PDZ HOLDINGS BHD

Notes to the Interim Financial Report for the quarter ended 31 December 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 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 2014. 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 2014 except for the adoption of new MFRS, amendments and interpretations that are mandatory for the Group for the financial year beginning on 1 July 2014. 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 December 2014 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	40,249
	2,452
	42,701

	
	
	
	
	

	Ship operating profit/(loss)
	
	3,854
	(20)
	3,834

	Administrative expense
	
	
	
	(4,567)

	Interest income
	
	
	
	113

	Finance cost
	
	
	
	(77)

	Loss before tax
	
	
	
	(697)

	
	
	
	
	


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

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

RM ’000

	
	
	
	
	

	Revenue
	
	35,999
	2,137
	38,136

	
	
	
	
	

	Ship operating profit
	
	699
	288
	987

	Non-deployment costs
	
	(349)
	0
	(349)

	Administrative expense
	
	
	
	(3,494)

	Interest income
	
	
	
	154

	Finance cost
	
	
	
	(70)

	Loss before tax
	
	
	
	(2,772)

	
	
	
	
	


A7.
Segmental information (contd)

Segmental information for 6 months ended 31 December 2014 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	76,004
	4,575
	80,579

	
	
	
	
	

	Ship operating profit/(loss)
	
	7,350
	(70)
	7,280

	Non-deployment costs
	
	(462)
	0
	(462)

	Administrative expense
	
	
	
	(8,706)

	Interest income
	
	
	
	238

	Finance cost
	
	
	
	(171)

	Loss before tax
	
	
	
	(1,821)

	
	
	
	
	

	Segment assets
	
	72,141
	0
	72,141

	Receivables
	
	
	
	28,067

	Tax recoverable
	
	
	
	192

	Fixed deposits, cash and bank balances
	
	
	
	16,780

	Total assets
	
	
	
	117,180


Segmental information for 6 months ended 31 December 2013 is as follows:

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

RM ’000

	
	
	
	
	

	Revenue
	
	76,056
	5,682
	81,738

	
	
	
	
	

	Ship operating profit
	
	6,585
	346
	6,931

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

	Administrative expense
	
	
	
	(7,113)

	Interest income
	
	
	
	285

	Finance cost
	
	
	
	(143)

	Loss before tax
	
	
	
	(1,370)

	
	
	
	
	

	Segment assets
	
	79,402
	0
	79,402

	Receivables
	
	
	
	21,701

	Tax recoverable
	
	
	
	276

	Fixed deposits, cash and bank balances
	
	
	
	23,302

	Total assets
	
	
	
	124,681


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.

A11. Capital commitments

The Group does not have any capital commitments as at 31 December 2014.

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 RM42.7 million in the current quarter compared with RM38.1 million in the preceding year’s corresponding quarter, an increase of 12%. The Group posted a pre-tax loss of RM0.7 million for the current quarter compared with a pre-tax loss of RM2.8 million in the preceding year’s corresponding quarter. The Group did not incur any non-deployment costs for the quarter under review compared with RM0.3 million for preceding year’s corresponding quarter. Administrative expense increased by 31% from RM3.5 million in the preceding year’s corresponding quarter to RM4.6 million in the current quarter.

Liner business segment
Revenue from this segment increased by 12% from RM36 million in the preceding year’s corresponding quarter to RM40.2 million in the current quarter due to higher business volume. Ship operating profit before non-deployment costs and administrative expense increased from RM0.7 million in the preceding year’s corresponding quarter to RM3.9 million in the current quarter due to the higher revenue and lower bunker cost.

Non-vessel operating carrier segment

Revenue from this segment increased by 15% from RM2.1 million in the preceding year’s corresponding quarter to RM2.5 million in the current quarter. However, this segment recorded a marginal loss of RM20,000 in the current quarter as against an operating profit of RM288,000 in the preceding year’s corresponding quarter.

B1.
Operating segments review (contd)
Cumulative period
Revenue decreased by 1% from RM81.7 million for 6 months ended 31 December 2013 to RM80.6 million for 6 months ended 31 December 2014. The Group posted a pre-tax loss of RM1.8 million for the cumulative period under review compared with a pre-tax loss of RM1.4 million recorded in the preceding year’s corresponding period. The Group incurred non-deployment costs of RM0.5 million for 6 months ended 31 December 2014 compared with RM1.3 million in preceding year’s corresponding period. Administrative expense increased by 22% from RM7.1 million in the preceding year’s corresponding period to RM8.7 million in the cumulative period under review.

Liner business segment
Revenue from this segment was approximately RM76 million in the cumulative period under review as well as in the preceding year’s corresponding period. Ship operating profit before non-deployment costs and administrative expense increased from RM6.6 million for 6 months ended 31 December 2013 to RM7.4 million for 6 months ended 31 December 2014 due to lower bunker cost.

Non-vessel operating carrier segment

Revenue from this segment decreased by 19% from RM5.7 million in the preceding year’s corresponding period to RM4.6 million in the 6 months ended 31 December 2014 due to lower business volume. This segment recorded an operating loss of RM70,000 in the 6 months ended 31 December 2014 as against an operating profit of RM346,000 in the 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 loss before tax of RM0.7 million compared with a pre-tax loss of RM1.1 million in the preceding quarter. Revenue increased by 13% from RM37.9 million in the preceding quarter to RM42.7 million in the current quarter. The lower loss was attributable to the higher revenue and lower bunker prices offset by higher administrative expense in the current quarter as compared to preceding quarter.
B3. Current year prospects

Competition remains intense due to the severe over tonnage in the domestic container shipping arena. However, with the drop in bunker prices, we expect better results in the coming quarters. On an ongoing basis, the Group continues to look for new businesses which will provide enhancement to the future earnings of 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

6 months ended

	
	31.12.14
	31.12.13
	31.12.14
	31.12.13

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Interest income
	(113)
	(154)
	(238)
	(285)

	 Other income
	(8)
	(853)
	(150)
	(1,273)

	 Interest expense
	77
	70
	171
	143

	 Depreciation and amortisation
	1,757
	1,835
	3,522
	3,311

	 (Gain)/loss on foreign exchange
	29
	(178)
	(87)
	(176)

	 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

	
	31.12.14
	31.12.13
	31.12.14
	31.12.13

	
	RM ’000
	RM ’000
	RM ’000
	RM ’000

	
	
	
	
	

	 Current tax – Malaysia
	252
	243
	512
	534


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 up to year of assessment 2015.

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

PDZ Holdings Bhd (“PDZ” or the “Company”) had on 5 November 2014 entered into a framework agreement with Ken Makmur Holdings Sdn Bhd (“KENMAKMUR”) for the proposed production of liquified petroleum gas (“LPG”) and condensate from the natural gas supplied by KENMAKMUR from the Rakushechnoye Oil and Gas Field (“Proposed LPG Production”).  

KENMAKMUR had on 3 June 2014 signed an agreement with Markmore Energy (Labuan) Limited (“MELL”) to extract 350 metric tonne per day of LPG and 100 metric tonne per day of condensate from the 100 million standard cubic feet of gas supplied by MELL from the Rakushechnoye Oil and Gas Field. CaspiOil Gas LLP (“COG”), a wholly-owned subsidiary of MELL, is the concession holder of the Rakushechnoye Oil and Gas Field. The Rakushechnoye Oil and Gas Field is a 25-year oil and gas concession awarded to COG by the Ministry of Energy and Mineral Resources (now known as Ministry of Oil and Gas of Kazakhstan) on 26 August 2000 (and expiring on 25 August 2025).
In conjunction with the Proposed LPG Production and assuming that the indicative entry costs of USD205 million (equivalent to approximately RM656 million), which is subject to negotiation and adjustment, will be payable via a combination of cash of USD125 million (equivalent to RM400 million) and the issuance of redeemable convertible preference shares (“RCPS”) for value of USD80 million (equivalent to approximately RM256 million), the Board of Directors proposes to undertake the following:-
(a) Proposed special issue of up to 113,000,000 new ordinary share of RM0.10 each in PDZ (“PDZ Shares” or “Shares”) to independent third party investor(s) to be identified;
(b) Proposed renounceable rights issue of up to 3,438,123,500 PDZ Shares (“Rights Shares”) together with up to 1,719,061,750 free detachable warrants (“Warrants”) at an indicative issue price of RM0.22 per Rights Share on the basis of seven (7) Rights Shares for every two (2) Shares held together with one (1) Warrant for every two (2) Rights Shares subscribed;
(c) Proposed issuance of 1,024,000,000 RCPS in PDZ to KENMAKMUR at an issue price of RM0.25 per RCPS (“Proposed Issuance of RCPS”);
(d) Proposed diversification of the business of PDZ and its subsidiaries into the downstream oil and gas industry which include the production of LPG/condensate;
(e) Proposed increase in the authorised share capital of the Company from RM100,000,000 comprising 1,000,000,000 PDZ Shares to RM1,000,000,000 comprising 10,000,000,000 PDZ Shares (“Proposed IASC”); and
(f) Proposed amendments to the Memorandum and/or Articles of Association of the Company to facilitate the Proposed Issuance of RCPS and the Proposed IASC.

(Collectively, the “Proposals”)

Further details of the Proposals were disclosed in the Company’s announcement dated 5 November 2014.
B8. Bank borrowings and debt securities

	
	
	Current
	Non-current
	Total

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

	
	
	
	
	

	 Term loan (secured)
	
	1,269
	3,618
	4,887

	 Revolving credit (unsecured)
	
	1,000
	0
	1,000

	 
	
	2,269
	3,618
	5,887

	
	
	
	
	


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

6 months ended

	
	
	
	31.12.14
	31.12.13
	31.12.14
	31.12.13

	
	
	
	
	
	
	

	
	Profit/(loss) attributable to ordinary
      shareholders of the Company
	(RM ’000)
	(1,239)
	(3,354)
	(2,913)
	(2,576)

	
	Weighted average number of

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

	
	Basic earnings/(loss) per share
	(sen)
	(0.14)
	(0.39)
	(0.34)
	(0.30)

	
	
	
	
	
	
	


B12. Audit Report of preceding annual financial statements

The auditors report on the financial statements for the year ended 30 June 2014 was not qualified.

B13. Realised and unrealised profits or losses

	
	
	
	As at
	As at
	

	
	
	
	31.12.14
	30.06.14
	

	
	
	
	RM ’000
	RM ’000
	

	
	
	
	
	
	

	
	Realised
	
	(78,995)
	(74,956)
	

	
	Unrealised
	
	(211)
	(228)
	

	
	
	
	(79,206)
	(75,184)
	

	
	Consolidation adjustments
	
	52,964
	51,855
	

	
	Accumulated losses
	
	(26,242)
	(23,329)
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