PDZ HOLDINGS BHD

Notes to the Interim Financial Report for the quarter ended 31 December 2012
A. Compliance with Malaysian Financial Reporting Standards (“MFRS”) 134
A1. Basis of preparation
The interim financial report is unaudited and has been prepared in accordance with the reporting requirements of MFRS 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and Paragraph 9.22 Main Market Listing Requirements of the Bursa Malaysia Securities Berhad. The interim financial report also complies with IAS 34: Interim Financial Reporting issued by the International Accounting Standards Board.
The interim financial report for the quarter ended 31 December 2012 is part of the period covered by the Group’s first MFRS compliant annual financial statements for the financial year ending 30 June 2013 and hence MFRS1: First-Time Adoption of Malaysian Financial Reporting Standards has been applied.

The MFRS are effective for the Group from 1 July 2012 and the date of transition to the MFRS framework for the purpose of the first MFRS compliant financial statements is 1 July 2011. The transition to the MFRS framework does not have a material impact on the interim financial information of the Group.

The interim financial report should be read in conjunction with the audited financial statements for the financial year ended 30 June 2012. The audited financial statements of the Group for the year ended 30 June 2012 were prepared in accordance with Financial Reporting Standards (“FRS”) issued by MASB. The significant accounting policies adopted in preparing the interim financial report are consistent with those of the audited financial statements for the year ended 30 June 2012.
A2. Seasonal or cyclical factors

The Group’s turnover is seasonal in nature, as there are low and peak demand periods during the different months of the year.

A3. Unusual items affecting assets, liabilities, equity, net income or cash flows
There were no material unusual items that affect assets, liabilities, net income or cash flows during the period.

A4. Material changes in estimates
There were no material changes in estimates that have a material effect on the financial results during the period.

A5. Debt and equity securities

There were no issuances, cancellations, repurchases, resale or repayments of debt and equity securities during the period other than the repayment of revolving credit amounting to RM2 million and the repayment of term loan amounting to RM282,000.
A6. Dividend paid
The Company did not pay any dividend during the period.
A7. Segmental information

Segmental information for 6 months ended 31 December 2012 is as follows:

	
	
	Liner Business
RM ’000
	Non-Vessel Operating Carrier
RM ’000
	Group

RM ’000

	
	
	
	
	

	Revenue
	
	98,718
	8,151
	106,869

	
	
	
	
	

	Segment results
	
	10,227
	(789)
	9,438

	Interest income
	
	
	
	183

	Administrative expense
	
	
	
	(7,325)

	Non-deployment costs
	
	
	
	(1,330)

	Finance cost
	
	
	
	(199)

	Profit before tax
	
	
	
	767

	
	
	
	
	

	Segment assets
	
	97,784
	0
	97,784

	Receivables
	
	
	
	31,501

	Tax recoverable
	
	
	
	124

	Fixed deposits, cash and bank balances
	
	
	
	17,702

	Total assets
	
	
	
	147,111


Segmental information for 6 months ended 31 December 2011 is as follows:

	
	
	Liner Business
RM ’000
	Non-Vessel Operating Carrier
RM ’000
	Group

RM ’000

	
	
	
	
	

	Revenue
	
	96,124
	13,490
	109,614

	
	
	
	
	

	Segment results
	
	16,103
	(705)
	15,398

	Interest income
	
	
	
	161

	Administrative expense
	
	
	
	(7,131)

	Non-deployment costs
	
	
	
	0

	Finance cost
	
	
	
	(206)

	Profit before tax
	
	
	
	8,222

	
	
	
	
	

	Segment assets
	
	89,115
	0
	89,115

	Receivables
	
	
	
	27,099

	Tax recoverable
	
	
	
	104

	Fixed deposits, cash and bank balances
	
	
	
	24,383

	Total assets
	
	
	
	140,701


A8. Material events subsequent to the end of the interim period

There is no material event subsequent to the end of the interim period.
A9. Changes in composition of the Group

There was no change in composition of the Group during the financial period under review.
A10. Changes in contingent liabilities and contingent assets
The Group does not have any contingent liabilities or contingent assets since the end of the prior financial year.

B. Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad

B1. Operating segments review

The company posted a group pre-tax profit of RM347,000 for the current quarter and RM767,000 for 6 months ended 31 December 2012 compared to a profit of RM4.17 million and RM8.22 million respectively in the last corresponding period. Revenue for the quarter amounted to RM53.48 million, an increase of 2% over the same corresponding quarter. 6 months cumulative revenue however, decreased by 3% from RM109.61 million to RM106.87 million.

Segmentally, profit from the liner business for the quarter declined by 44% from RM8.28 million to RM4.61 million. Profit for 6 months ended 31 December 2012 decreased by 36% from RM16.10 million to RM10.23 million. In addition, non-deployment costs amounted to RM137,000 for the quarter and RM1.33 million for 6 months ended 31 December 2012 compared to nil amount last year. Despite higher revenue by 9% and 3% for the quarter and for 6 months ended 31 December 2012 respectively, the lower profits was due to weakening freight rates and lower vessel utilisation.
The non-vessel operating carrier sector posted a quarterly loss of RM499,000 from a loss of RM444,000 in the previous corresponding quarter. For 6 months ended 31 December 2012, this sector registered a loss of RM789,000 from a loss of RM705,000 last year. The losses were mainly caused by sluggish demand in China and other intra Asian trade.
B2. Material changes in profit before tax for current quarter as compared to preceding quarter

For the current quarter, the Group registered profit before tax of RM347,000 as compared to RM420,000 in the preceding quarter. The decrease was due to lower operating margin coupled with higher other operating income in the current quarter.
B3. Current year prospects

As we enter into 2013, the outlook for container shipping is still far from optimistic. The overhang of surplus capacity continues to drive down freight rates. Competition is heating up as liner operators are focused on filling up their ships.

We expect weaker results in the third quarter of our financial year due to the lull following the Chinese New Year festive celebrations as well as expected drydocking expenses. In the fourth quarter, we expect modest recovery.
B4. Profit forecast and profit guarantee

Not applicable.

B5. Profit before tax

Profit before tax is after charging/(crediting) the following:

	
	Individual period

3 months ended
	Cumulative period

6 months ended

	
	31.12.12
	31.12.11
	31.12.12
	31.12.11

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Interest income
	(92)
	(103)
	(183)
	(161)

	 Other income
	(827)
	(941)
	(1,133)
	(1,626)

	 Interest expense
	92
	96
	199
	206

	 Depreciation and amortisation
	2,138
	2,496
	4,291
	4,786

	 (Gain)/loss on foreign exchange
	(175)
	161
	(459)
	193

	 Impairment of trade receivables
	0
	0
	0
	0

	 Trade receivables written off
	0
	0
	0
	0

	 Provision for and write off of inventories
	0
	0
	0
	0

	 (Gain)/loss on disposal of investments or

     properties
	0
	0
	0
	0

	 Impairment of property, plant and equipment
	0
	0
	0
	0

	 (Gain)/loss on derivatives
	0
	0
	0
	0

	 Exceptional items
	0
	0
	0
	0


B6. Taxation

	
	Individual period

3 months ended
	Cumulative period

6 months ended

	
	31.12.12
	31.12.11
	31.12.12
	31.12.11

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Current tax – Malaysia
	341
	495
	655
	889


Effective from the year of assessment 2012, the amended Section 54A of the Income Tax Act, 1967 (“the Act”) provides that only 70% of the statutory income derived from the operations of sea-going Malaysian registered ships is exempted from tax. However, pursuant to the Income Tax (Exemption) (No. 2) Order 2012 dated 4 June 2012, statutory income derived from the operations of sea-going Malaysian registered ships will remain exempted from tax for year of assessment 2012 and year of assessment 2013.
The current tax is in respect of the income of the Group which is not exempted from tax pursuant to Section 54A of the Act and the Income Tax (Exemption) (No. 2) Order 2012.
B7. Status of corporate proposals

There was no corporate proposal announced but not completed as at the date of this report.
B8. Bank borrowings and debt securities

	
	
	Current
	Non-current
	Total

	 Denominated in Ringgit Malaysia:
	
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Term loan (secured)
	
	1,166
	

6,087
	7,253

	
	
	
	
	


B9. Material litigation

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

B10. Proposed dividend

No dividend was proposed during the quarter.

B11. Earnings per share

	
	
	
	Individual period

3 months ended
	Cumulative period

6 months ended

	
	
	
	31.12.12
	31.12.11
	31.12.12
	31.12.11

	
	
	
	
	
	
	

	
	Profit attributable to ordinary
      shareholders of the Company
	(RM ’000)
	(419)
	3,254
	(684)
	6,524

	
	Weighted average number of

      ordinary shares in issue
	(’000)
	869,321
	869,321
	869,321
	869,321

	
	Basic earnings per share
	(sen)
	(0.05)
	0.37
	(0.08)
	0.75

	
	
	
	
	
	
	


B12. Audit Report of preceding annual financial statements

The auditors report on the financial statements for the year ended 30 June 2012 was not qualified.

B13. Realised and unrealised profits or losses

	
	
	
	As at
	As at
	

	
	
	
	31.12.12
	30.06.12
	

	
	
	
	RM ’000
	RM ’000
	

	
	
	
	
	
	

	
	Realised
	
	(42,240)
	(42,353)
	

	
	Unrealised
	
	(68)
	(67)
	

	
	
	
	(42,308)
	(42,420)
	

	
	Consolidation adjustments
	
	32,597
	33,393
	

	
	Accumulated losses
	
	(9,711)
	(9,027)
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