STERLING PROGRESS BERHAD 
(Company No. 679361-D)

Tel No: 04-5082000   Fax No: 04-5082002
Email: sales@tejari.com.my

	CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

	AND OTHER COMPREHENSIVE INCOME

	For the First (1st) Quarter Ended 30 June 2016

	(The figures have not been audited)

	
	
	
	
	
	

	
	INDIVIDUAL QUARTER
	
	CUMULATIVE QUARTER

	
	Current
	Preceding Period
	
	Current
	

	
	
	Corresponding
	
	
	Preceding

	
	Quarter
	Quarter
	
	Year-to-date
	16 Months

	
	Ended
	Ended
	
	Ended
	Period To-Date

	
	30.06.2016
	30.06.2015
	
	30.06.2016
	30.06.2015

	
	RM’000
	RM’000
	
	RM’000
	RM’000

	
	
	
	
	
	

	Revenue
	28,648
	36,160
	
	28,648
	36,160

	
	
	
	
	
	

	Cost of sales
	(27,878)
	(35,651)
	
	(27,878)
	(35,651)

	
	
	
	
	
	

	Gross profit
	770
	509
	
	770
	509

	
	
	
	
	
	

	Other income
	1,074
	668
	
	1,074
	668

	
	
	
	
	
	

	Research and development cost
	-
	-
	
	-
	-

	
	
	
	
	
	

	Distribution costs
	(21)
	(36)
	
	(21)
	(36)

	
	
	
	
	
	

	Administrative and other expenses
	(4,496)
	(5,788)
	
	(4,496)
	(5,788)

	
	
	
	
	
	

	Loss from operations
	(2,673)
	(4,647)
	
	(2,673)
	(4,647)

	
	
	
	
	
	

	Finance costs
	(103)
	(221)
	
	(103)
	(221)

	
	
	
	
	
	

	Loss before taxation
	(2,776)
	(4,868)
	
	(2,776)
	(4,868)

	
	
	
	
	
	

	Taxation
	-
	382
	
	-
	382

	
	
	
	
	
	

	Loss for the period
	(2,776)
	(4,486)
	
	(2,776)
	(4,486)

	Other comprehensive income
	-
	-
	
	-
	-

	Total comprehensive income for the period
	(2,776)
	(4,486)
	
	(2,776)
	(4,486)

	Loss attributable to:
	
	
	
	
	

	Owners of the Parent
	(2,776)
	(4,486)
	
	(2,776)
	(4,486)

	Non-controlling interests
	-
	-
	
	-
	-

	
	(2,776)
	(4,486)
	
	(2,776)
	(4,486)

	Total comprehensive income attributable to:
	
	
	
	
	

	Owners of the Parent
	(2,776)
	(4,486)
	
	(2,776)
	(4,486)

	Non-controlling interests
	-
	-
	
	-
	-

	
	(2,776)
	(4,486)
	
	(2,776)
	(4,486)

	Loss per share attributable to the owners of the Company (sen):-
	
	
	
	
	

	Basic loss per share (sen)
	(0.03)
	(0.05)
	
	(0.03)
	(0.05)

	
	
	
	
	
	

	Diluted loss per share (sen)
	N/A
	N/A
	
	N/A
	N/A


The condensed consolidated Statement of profit or loss and other comprehensive income should be read in conjunction with the audited financial statements for the financial period ended 31 March 2016 and the accompanying explanatory notes attached to the interim financial statements.
	CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

	As at 30 June 2016

	
	(Unaudited)
	
	(Audited)

	
	As at 30.06.2016
	
	As at 31.03.2016

	
	RM'000
	
	RM'000

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Property, plant and equipment
	31,852
	
	33,342

	Intangible assets
	2,638
	
	2,918

	Investment properties
	2,898
	
	2,927

	Goodwill arising from consolidation
	5,619
	
	5,619

	Deferred tax assets
	1,525
	
	1,525

	
	44,532
	
	46,331

	Current assets
	
	
	

	Inventories
	2,661
	
	2,915

	Receivables, deposits and prepayments
	37,433
	
	35,598

	Tax recoverable
	1,084
	
	1,083

	Cash and cash equivalents
	6,604
	
	8,311

	
	47,782
	
	47,907

	Assets held for sale
	1,466
	
	1,470

	
	
	
	

	TOTAL ASSETS
	49,248
	
	49,377

	
	93,780
	
	95,708

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Share capital
	98,918
	
	98,918

	Share premium
	4,842
	
	4,842

	Esos reserve
	1,240
	
	1,240

	Warrant reserve
	8,401
	
	8,401

	Other reserves
	305
	
	305

	Accumulated losses
	(43,983)
	
	(41,207)

	Equity attributable to owners of the Parent
	69,723
	
	74,299

	Non-controlling interests
	(6)
	
	(6)

	TOTAL EQUITY
	69,717
	
	72,493

	Non-current liabilities

	
	
	

	Borrowings
	1,388
	
	1,500

	Deferred tax liabilities
	1,769
	
	1,769

	
	3,157
	
	3,269

	Current liabilities
	
	
	

	Trade and other payables
	12,062
	
	13,713

	Borrowings
	8,778
	
	6.193

	Provision for taxation
	66
	
	40

	
	20,906
	
	19,946

	TOTAL LIABILITIES
	24,063
	
	23,215

	
	
	
	

	TOTAL EQUITY AND LIABILITIES
	93,780
	
	85,708

	Net assets per share attributable to the owners Of the parent(RM)
	0.07
	
	0.07

	


The condensed consolidated statement of financial position should be read in conjunction with the audited financial statements for the financial period ended 31 March 2016 and the accompanying explanatory notes attached to the interim financial statements.
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	For the First (1st) Quarter Ended 30 June 2016

	(The figures have not been audited)


	
	
	Attributable to owners of the Parent
	
	

	
	Share
	Share
	Retained
	Warrant
	
	ESOS
	Non-
	Total

	
	
	
	
	
	Other
	
	controlling
	

	
	Capital
	Premium
	Earnings
	Reserve
	Reserve
	Reserve
	interests
	Equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	

	At 1 April 2016
	98,918
	4,842
	(41,207)
	8,401
	305
	1,240
	(6)
	72,493

	
	
	
	
	
	
	
	
	

	Total comprehensive income for the financial year
	-
	-
	(2,776)
	-
	-
	-
	-
	(2,776)

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	At 30 June 2016
	98,918
	4,842
	(43,983)
	8,401
	305
	1,240
	(6)
	69,717


The condensed consolidated statement of changes in equity should be read in conjunction with the audited financial statements for the financial period ended 31 March 2016 and the accompanying explanatory notes attached to the interim financial statements.
	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
	CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

	For the First (1st) Quarter Ended 30 June 2016
	For the First (1st) Quarter Ended 28 February 2014

	(The figures have not been audited)
	(The figures have not been audited)


	
	
	Attributable to owners of the Parent
	
	

	
	Share
	Share
	Retained
	Warrant
	
	ESOS
	Non-
	Total

	
	
	
	
	
	Other
	
	controlling
	

	
	Capital
	Premium
	Earnings
	Reserve
	Reserve
	Reserve
	interests
	Equity

	
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	
	
	
	
	

	At 1 April 2015
	98,918
	4,842
	(7,303)
	8,401
	305
	-
	(4)
	105,159

	
	
	
	
	
	
	
	
	

	Total comprehensive income for the financial year
	-
	-
	(33,904)
	-
	-
	-
	(2)
	(33,906)

	
	
	
	
	
	
	
	
	

	Transaction with owners
	
	
	
	
	
	
	
	

	Employee shares options
	-
	-
	-
	-
	-
	1,240
	-
	1,240

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	At 31 March 2016
	98,918
	4,842
	(41,207)
	8,401
	305
	1,240
	(6)
	72,493


The condensed consolidated statement of changes in equity should be read in conjunction with the audited financial statements for the financial period ended 31 March 2016 and the accompanying explanatory notes attached to the interim financial statements.
	CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

	For the First (1st) Quarter Ended 30 June 2016

	 (The figures have not been audited)

	

	
	Cumulative quarter

	
	Current
	(Audited)

	
	Year-to-date
	As at 31.03.2016

	
	RM'000
	RM'000 

	Cash flow from operating activities
	
	

	Loss before taxation 
	(2,776)
	(35,266)

	Adjustments for:-
	
	

	Amortisation of intangible assets
	312
	3,186

	Bad debts written off
	-
	5,235

	Deposits written off
	-
	582

	Depreciation of property, plant and equipment
	1,469
	6,445

	Depreciation of investment properties
	20
	84

	Gain on disposal of property, plant and equipment
	-
	(505)

	Impairment loss on trade receivables
	-
	5,215

	Impairment loss on intangible assets
	-
	2,184

	Finance costs
	104
	722

	Interest income
	(12)
	(254)

	Inventories written off
	-
	618

	Property, plant and equipment written off
	-
	2,048

	Share options granted under ESOS
	-
	1,240

	Unrealized gain on foreign exchange
	-
	5

	Operating loss before working capital changes
	(883)
	(8,461)

	Inventories
	253
	574

	Receivables, deposits and prepayments
	(5,312)
	32,081

	Payables and accruals
	1,830
	(18,843)

	
	(4,112)
	5,351

	Interest paid
	(104)
	(722)

	Tax paid
	(10)
	(178)

	Tax refund
	35
	732

	Net cash from operating activities
	(4,191)
	5,183

	
	
	

	Cash flows from investing activities
	
	

	Interest received
	12
	254

	Purchase of property, plant and equipment (Note a)
	-
	(267)

	Purchase of intangible assets
	-
	(507)

	Proceeds from disposal of property, plant and equipment
	-
	743

	Net cash from investing activities 
	12
	223

	
	
	


The condensed consolidated statement of cash flows should be read in conjunction with the audited financial statements for the financial period ended 31 March 2016 and the accompanying explanatory notes attached to the interim financial statements.
	CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

	For the First (1st) Quarter Ended 30 June 2016

	(The figures have not been audited)

	

	
	Cumulative quarter

	
	Current
	(Audited)

	
	Year-to-date
	As at 31.03.2016

	
	RM'000
	RM'000

	
	
	

	Cash flows from financing activities
	
	

	Changes in fixed deposits with licensed banks
	(100)
	3,817

	Repayment of finance lease payables
	2,639
	(304)

	Net repayment of bankers acceptance
	(84)
	(14,583)

	Net repayment of term loans
	(17)
	(441)

	Net cash flows from / (used in) financing activities
	2,438
	(11,511)

	
	
	

	Net decrease in cash and cash equivalents
	1,741
	

	Cash and cash equivalents at the beginning of the financial year
	7,372
	(6,105)

	Effect of foreign exchange rate changes
	-
	13,477

	  Cash and cash equivalents at the end of the financial year (Note b)
	5,631
	7,372

	
	
	

	 (a) Purchase of property, plant and equipment:
	
	

	
	
	

	· financed by hire purchase arrangements
	
	

	· financed by cash
	-
	267

	
	-
	267

	
	
	

	(b) Analysis of cash and cash equivalents:
	
	

	
	
	

	Cash and bank balances
	3,738
	6,256

	Fixed deposits with licensed banks
	2,355
	1,644

	Short-term funds
	511
	411

	
	6,604
	8,311

	Less: Bank overdrafts
	(462)
	(528)

	
	6,142
	7,783

	 Less: Fixed deposit pledged to a licensed bank
	(511)
	(411)

	
	5,631
	7,372


The condensed consolidated statement of cash flows should be read in conjunction with the audited financial statements for the financial period ended 31 March 2016 and the accompanying explanatory notes attached to the interim financial statements.
Part A – 
Explanatory Notes Pursuant to Malaysian Financial Reporting Standard (MFRS) 134- Interim Financial Reporting
1.
Basis of Preparation

The interim financial statements are unaudited and have been prepared in accordance with MFRS 134: Interim Financial Reporting and Rule 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad for the ACE Market.

The interim financial statements should be read in conjunction with the audited financial statements of Sterling Progress Berhad (“Sterling Group” or “Company”) on a consolidated basis with its subsidiaries (“Sterling Group” or “Group”) for the financial year ended 31 March 2016 and the explanatory notes attached to the interim financial statements, which provide an explanation of events and transactions that are significant to understand the changes in the financial position and performance of the Group since the financial year ended 31 March 2016.

2.
Changes In Accounting Policies
The accounting policies and methods of computation used in the preparation of the quarterly financial statements are consistent with those applied in the latest audited annual financial statements for the financial year ended 31 March 2016.

The significant accounting policies adopted are consistent with those of the audited financial statements financial year ended 31 March 2016.

3.
Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements of the Group for the financial year ended 31 March 2016 was not subject to any qualification.

4.
Seasonal or Cyclical Factors

The Group is subjected to the cyclical effects of the global and Malaysian technology industry.

5.
Unusual Items due to their Nature, Size or Incidence
There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the current quarter.

6.
Material Changes in Estimates

There were no changes in estimates of amounts which have a material effect for the current quarter results under review. 

7.
Debt and Equity Securities

There were no issuances, cancellations, repurchases, resale and other repayments of debt and equity securities during the current quarter.

8.
Dividends Paid

No dividend has been paid during the current quarter.

Part A – 
Explanatory Notes Pursuant to Malaysian Financial Reporting Standard (MFRS) 134- Interim Financial Reporting (Continued)
9.
Segmental Information
Sales revenue by division to external parties for the quarter ended 30 June 2016 are as follows:-
	
	
	
	
	

	
	Hydraulic
	ICT
	Other Operating Segment
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	
	
	
	
	

	External Sales
	1,078
	26,902
	668
	28,648

	
	
	
	
	

	Gross Profit
	539
	(156)
	387
	770

	
	
	
	
	

	Loss before taxation
	(107)
	(1,935)
	(734)
	(2,776)


Sales revenue by division to external parties for the quarter ended 30 June 2015 are as follows:-

	
	Hydraulic
	ICT
	Other Operating Segment
	Consolidated

	
	RM’000
	RM’000
	RM’000
	RM’000

	Revenue
	
	
	
	

	
	
	
	
	

	External Sales
	1,258
	33,621
	1,281
	36,160

	
	
	
	
	

	Gross Profit
	528
	(339)
	320
	509

	
	
	
	
	

	Loss before taxation
	(221)
	(3,612)
	(1,035)
	(4,868)


10.
Valuation of Property, Plant and Equipment

The Group did not revalue any of its assets from the previous audited financial statements for the financial year ended 31 March 2016.
11.
Contingent Assets or Liabilities

Details of contingent liabilities as at 18 August 2016 (the latest practicable date which is not earlier than 7 days from the issue of this quarterly report) are as follows:

	
	As at

30.06.2016
RM’000
	
	As at

31.03.2016
RM’000

	Corporate guarantees extended to financial institutions 
	
	
	

	for banking facilities granted to subsidiary companies and suppliers
	5,500
	
	5,500


There are no contingent assets since the last annual balance sheet as at 31 March 2016.
Part A – 
Explanatory Notes Pursuant to Malaysian Financial Reporting Standard (MFRS) 134- Interim Financial Reporting (Continued)

12.
Capital Commitments

There were no capital commitments for the current quarter under review.

13.
Material Events Subsequent to the End of the Interim Reporting Period

There were no material events subsequent to the end of the current quarter under review up to 18 August 2016, being the latest practicable date not earlier than seven (7) days from the date of issue of this quarterly report except the Board of Directors (“Board”) of Sterling Progress Berhad (“SPB”) had announced that Tejari Engineering Sdn. Bhd. (“TESB”), a wholly-owned subsidiary of the Company had on 5 August 2016 entered into a Sale and Purchase Agreement (“SPA”) with Nautisch Engineering Sdn. Bhd. (886098-K) (“the Purchaser”), to dispose of its freehold land and a single storey factory and a two storey office erected thereon bearing postal address No. 916, Jalan Juru, 14100 Juru, Simpang Ampat, Pulau Pinang ("the Property") for total cash consideration of RM7.5 million.
Part B – 
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirement of Bursa Malaysia Securities Berhad (Continued)

1. Review of Performance

Current Year Quarter versus Preceding Period Corresponding Quarter

For the current quarter ended 30 June (“Q1 2016”), the Group recorded revenue of RM28.7 million as compared to the revenue for the preceding year's corresponding quarter 30 June 2015 (“Q1 2015”) of RM36.6 million. The decrease was mainly due to lower revenue recorded for the sales of notebooks and smartphones.

The Group recorded a higher gross profit margin of 2.69% for Q4 2016 as compared to 1.41% in the preceding year. The increase was mainly due to the higher margin derived from the ICT business.

2. Variation of Results against Preceding Quarter

	
	
	Quarter ended
	Variance

	
	30.06.2016
	31.03.2016
	

	
	RM’000
	RM’000
	RM’000
	
	%

	
	
	
	
	
	

	Revenue
	28,648
	40,763
	(12,115)
	
	(0.30)%

	Loss before tax (LBT)
	(2,776)
	(17,792)
	(20,568)
	
	(1.12)%


The decrease in revenue was mainly due to lower revenue recorded for the sales of notebooks and smartphones. The lower LBT is due to previous quarter, there was bad debts written off and impairment loss in trade receivables and intangible assets.
3. Commentary on Prospects

The Group believes that the Malaysian retail sector will face a challenging year ahead in 2016 in view of the anticipated reduction in consumer spending.

4. Actual Profit against Profit Forecast

There was no profit forecast or guarantee made public for the financial period under review.

5. Income Tax Expense

	
	Current Quarter Ended
	Cumulative Quarter Ended

	
	31.03.2016
	31.03.2015
	31.03.2016
	31.03.215

	
	RM’000
	RM’000
	RM’000
	RM’000

	Current tax
	-
	20
	-
	20

	Deferred tax
	-
	(402)
	-
	(402)

	Tax expense
	-
	(382)
	-
	(382)


The effective tax rate of the Group for the current quarter under review is lower than the statutory tax rate of 25% mainly due to losses incurred of it’s subsidiary.

Part B – 
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirement of Bursa Malaysia Securities Berhad (Continued)

6. Sales of Unquoted Investments and Properties

There were no disposals of unquoted investment and properties during the current quarter under review.
7. Quoted Securities

There were no purchases or disposals of quoted securities during the current quarter under review. The Group did not hold any investments in quoted securities as at 31 March 2016.

8. Borrowings and Debt Securities


The Group’s borrowings as at 30 June 2016 are as follows:-

	
	Payable within
	Payable after
	Total

	
	12 months
	12 months
	Outstanding

	
	RM’000
	RM’000
	RM’000

	Secured
	
	
	

	Banker’s acceptance
	7,999
	-
	7,999

	Bank overdraft
	462
	-
	462

	Finance lease
	288
	616
	904

	Term loan
	29
	772
	801

	Total
	8,778
	1,388
	10,166


The banker’s acceptance are secured by fixed deposits of a subsidiary company and jointly and severally guaranteed by all the directors of the subsidiary company.

The finance lease are secured by the assets of the Group under finance lease arrangements.

The term loan are secured and covered by the fixed deposit with licensed bank.

The Group’s borrowings and other facilities are denoted in local currency. The Group does not have any foreign borrowings and debt securities as at 31 March 2016.

9. Derivative Financial Instruments

There were no derivative financial instruments as at 18 August 2016 (the latest practicable date which is not earlier than 7 days from the issue of this quarterly report).

10. Changes in Material Litigation

Since the last annual balance sheet date, there was no pending material litigation at 18 August 2016 (the latest practicable date which is not earlier than 7 days from the issue of this quarterly report). 

11. Dividend 

No dividend has been proposed for the financial year under review.
Part B – 
Explanatory Notes Pursuant to Appendix 9B of the Listing Requirement of Bursa Malaysia Securities Berhad (Continued)

12. Basic earnings per Share

Basic earnings per share is calculated by dividing profit for the year attributable to ordinary equity holders of the Company by the weighted average number of ordinary shares in issue during the year.

13. Basic earnings per Share (continued)
	
	Current Quarter Ended
	Cumulative Quarter Ended

	
	30.06.2016
	30.06.2015
	30.06.2016
	30.06.2015

	
	RM’000
	RM’000
	RM’000
	RM’000

	
	
	
	
	

	Loss for the quarter
	(2,776)
	(4,486)
	(2,776)
	(4,486)

	
	
	
	
	

	Weighted average number of ordinary shares of RM0.10 in issue
	989,180
	989,180
	989,180
	989,180

	
	
	
	
	

	Basic earnings per share (sen)
	(0.03)
	(0.05)
	(0.03)
	(0.05)


The fully diluted earnings per share is not disclosed as the effects on the assumed exercise of the share options under Warrants is anti-dilutive.
14. Disclosure of Realised and Unrealised Profits or Accumulated losses

On 25 March 2010, Bursa Securities issued a directive to all listed issuers pursuant to Paragraphs 2.06 and 2.23 of the Bursa Securities Ace Market Listing Requirements. The directive requires all listed issuers to disclose the breakdown of the unappropriated profits or accumulated losses as at the end of the reporting period, into realised and unrealised profits or losses. 

On 20 December 2010, Malaysian Institute of Accountants further issued guidance on the disclosure and the format required. 

The breakdown of the (accumulated losses)/retained profits of the Group as at 31 March 2016, into realised and unrealised (accumulated losses)/profits, pursuant to the directive, is as follows:
	
	As at
	
	As at

	
	30.06.2016
	
	31.03.2016

	
	RM’000
	
	RM’000

	
	
	
	

	Total (accumulated losses) retained profits of the Group:
	
	
	

	· Realised
	(43,983)
	
	(41,207)

	· Unrealised
	(244)
	
	(244)

	
	(44,227)
	
	(41,451)


The determination of realised and unrealised profits is compiled based on Guidance of Special Matter No.1, Determination of Realised an+d Unrealised Profits or Losses in the Context of Disclosure Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, issued by the Malaysian Institute of Accountants on 20 December 2010.

The disclosure of realised and unrealised profits above is solely for complying with the disclosure requirements stipulated in the directive of Bursa Securities and should not be applied for any other purposes.

15. Authorisation for Issue

These unaudited interim financial statements were authorised for release by the Company in accordance with a resolution of the Directors dated 24 August 2016.
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