PDZ HOLDINGS BHD

Notes to the Interim Financial Report for the quarter ended 31 March 2014
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 should be read in conjunction with the audited financial statements for the financial year ended 30 June 2013. The accounting policies and methods of computation adopted for the interim financial report are consistent with those adopted for the annual financial statements for the year ended 30 June 2013 except for the adoption of new MFRS, amendments and interpretations that are mandatory for the Group for the financial year beginning on 1 July 2013. The adoption of these standards, amendments and interpretations do not have a material impact on the interim financial information of the Group.

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.
A6. Dividend paid
The Company did not pay any dividend during the period.
A7. Segmental information

Segmental information for 3 months ended 31 March 2014 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	32,833
	1,610
	34,443

	
	
	
	
	

	Ship operating profit
	
	4,119
	(75)
	4,044

	Non-deployment costs
	
	0
	0
	0

	Administrative expense
	
	
	
	(3,426)

	Interest income
	
	
	
	110

	Finance cost
	
	
	
	(68)

	Profit before tax
	
	
	
	660

	
	
	
	
	


Segmental information for 3 months ended 31 March 2013 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	41,762
	2,850
	44,612

	
	
	
	
	

	Ship operating profit/(loss)
	
	3,036
	(147)
	2,889

	Non-deployment costs
	
	(1,323)
	0
	(1,323)

	Administrative expense
	
	
	
	(4,081)

	Interest income
	
	
	
	110

	Finance cost
	
	
	
	(79)

	Loss before tax
	
	
	
	(2,484)

	
	
	
	
	


A7.
Segmental information (contd)
Segmental information for 9 months ended 31 March 2014 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	108,889
	7,292
	116,181

	
	
	
	
	

	Ship operating profit
	
	10,704
	271
	10,975

	Non-deployment costs
	
	(1,330)
	0
	(1,330)

	Administrative expense
	
	
	
	(10,539)

	Interest income
	
	
	
	395

	Finance cost
	
	
	
	(211)

	Loss before tax
	
	
	
	(710)

	
	
	
	
	

	Segment assets
	
	77,619
	0
	77,619

	Receivables
	
	
	
	19,498

	Tax recoverable
	
	
	
	195

	Fixed deposits, cash and bank balances
	
	
	
	22,136

	Total assets
	
	
	
	119,448


Segmental information for 9 months ended 31 March 2013 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	140,480
	11,001
	151,481

	
	
	
	
	

	Ship operating profit/(loss)
	
	13,263
	(936)
	12,327

	Non-deployment costs
	
	(2,653)
	0
	(2,653)

	Administrative expense
	
	
	
	(11,406)

	Interest income
	
	
	
	293

	Finance cost
	
	
	
	(278)

	Loss before tax
	
	
	
	(1,717)

	
	
	
	
	

	Segment assets
	
	92,989
	0
	92,989

	Receivables
	
	
	
	25,514

	Tax recoverable
	
	
	
	124

	Fixed deposits, cash and bank balances
	
	
	
	19,021

	Total assets
	
	
	
	137,648


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

On 14 May 2014, the Company had entered into a conditional share acquisition agreement (“SAA”) with Johany bin Jaafar for the proposed acquisition of 20% equity interest in Efogen Sdn Bhd comprising 4,000,000 ordinary shares of RM1.00 each (“Sale Shares”), for a cash consideration of RM18 million (“Purchase Consideration”). Notwithstanding anything to the contrary contained in the SAA, completion of the sale and purchase of the Sale Shares is conditional upon satisfaction of all conditions precedent as stated in the SAA within a period of sixty days from the date of the SAA or within such further period as may be mutually agreed upon by the parties thereto in writing (“Unconditional Date”). Unless otherwise agreed by the parties in writing, completion of the SAA shall take place on a business day not later than fourteen days after the Unconditional Date, or on such later date as the parties thereto shall mutually agree in writing (“Completion Date”).
A9. Changes in composition of the Group

On 31 March 2014, the Company acquired the remaining 49,000 ordinary shares of RM1.00 each, for a cash consideration of RM186,353.24, in the share capital of PDZ Shipping Agency (Bintulu) Sdn. Bhd. (“PDZSA(B)”) not already owned by the Company. Pursuant to the acquisition, PDZSA(B) had become a wholly-owned subsidiary of the Company. The acquisition has no material effects on the earnings or net assets of the Group for the financial year ending 30 June 2014.
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.

A11. Capital commitments

The Group does not have any capital commitments as at 31 March 2014. In relation to the SAA disclosed in Note A8, a deposit sum of RM5 million has been paid as at the date of this report and the balance Purchase Consideration of RM13 million shall be payable on Completion Date.

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

B1. Operating segments review

Current quarter

The Group registered revenue of RM34.44 million in the current quarter compared with RM44.61 million in the preceding year’s corresponding quarter, a decrease of 23%. The Group posted a pre-tax profit of RM0.66 million for the current quarter compared with pre-tax loss of RM2.48 million in the preceding year’s corresponding quarter. The Group did not incur any non-deployment costs for the quarter under review compared with RM1.32 million for preceding year’s corresponding quarter. Administrative expense declined by 16% from RM4.08 million in the preceding year’s corresponding quarter to RM3.43 million in the current quarter.

B1.
Operating segments review (contd)
Liner business segment
Revenue from this segment decreased by 21% from RM41.76 million in preceding year’s corresponding quarter to RM32.83 million in the current quarter due to market over-tonnage and lower business volume. Ship operating profit before non-deployment costs and administrative expense increased by 36% from RM3.04 million in the preceding year’s corresponding quarter to RM4.12 million in the current quarter.
Non-vessel operating carrier segment

Revenue from this segment decreased by 44% from RM2.85 million in preceding year’s corresponding quarter to RM1.61 million in the current quarter due to lower business volume. Ship operating loss decreased by 49% from RM147,000 in the preceding year’s corresponding quarter to RM75,000 in the current quarter.

Cumulative period
Revenue decreased by 23% from RM151.48 million for 9 months ended 31 March 2013 to RM116.18 million for 9 months ended 31 March 2014. The Group posted pre-tax loss of RM0.71 million for the cumulative period under review compared with pre-tax loss of RM1.72 million recorded in the corresponding period last year. Non-deployment costs decreased by 50% from RM2.65 million for the 9 months ended 31 March 2013 to RM1.33 million for the 9 months ended 31 March 2014. Administrative expense decreased by 8% from RM11.41 million in the corresponding period to RM10.54 million in the cumulative period under review.

Liner business segment
Revenue from this segment decreased by 22% from RM140.48 million in preceding year’s corresponding period to RM108.89 million in 9 months ended 31 March 2014 due to market over-tonnage and lower business volume. Ship operating profit before non-deployment costs and administrative expense decreased by 19% from RM13.26 million in the preceding year’s corresponding period to RM10.70 million in the cumulative period under review.

Non-vessel operating carrier segment

Revenue from this segment decreased by 34% from RM11.00 million in preceding year’s corresponding period to RM7.29 million in 9 months ended 31 March 2014 due to lower business volume. This segment recorded a ship operating profit of RM271,000 in 9 months ended 31 March 2014 as against a ship operating loss of RM936,000 in preceding year’s corresponding period.

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 RM0.66 million compared with pre-tax loss of RM2.77 million in the preceding quarter. The improvement was attributable to lower operating cost and better vessel utilisation.

B3. Current year prospects

The container shipping business in the domestic market is still beset with overcapacity. Despite the widening gap between supply and demand, additional vessels were injected into the market, making operating conditions more difficult. Competition is intense and freight rates remained depressed. This is likely to impact our financial performance in the fourth quarter.
B4. Profit forecast and profit guarantee

Not applicable.

B5. Profit or loss before tax

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

	
	Individual period

3 months ended
	Cumulative period

9 months ended

	
	31.03.14
	31.03.13
	31.03.14
	31.03.13

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Interest income
	(110)
	(110)
	(395)
	(293)

	 Other income
	(358)
	(1,292)
	(1,631)
	(2,425)

	 Interest expense
	68
	79
	211
	278

	 Depreciation and amortisation
	1,799
	1,870
	5,110
	6,161

	 (Gain)/loss on foreign exchange
	(82)
	(11)
	(258)
	(470)

	 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

9 months ended

	
	31.03.14
	31.03.13
	31.03.14
	31.03.13

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Current tax – Malaysia
	220
	200
	754
	855


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 Ministry of Finance has via their letter dated 29 October 2013 further deferred the amendment to the Act for another 2 years. However, a pertinent exemption order pursuant to the Act for the above deferment has yet to be issued as at the date of this report.
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, the Income Tax (Exemption) (No. 2) Order 2012 and the Ministry of Finance’s letter dated 29 October 2013.
B7. Status of corporate proposals

There was no corporate proposal announced but not completed as at the date of this report other than as disclosed in Note A8.
B8. Bank borrowings and debt securities

	
	
	Current
	Non-current
	Total

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

	
	
	
	
	

	 Term loan (secured)
	
	1,231
	
4,565
	5,796

	
	
	
	
	


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/(loss) per share

	
	
	
	Individual period

3 months ended
	Cumulative period

9 months ended

	
	
	
	31.03.14
	31.03.13
	31.03.14
	31.03.13

	
	
	
	
	
	
	

	
	Profit/(loss) attributable to ordinary
      shareholders of the Company
	(RM ’000)
	162
	(2,958)
	(2,414)
	(3,642)

	
	Weighted average number of

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

	
	Basic earnings/(loss) per share
	(sen)
	0.02
	(0.34)
	(0.28)
	(0.42)

	
	
	
	
	
	
	


B12. Audit Report of preceding annual financial statements

The auditors report on the financial statements for the year ended 30 June 2013 was not qualified.

B13. Realised and unrealised profits or losses

	
	
	
	As at
	As at
	

	
	
	
	31.03.14
	30.06.13
	

	
	
	
	RM ’000
	RM ’000
	

	
	
	
	
	
	

	
	Realised
	
	(71,565)
	(69,207)
	

	
	Unrealised
	
	(36)
	(293)
	

	
	
	
	(71,601)
	(69,500)
	

	
	Consolidation adjustments
	
	46,352
	46,644
	

	
	Accumulated losses
	
	(25,249)
	(22,856)
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