malaysia,

Singapore

and Brunei

RM ’000
Other

ASEAN

Region

RM ’000
Group

RM ’000






 Revenue
36,495
13,775
50,270






 Segment results
3,906
(3,576)
330

 Unallocated income


98

 Unallocated costs


(3,149)

 Loss from operations


(2,721)

 Finance cost


(185)

 Loss from ordinary activities before tax


(2,906)

7. Material events subsequent to the end of the interim period

There is no material event subsequent to the end of the interim period.

8. Changes in composition of the Group

There were no changes in composition of the Group during the financial period under review.

9. Commitments


RM ’000




 Authorised and contracted - property, vessels, plant and equipment:


 - building renovation
492

 - containers
3,078

10. Contingent liabilities

No contingent liability of any company in the Group has become enforceable as at the date of this report.

11. Material litigation

Perkapalan Dai Zhun Sdn Bhd (“PDZ”) has made a claim against Bank Utama (Malaysia) Bhd in the High Court of Sabah and Sarawak for wrongful deduct against PDZ’s current account with Bank Utama (Malaysia) Bhd amounting to RM1.1 million. Hearing of the Pre-Trial Case Management has been fixed on 25 September 2002 and subsequently adjourned to 27 November 2002. The trial has been fixed on 3 November 2003 and 4 November 2003 and subsequently adjourned to 17 January 2005 to 19 January 2005 (three days).
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12. Tax


Individual period

3 months ended
Cumulative period

3 months ended


30.09.03
30.09.02
30.09.03
30.09.02


RM ’000
RM ’000
RM ’000
RM ’000







 Current tax – Malaysia
279
221
279
221

The income of the Group derived from the operations of sea going Malaysian registered vessels is exempted from tax pursuant to Section 54A of the Income Tax Act, 1967.

The current tax is in respect of the income of the Group which is not exempted from Tax pursuant to Section 54A of the Income Tax Act, 1967.

13. (Loss)/earnings per share




Individual period

3 months ended
Cumulative period

3 months ended




30.09.03
30.09.02
30.09.03
30.09.02




RM ’000
RM ’000
RM ’000
RM ’000









 a.
Basic (loss)/earnings per share







Net (loss)/profit for the period
(RM ’000)
(3,463)
1,340
(3,463)
1,340


Weighted average number of

    ordinary shares in issue
(’000)
73,926
73,926
73,926
73,926


Basic (loss)/earnings per share
(sen)
(4.68)
1.81
(4.68)
1.81









b.
Diluted (loss)/earnings per share







Net (loss)/profit for the period
(RM ’000)
(789)
(2,399)
(628)
(2,925)


Weighted average number of







    ordinary shares in issue
(’000)
73,926
73,926
73,926
73,926


Diluted (loss)/earnings per share
(sen)
(4.68)
1.81
(4.68)
1.81

14. Profit on sale of investment and/or properties

There were no profits on sale of investment and/or properties outside the ordinary course of the Group’s business for the financial period under review.

15. Quoted securities

a. There were no purchases or disposals of quoted securities during the financial period under review.

b. There were no investments in quoted shares as at 30 September 2003.
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16. Status of corporate proposals

There were no corporate proposals announced as at the date of this report.

17. Bank borrowings and debt securities



Current
Non current
Total



RM ’000
RM ’000
RM ’000







 a.
Term loan (secured)
9,568
13,262
22,830

 b.
Term loan (unsecured)
826
62
888



10,394
13,324
23,718









USD ’000
USD ’000
USD ’000








Included in secured term loan:





Term loan denominated in foreign currency
2,438
3,077
5,515









RM ’000
RM ’000
RM ’000








RM Equivalent
9,266
11,692
20,958

18. Off balance sheet financial instruments

The Group does not have any financial instruments with off balance sheet risk as at the date of this report.

19. Material changes in profit before tax for current quarter as compared to preceding quarter

For the current quarter, the Group registered a consolidated loss before income tax, minority interests of RM2.906 million as compared to a consolidated loss of RM0.173 million in the preceding quarter. Gross profit margin has decreased from gross profit of RM1.962 million to gross loss of RM27,000. The decrease is mainly due to high cost incurred in positioning vessels for the Group’s new service in North Vietnam and South eastern China coupled with low cargo volume for the new services which has just started in May 2003 and mid September 2003 respectively. Certain vessels taken out for dry dock and repair and maintenance in July 2003 also contributed to the decrease in gross profit margin.

Other operating income has decreased by RM1.325 million mainly due to lower gain on disposal of vessel and lower foreign exchange gain. Hull and machinery insurance claims were also included in preceding quarter’s other operating income. Other operating expenses have also decreased by RM0.697 million due to high provision for doubtful debts and long outstanding debts written off in preceding quarter.
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20. Review of performance

For the 1st quarter of the current financial year, the Group recorded revenue of RM50.270 million, 27% higher than the revenue of RM39.611 million recorded in the previous corresponding quarter. The increase is due to increase in cargo volume by 10% as well as slots sold to consortium partners under Perdana Service which started in February 2003.

The Group registered a consolidated loss before income tax, minority interests of RM2.906 million as compared to a consolidated profit of RM1.803 million in the previous corresponding quarter mainly due to significant decrease in gross profit margin from gross profit of RM5.291 million to gross loss of RM27,000.

In February 2003, we changed our business model from a single operator to joint operator by joining the Perdana Consortium Service. Since then, some of the ships in our aging fleet were displaced and losses were incurred in alternative redeployment of these vessels. The Group has disposed two of its displaced vessels in the current quarter. We have also launched new services to North Vietnam and South eastern China in May 2003 and mid September 2003 respectively, and high costs were incurred in positioning vessels for these services. Cargo volume for the new services was also low in the initial months of the services. All these factors have contributed to the decrease in gross profit margin as compared to previous corresponding quarter.

21. Current year prospects

The Board expects the Group’s performance for the Malaysia, Singapore and Brunei trade for the 2nd quarter of the financial year to be better compared to current quarter as it coincides with the festive seasons which is traditionally a peak season. The Yangon trade is currently facing an off-peak season and is still affected by the banking crisis and trade sanctions imposed by the United States. However, from recent change in Myanmar’s political scene, we expect an improvement in their trade policies next year.

We do not expect significant improvement in the North Vietnam and South eastern China services as these services have just been launched recently. Nevertheless, the Group will continue to embark on cost cutting measures and improve operating efficiencies to reduce losses for future financial periods.

22. Variance of actual profit from forecast profit

Not applicable.

