PDZ HOLDINGS BHD

Interim Report for the three months ended 30 June 2004

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 June 2004 are as follows:

	
	RM ’000

	
	

	 Net gain on disposal of property, vessels, plant and equipment
	840

	 Reversal of prior years’ impairment loss
	6,982


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

The following warrants were exercised and converted to ordinary shares during the period:

	 Date of allotment
	Number of ordinary shares of RM1.00 each
	Exercise Price (RM)

	 2 April 2004
	4,250
	1.35

	 21 April 2004
	413,000
	1.35

	 6 May 2004
	13,000
	1.35

	 7 June 2004
	3,000
	1.35

	 17 June 2004
	4,000
	1.35

	 30 June 2004
	208,875
	1.35


On 28 April 2004, the Company has also allotted and issued 4,000 ordinary shares of RM1.00 each at an issue price of RM1.26 per share pursuant to the Employees’ Share Option Scheme.

These shares rank pari passu in all respects with the existing ordinary shares of the Company.

Other than the above, 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
	32,180
	22,101
	54,281

	
	
	
	

	 Segment results
	5,076
	2,992
	8,068

	 Unallocated income
	
	
	7,329

	 Unallocated costs
	
	
	(3,413)

	 Profit from operations
	
	
	11,984

	 Finance cost
	
	
	(175)

	 Profit from ordinary activities before tax
	
	
	11,809


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

a.
On 30 June 2004, a subsidiary of the Group entered into an agreement with a third party to dispose off a shore crane, for cash consideration of RM2.28 million. A 30% deposit of RM684,000 has been received in July 2004 and the balance is payable on completion which is expected to be in Oct 2004. The sale will result in a gain on disposal of RM618,000.

b.
On 30 July 2004, a subsidiary of the Group entered into an agreement with a third party to dispose off its vessel and vessel equipment, for cash consideration of RM1.44 million, which resulted in a gain on disposal of RM400,000.

8. Changes in composition of the Group

There was no change in composition of the Group during the financial period under review.

9. Contingent liabilities

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

10. 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 deduction 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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11. Tax

	
	Individual period

3 months ended
	Cumulative period

12 months ended

	
	30.06.04
	30.06.03
	30.06.04
	30.06.03

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Current tax – Malaysia
	245
	420
	937
	982


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.

12. Earnings/(loss) per share

	
	
	
	Individual period

3 months ended
	Cumulative period

12 months ended

	
	
	
	30.06.04
	30.06.03
	30.06.04
	30.06.03

	
	
	
	
	
	
	

	a.
	Basic earnings/(loss) per share
	
	
	
	
	

	
	Net profit/(loss) for the period
	(RM ’000)
	11,327
	(789)
	4,813
	(628)

	
	Weighted average number of

    ordinary shares in issue
	(’000)
	76,223
	73,926
	74,633
	73,926

	
	Basic earnings/(loss) per share
	(sen)
	14.86
	(1.07)
	6.45
	(0.85)

	
	
	
	
	
	
	

	b.
	Diluted earnings/(loss) per share
	
	
	
	
	

	
	Net profit/(loss) for the period
	(RM ’000)
	11,327
	(789)
	4,813
	(628)

	
	Weighted average number of
	
	
	
	
	

	
	    ordinary shares in issue
	(’000)
	76,223
	73,926
	74,633
	73,926

	
	Adjustment for:
	
	
	
	
	

	
	    conversion of warrants
	(’000)
	6,632
	-
	2,800
	-

	
	    exercise of options
	(’000)
	184
	-
	92
	-

	
	Weighted average number of
	
	
	
	
	

	
	    ordinary shares for dilutive
	
	
	
	
	

	
	    earnings/(loss) per share
	(’000)
	83,039
	73,926
	77,525
	73,926

	
	Diluted earnings/(loss) per share
	(sen)
	13.64
	(1.07)
	6.21
	(0.85)


13. Profit on sale of investment and/or properties

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

14. Quoted securities

a. There was no purchase or disposal of quoted securities during the financial period under review.

b. There was no investment in quoted shares as at 30 June 2004.
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15. Status of corporate proposals

On 26 February 2004, Commerce International Merchant Bankers Berhad (“CIMB”) has announced the following corporate proposals on behalf of the Board of Directors:

a. The proposed renounceable rights issue of up to 44,450,000 new ordinary shares of RM1.00 each in PDZH (“Rights Shares”) at an issue price of RM1.00 per Rights Share, on the basis of one (1) Rights Share for every two (2) existing ordinary shares of RM1.00 each in PDZH (“PDZH Shares”) held (“Proposed Rights Issue”); and

b. The proposed acquisition of the entire interest in KIC Oil & Gas Ltd (“KIC”) for a total purchase consideration of RM180.0 million to be satisfied by the issuance of 120.0 million new PDZH Shares at an issue price of RM1.50 per PDZH Share (“Proposed KIC Acquisition”).

The Company (“PDZH”) has on 26 February 2004 entered into a conditional share sale agreement (“SSA”) with Faidzan bin Hassan, Ramzan bin Dato’ Abu Tahir, Wan Khair-il Anuar bin Wan Ahmad, Tengku Datuk Hasmuddin bin Tengku Othman and Dato’ Mohamed Abid (collectively referred to as “KIC Vendors”) for the Proposed KIC Acquisition.
The above proposals collectively (“Proposals”) are conditional upon the following:

(i) the approval of the Securities Commission, for the Proposals;

(ii) the approval of the Foreign Investment Committee, for the Proposed KIC Acquisition;

(iii) the approval of the shareholders of PDZH, for the Proposals at an extraordinary general meeting of the shareholders of PDZH to be convened;

(iv) the approval-in-principle from the Bursa Malaysia Securities Berhad (“Exchange”), for the additional listing of and quotation for the Rights Shares as well as the new PDZH Shares to be issued as consideration for the Proposed KIC Acquisition on the Main Board of the Exchange; and

(v) the approval from any other relevant authorities, if required.

The Proposed KIC Acquisition and Proposed Rights Issue are inter-conditional.
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16. Bank borrowings and debt securities

	
	
	Current
	Non current
	Total

	
	
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 a.
	Term loan (secured)
	7,823
	5,156
	12,979

	 b.
	Term loan (unsecured)
	185
	-
	185

	
	
	8,008
	5,156
	13,164

	
	
	
	
	

	
	
	USD ’000
	USD ’000
	USD ’000

	
	
	
	
	

	
	Included in secured term loan:
	
	
	

	
	Term loan denominated in foreign currency
	1,978
	1,004
	2,982

	
	
	
	
	

	
	
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	
	RM Equivalent
	7,518
	3,817
	11,335


17. 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.

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

For the current quarter, the Group registered a consolidated profit before income tax, minority interests of RM11.809 million as compared to a consolidated loss of RM1.391 million in the preceding quarter.

Gross profit margin has increased by 18% from RM4.379 million in the preceding quarter to RM14.274 million in the current quarter. The improvement is mainly contributed by increase in freight rates in regional trade and reversal of impairment loss. Other operating income has increased by RM878,000 whilst other operating expenses have decreased by RM2.431 million due to gain on disposal of property, vessels, plant and equipment recognised this quarter and loss on disposal of a vessel in preceding quarter respectively.

19. Review of performance

For the 4th quarter of the current financial year, the Group recorded revenue of RM54.281 million, 19% higher than the revenue of RM45.474 million recorded in the previous corresponding quarter. The increase is due to increase in cargo volume by 23% mainly contributed by regional trade.

The Group registered a consolidated profit before income tax, minority interests of RM11.809 million as compared to a consolidated loss of RM173,000 in the previous corresponding quarter. Gross profit margin has improved by 22% from RM1.962 million in the previous corresponding quarter to RM14.274 million in the current quarter. The improvement is due to increase in freight rates from regional trade, lower vessel operating and running costs as a result of our fleet rationalization exercise and reversal of impairment loss.
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20. Current year prospects

For the 1st quarter of the next financial year, the Board expects to maintain the Group’s performance in the Malaysia, Singapore and Brunei trade whilst further improvement is expected from most of our regional services. Yangon trade, however, will be facing an off-peak period and the decrease in demand will have a negative impact on freight rates.

21. Variance of actual profit from forecast profit

Not applicable.

