PDZ HOLDINGS BHD

Notes to the Interim Financial Report for the quarter ended 30 June 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 30 June 2014 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	41,958
	1,859
	43,817

	
	
	
	
	

	Ship operating profit
	
	6,507
	60
	6,567

	Administrative expense
	
	
	
	(3,657)

	Interest income
	
	
	
	63

	Finance cost
	
	
	
	(85)

	Profit before tax
	
	
	
	2,888

	
	
	
	
	


Segmental information for 3 months ended 30 June 2013 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	44,831
	2,975
	47,806

	
	
	
	
	

	Ship operating profit/(loss)
	
	3,876
	(51)
	3,825

	Non-deployment costs
	
	(1,381)
	0
	(1,381)

	Impairment of property, plant and equipment
	
	(8,242)
	0
	(8,242)

	Administrative expense
	
	
	
	(3,793)

	Interest income
	
	
	
	112

	Finance cost
	
	
	
	(75)

	Loss before tax
	
	
	
	(9,554)

	
	
	
	
	


A7.
Segmental information (contd)
Segmental information for 12 months ended 30 June 2014 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	150,847
	9,151
	159,998

	
	
	
	
	

	Ship operating profit
	
	17,211
	331
	17,542

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

	Administrative expense
	
	
	
	(14,196)

	Interest income
	
	
	
	458

	Finance cost
	
	
	
	(296)

	Profit before tax
	
	
	
	2,178

	
	
	
	
	

	Segment assets
	
	75,804
	0
	75,804

	Receivables
	
	
	
	28,748

	Tax recoverable
	
	
	
	164

	Fixed deposits, cash and bank balances
	
	
	
	21,981

	Total assets
	
	
	
	126,697


Segmental information for 12 months ended 30 June 2013 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	185,311
	13,976
	199,287

	
	
	
	
	

	Ship operating profit/(loss)
	
	17,139
	(987)
	16,152

	Non-deployment costs
	
	(4,034)
	0
	(4,034)

	Impairment of property, plant and equipment
	
	(8,242)
	0
	(8,242)

	Administrative expense
	
	
	
	(15,199)

	Interest income
	
	
	
	405

	Finance cost
	
	
	
	(353)

	Loss before tax
	
	
	
	(11,271)

	
	
	
	
	

	Segment assets
	
	80,583
	0
	80,583

	Receivables
	
	
	
	24,203

	Tax recoverable
	
	
	
	231

	Fixed deposits, cash and bank balances
	
	
	
	23,967

	Non-current asset held for sale
	
	
	
	2,241

	Total assets
	
	
	
	131,225


A8. 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 B7.

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.

A11. Capital commitments

The Group does not have any capital commitments as at 30 June 2014. In relation to the SAA disclosed in Note B7, 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 RM43.82 million in the current quarter compared with RM47.81 million in the preceding year’s corresponding quarter, a decrease of 8%. The Group posted a pre-tax profit of RM2.89 million for the current quarter compared with a pre-tax loss of RM9.55 million in the preceding year’s corresponding quarter. The Group did not incur any non-deployment costs for the quarter under review compared with RM1.38 million for preceding year’s corresponding quarter. The Group also incurred impairment loss of RM8.24 million in the preceding year’s corresponding quarter. Administrative expense declined by 4% from RM3.79 million in the preceding year’s corresponding quarter to RM3.66 million in the current quarter.

Liner business segment
Revenue from this segment decreased by 6% from RM44.83 million in the preceding year’s corresponding quarter to RM41.96 million in the current quarter due to lower business volume. Ship operating profit before non-deployment costs, impairment loss and administrative expense increased by 68% from RM3.88 million in the preceding year’s corresponding quarter to RM6.51 million in the current quarter due to lower operating cost.

Non-vessel operating carrier segment

Revenue from this segment decreased by 38% from RM2.98 million in the preceding year’s corresponding quarter to RM1.86 million in the current quarter due to lower business volume. This segment recorded an operating profit of RM60,000 in the current quarter as against an operating loss of RM51,000 in the preceding year’s corresponding quarter.

B1.
Operating segments review (contd)
Cumulative period
Revenue decreased by 20% from RM199.29 million for the financial year ended 30 June 2013 to RM160.00 million for the financial year ended 30 June 2014. The Group posted a pre-tax profit of RM2.18 million for the current financial year compared with a pre-tax loss of RM11.27 million in the previous financial year. Non-deployment costs decreased by 67% from RM4.03 million for the financial year ended 30 June 2013 to RM1.33 million for the current financial year. The Group also incurred impairment loss of RM8.24 million in the previous financial year. Administrative expense decreased by 7% from RM15.20 million in the previous financial year to RM14.20 million in the current financial year.

Liner business segment
Revenue from this segment decreased by 19% from RM185.31 million in the previous financial year to RM150.85 million in the current financial year due to lower business volume. Ship operating profit before non-deployment costs, impairment loss and administrative expense increased by 0.4% from RM17.14 million in the previous financial year to RM17.21 million in the current financial year.

Non-vessel operating carrier segment

Revenue from this segment decreased by 35% from RM13.98 million in the previous financial year to RM9.15 million in the current financial year due to lower business volume. This segment recorded an operating profit of RM331,000 in the current financial year as against an operating loss of RM987,000 in the previous financial year.

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 RM2.89 million compared with a pre-tax profit of RM0.66 million in the preceding quarter. The improvement was attributable to higher revenue by 27% from RM34.44 million in the preceding quarter to RM43.82 million in the current quarter.

B3. Current year prospects

Following the surge in demand for cargo space in the last few months of financial year ended 30 June 2014, we expect the high utilisation rate will continue to prevail, at least for the next few months. The more positive sentiment in the container business is predicated on increasing demand resulting in a more balanced supply-demand situation. Overcapacity however, is likely to persist during the year and the softening of freight rates is the main challenge facing shipping lines.

At the same time, the Group is embarking on a Group wide transformation plan with the emphasis on overall cost reduction, and enhancement and expansion of the Group's existing business activities. In this respect, the Group has put in place an overall cost reduction strategy which is expected to improve the overall efficiency and bottom-line. The Group is also exploring the feasibility of entering into new business segments and markets that may provide enhancement of earnings to the Group.

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

12 months ended

	
	30.06.14
	30.06.13
	30.06.14
	30.06.13

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Interest income
	(63)
	(112)
	(458)
	(405)

	 Other income
	(266)
	(227)
	(1,897)
	(2,652)

	 Interest expense
	85
	75
	296
	353

	 Depreciation and amortisation
	1,788
	1,738
	6,898
	7,899

	 (Gain)/loss on foreign exchange
	(189)
	43
	(447)
	(427)

	 Impairment of trade receivables
	0
	8
	0
	8

	 Trade receivables written off
	45
	14
	45
	14

	 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
	8,242
	0
	8,242

	 (Gain)/loss on derivatives
	0
	0
	0
	0

	 Exceptional items
	0
	0
	0
	0


B6. Taxation

	
	Individual period

3 months ended
	Cumulative period

12 months ended

	
	30.06.14
	30.06.13
	30.06.14
	30.06.13

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Current tax – Malaysia
	559
	322
	1,313
	1,177


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

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”).

On 14 July 2014, the parties to the SAA had mutually agreed in writing to extend the Unconditional Date to 13 August 2014. On 13 August 2014, the parties to the SAA had mutually agreed in writing for a further extension of the Unconditional Date to 12 September 2014.

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

	
	
	Current
	Non-current
	Total

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

	
	
	
	
	

	 Term loan (secured)
	
	1,246
	4,249
	5,495

	 Revolving credit (unsecured)
	
	3,000
	0
	3,000

	 
	
	4,246
	4,249
	8,495

	
	
	
	
	


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

12 months ended

	
	
	
	30.06.14
	30.06.13
	30.06.14
	30.06.13

	
	
	
	
	
	
	

	
	Profit/(loss) attributable to ordinary
      shareholders of the Company
	(RM ’000)
	1,921
	(10,187)
	(493)
	(13,829)

	
	Weighted average number of

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

	
	Basic earnings/(loss) per share
	(sen)
	0.22
	(1.17)
	(0.06)
	(1.59)

	
	
	
	
	
	
	


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
	

	
	
	
	30.06.14
	30.06.13
	

	
	
	
	RM ’000
	RM ’000
	

	
	
	
	
	
	

	
	Realised
	
	(75,020)
	(69,207)
	

	
	Unrealised
	
	(164)
	(293)
	

	
	
	
	(75,184)
	(69,500)
	

	
	Consolidation adjustments
	
	51,855
	46,644
	

	
	Accumulated losses
	
	(23,329)
	(22,856)
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