PDZ HOLDINGS BHD

Interim Report for the three months ended 30 June 2005

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 Bursa Securities Listing Requirements, and should be read in conjunction with the Group's financial statements for the year ended 30 June 2004.

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 2004.

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

There was no individually significant item for the three months ended 30 June 2005.

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 Paid

There was no interim and final dividend paid during the period.

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
26,365
19,449
45,814






 Segment results
4,851
830
5,681

 Unallocated income


243

 Unallocated costs


(4,363)

 Profit from operations


1,561

 Finance cost


(124)

 Profit from ordinary activities before tax


1,437
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7. Material events subsequent to the end of the interim period

There is no material event subsequent to the end of the interim period other than as disclosed in Note 16 (II).

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

There is no material litigation as at the date of this report.

11. Tax


Individual period

3 months ended
Cumulative period

12 months ended


30.06.05
30.06.04
30.06.05
30.06.04


RM ’000
RM ’000
RM ’000
RM ’000







 Current tax – Malaysia
(33)
245
539
937

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. Current tax for the period is negative due to reversal of overprovision for tax in the previous quarters.

12. Proposed Dividend

For the current financial year ended 30 June 2005, the Board has recommended a first and final tax exempt dividend of 3.5% which is subject to approval from the shareholders at the forthcoming Annual General Meeting.
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13. Earnings per share




Individual period

3 months ended
Cumulative period

12 months ended




30.06.05
30.06.04
30.06.05
30.06.04









a.
Basic earnings per share







Net profit for the period
(RM ’000)
1,251
11,327
8,091
4,813


Weighted average number of

    ordinary shares in issue
(’000)
76,789
76,223
76,651
74,633


Basic earnings per share
(sen)
1.63
14.86
10.56
6.45









b.
Diluted earnings per share







Net profit for the period
(RM ’000)
1,251
11,327
8,091
4,813


Weighted average number of







    ordinary shares in issue
(’000)
76,789
76,223
76,651
74,633


Adjustment for:







    conversion of warrants
(’000)
747
6,632
3,735
2,800


    exercise of options
(’000)
28
184
47
92


Weighted average number of







    ordinary shares for dilutive







    earnings per share
(’000)
77,564
83,039
80,433
77,525


Diluted earnings per share
(sen)
1.61
13.64
10.06
6.21

14. 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.

15. 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 2005.

16. Status of corporate proposals

I.
On 26 February 2004, Commerce International Merchant Bankers Berhad (“CIMB”) had on behalf of the Board of Directors (“Board”) of PDZ Holdings Bhd (“PDZH”) announced the following corporate proposals:

a.
The proposed renounceable rights issue of up to 44,450,000 new ordinary shares of RM1.00 each in PDZH (“PDZH Shares”) (“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 PDZH Shares held (“Proposed Rights Issue”); and

b.
The proposed acquisition of the entire equity interest in KIC Oil & Gas Ltd (“KIC”) for a purchase consideration of RM180,000,000 to be satisfied by the issuance of 120,000,000 new PDZH Shares at an issue price of RM1.50 per PDZH Share (“Original Proposed KIC Acquisition”).
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16.
Status of corporate proposals (contd)
On 25 November 2004, CIMB had on behalf of the Board announced that in view of the restructuring of the shareholding structure of KIC, PDZH proposes to terminate the conditional sale and purchase agreement dated 26 February 2004 entered into for the Original Proposed KIC Acquisition, and consequently executes a new conditional sale of shares agreement for the following proposals:

a.
Proposed acquisition of the entire equity interest in KIC for a purchase consideration of RM179,995,000;

b.
Proposed acquisition of the entire equity interest in KIC Trading (S) Pte Ltd for a purchase consideration of RM2,000;

c.
Proposed acquisition of the entire equity interest in KIC Trading (M) Sdn Bhd (formerly known as Medallion Prospect Sdn Bhd) for a purchase consideration of RM1,000;

d.
Proposed acquisition of the entire equity interest in KIC Oil Terminals Sdn Bhd (formerly known as Casa Navigator Sdn Bhd) for a purchase consideration of RM1,000; and

e.
Proposed acquisition of the entire equity interest in KIC Logistics Sdn Bhd (formerly known as Armada Supreme Sdn Bhd) for a purchase consideration of RM1,000

to be satisfied by the issuance of new PDZH Shares at an issue price of RM1.50 per PDZH Share (collectively referred to as the “Proposed KIC Companies Acquisition”).

The total purchase consideration and the total number of PDZH Shares to be issued pursuant to the Proposed KIC Companies Acquisition are the same as that under the Original Proposed KIC Acquisition which are RM180,000,000 and 120,000,000 new PDZH Shares respectively.

In view of the above, PDZH had on 25 November 2004 entered into the following agreements:

a. The termination agreement with Faidzan bin Hassan (“FH”), Ramzan bin Dato’ Abu Tahir (“RDAT”), Wan Mohammad Khair-il Anuar bin Wan Ahmad, Tengku Dato’ Hasmuddin bin Tengku Othman and Dato’ Mohamed Abid to terminate the conditional sale and purchase agreement dated 26 February 2004 pursuant to the Original Proposed KIC Acquisition; and

b. A conditional sale of shares agreement with FH, RDAT, Wan Mohd Nasim bin Wan Abd Kadir (“WMN”), Dato’ Mohd Hilmey bin Mohd Taib and Abdul Rashid bin Mohamad Isa (“AR”) (collectively referred to as “KIC Vendors”) for the purpose of the Proposed KIC Companies Acquisition.

In addition, CIMB had on behalf of the Board announced that PDZH also proposes to implement the following proposals to facilitate the Proposed Rights Issue and Proposed KIC Companies Acquisition:

a.
Proposed increase in the authorised share capital of PDZH from RM100,000,000 comprising 100,000,000 PDZH Shares to RM500,000,000 comprising 500,000,000 PDZH Shares by the creation of an additional 400,000,000 new PDZH Shares; and

b.
Proposed amendment to the Memorandum of Association of PDZH.
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16.
Status of corporate proposals (contd)
The sale of shares agreement is conditional upon the following conditions being fulfilled on or before the Conditions Fulfillment Date:

a. that the approval of the Securities Commission (“SC”) is obtained for the Proposed KIC Companies Acquisition and the Proposed Rights Issue;

b. that the approval of the shareholders of PDZH in general meeting is obtained for the Proposed Rights Issue and the Proposed KIC Companies Acquisition and for the waiver to the following Vendors, namely FH, WMN and AR (collectively referred to as the “Parties Acting in Concert”), from making a mandatory offer to acquire the PDZH Shares held by the remaining shareholders in PDZH pursuant to the Malaysian Code on Take-Overs and Mergers, 1998 (“Code”);

c. that the approval-in-principle of Bursa Malaysia Securities Berhad (“Bursa Securities”) is obtained for the listing of and quotation for the Rights Shares and Consideration Shares pursuant to the Proposed Rights Issue and the Proposed KIC Companies Acquisition respectively on the Main Board of Bursa Securities;

d. that the approval of any other relevant authority, if any, is obtained;

e. that PDZH is satisfied with the results of a legal and financial due diligence review of the KIC Companies and without prejudice to the generality of the foregoing, that PDZH is satisfied that the existing contracts of KIC as set out in the sale of shares agreement are subsisting, and will not be terminated or adversely affected as a result of the sale of the Total Sale Shares by the KIC Vendors to PDZH;

f. that the KIC Vendors are satisfied with the results of a legal and financial due diligence review of PDZH and its subsidiaries;

g. that the Future KIC Sale Shares have been issued to the KIC Vendors; and

h. that the SC has approved the granting of a waiver to the Parties Acting in Concert, from making a mandatory offer to acquire the PDZH Shares held by the remaining shareholders in PDZH pursuant to the Code.

On 24 August 2005, PDZH entered into a Supplemental Agreement with the KIC Vendors to extend the Conditions Fulfillment Date for a period of two years from 24 August 2005 to 23 August 2007.
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16.
Status of corporate proposals (contd)
II.
On 22 July 2005, CIMB had on behalf of the Board announced that PDZH proposes to extend the duration and exercise period of the outstanding warrants for two (2) years from 12 October 2005 up to and including 11 October 2007 provided that any such extension of any outstanding warrant is subject to the warrant holder paying the extension fee of RM0.24 per warrant payable by the warrant holders for the proposed extension. The proposed extension is subject to approvals being obtained by 6 September 2005 from the following:

a. the SC which was obtained on 24 August 2005;

b. shareholders of PDZH at an Extraordinary General Meeting to be convened, whereby not less than three-fourth (3/4) of the shareholders present and voting, vote in favour of the proposed extension;

c. warrant holders at a meeting to be convened, whereby not less than three-fourth (3/4) of the warrant holders present and voting, vote in favour of the proposed extension;

d. Bursa Securities for allowing the warrants to continue to remain listed on the Main Board of Bursa Securities after the expiry date, pending implementation of the proposed extension, if required; and

e. any other relevant authorities.

17. Bank borrowings and debt securities


Current
Non current
Total


RM ’000
RM ’000
RM ’000






 Term loans (secured)
4,111
1,020
5,131







USD ’000
USD ’000
USD ’000






 Included in secured term loans:




 Term loan denominated in foreign currency
999
-
999







RM ’000
RM ’000
RM ’000






 RM Equivalent
3,795
-
3,795

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.
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19. 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 RM1.437 million as compared to RM436,000 in the preceding quarter. The increase mainly from higher gross profit margin of 1.3% is contributed by increase in trade volume to profitable routes by 10%.

20. Review of performance

The Group has recorded revenue of RM45.814 million in the current quarter, a 16% decrease as compared to RM54.281 million recorded in the previous corresponding quarter due to reduced sailings in certain routes. Overall cargo volume has decreased by 29%.

The Group registered a consolidated profit before income tax, minority interests of RM1.437 million as compared to RM11.809 million in the previous corresponding quarter. Gross profit margin decreased from RM14.274 million in the previous corresponding quarter to RM3.949 million in the current quarter. The significant drop is due to reversal of impairment loss in the previous corresponding quarter and higher operating costs attributed by higher charter rates and bunker prices this quarter.

21. Current year prospects

For the 1st quarter of the current financial year, the Board expects to maintain the Group’s performance in the Malaysia, Singapore and Brunei trade. Yangon trade performance is expected to drop as the off-peak season traditionally starts in the 2nd half of the year. Nevertheless, the Group has taken steps to mitigate the resulting negative impact.

PDZ has launched a new weekly service, the Jakarta Straits Express Service in July 2005. This is a joint service with PT Pelayaran Tempuran Emas, a company listed in Jakarta Stock Exchange using their vessel, MV Selat Mas. We expect this service to contribute positively to the Group’s results.

We shall explore other new services this year and expand our agency network in China and North Asia. We therefore expect our performance to remain satisfactory.

22. Variance of actual profit from forecast profit

Not applicable.
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