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MARCO HOLDINGS BERHAD (Company No. 8985-P)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 31 MARCH  2003


Part A – Explanatory Notes Pursuant to MASB 26

1 Basis of Preparation 

The condensed financial statements are unaudited and have been prepared in accordance with the requirements of MASB 26 : Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”).

The condensed financial statements should be read in conjunction with the audited financial statements of the Group for the year ended 31 December 2002.

The accounting policies and methods of computation used in the preparation of the condensed financial statements are consistent with those adopted and used in the preparation of the most recent annual audited financial statements for the year ended 31 December 2002, except for the adoption of one new MASB Standards, which became effective from 1 January 2003, and accounting policy was being modified accordingly.  The changes in accounting policy, which resulted in prior year adjustments, are discussed below.


(a)
Changes in Accounting Policies  



MASB 25 : Income Taxes


Under MASB 25, deferred tax liabilities are recognized for all taxable temporary differences.  Previously, deferred tax liabilities were provided for on account of timing differences only to the extent that a tax liability was expected to materialize in the foreseeable future.  In addition, the Group and the Company have commenced recognition of deferred tax assets for all deductible temporary differences, when it is probable that sufficient taxable profit will be available against which the deductible temporary differences can be utilized.  Previously, deferred tax assets were not recognized unless there was reasonable expectation of their realisation.

(b) Prior Year Adjustments

The changes in accounting policies have been applied retrospectively and comparatives have been restated.  The effects of changes in accounting policies are as follows:


	
	31.3.2003

RM’000
	31.3.2002

RM’000

	Effects on retained profits:

At 1 January, as previously stated
	(24,361)
	(25,097)

	Effects of adopting MASB 25
	(761)
	-

	
	
	

	At 1 January, as restated
	(25,122)
	(25,097)

	
	
	




Comparatives amount as at 31 December 2002 have been restated as follows:

	
	As previously Stated

RM’000
	Adjustments

RM’000
	As 

Restated

RM’000

	Deferred Taxation
	11
	761
	772

	Retained profits
	(24,361)
	(761)
	(25,122)
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2 Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2002 was not qualified.

3 Comments About Seasonal or Cyclical Factors

There were no material seasonal or cyclical factors affecting the performance of the Group for the financial period ended 31 March 2003.

4 Unusual Items Due to their Nature, Size or Incidence 

There were no unusual items affecting assets, liabilities, equity, net income or cash flow of the Group during the financial period ended 31 March 2003.

5 Changes In Estimates

There were no material changes in estimates of amounts reported in the preceding year of 2002 that have a material effect on the financial quarter ended 31 March 2003.

6 Debt and Equity Securities

There were no issuance, cancellations, repurchases, resale and repayment of debt and equity securities for the financial period ended 31 March 2003.

7 Dividend Payment

The Board of Directors does not recommend the payment of dividend for the current quarter under review.

8 Segmental Information

The segmental information by industries for the Company and its subsidiaries for the current financial year to date is as follows:

	By Industries
	3 months ended 

31 Mar 03
	3 months ended 

31 Mar 02

	
	RM ‘000
	RM ‘000

	Segment Revenue
	
	

	Investment 
	-
	-

	Property Investment
	-
	-

	Distribution of timepiece and Consumer information products
	13,573
	12,213

	Others
	-
	-

	
	13,573
	12,213

	Eliminations
	-
	-

	Group Revenue
	13,573
	12,213

	
	
	

	Segment Results (Profit before Tax)
	
	

	Investment 
	(270)
	(347)

	Property Investment
	(18)
	(24)

	Distribution of timepiece and 

Consumer information products
	810       
	853       

	Others
	-
	-

	
	522
	482

	Eliminations
	-
	-

	Group Profit Before Tax
	522
	482

	
	
	

	Segment Assets Employed 
	
	

	Investment 
	118,019
	119,034

	Property Investment
	2,402
	2,645

	Distribution of timepiece and 

Consumer information products
	28,673
	30,628

	Others
	-
	-

	
	149,094
	152,307

	Eliminations
	(80,810)
	(73,667)

	Group Assets Employed
	68,284 
	78,640 


9 Carrying Amount of Revalued Assets

The valuations of land and buildings have been brought forward, without amendment, from the most recent audited financial statements for the year ended 31 December 2002. 

10
Subsequent Events 
There were no material events subsequent to the end of the current quarter that has not been reflected in these condensed financial statements.

11
Changes in the Composition of the Group

There were no changes in the composition of the Group for the financial period ended 31 March 2003.

12 Changes in Contingent Liabilities and Contingent Assets


There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2002 to the date of this quarterly report.
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13
Capital Commitments

The amount of commitments for the purchase of asset not provided for in the interim financial statements as at 31 March 2003 is as follows:









   
     RM’000


Approved but not contracted for 


   
            422








---------------










            422










=========
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14
Performance Review

The Group’s revenue for the financial quarter-to-date increased by 11% to RM13.5 million from RM12.2 million in the corresponding quarter ended 31 March 2002 while the profit before taxation increased by 8% to RM521,526 from RM482,235 for the respective periods.  

Better current quarter performance was due to the improvement in the performance of the Group’s distribution segment as certain consumer information products (scientific calculators) were allowed by Ministry of Education for usage in the government secondary schools in 2003.

15
Comment on Material Change in Profit Before Taxation

The Group’s profit before taxation for the current quarter ended 31 March 2003 of RM521,526 represents an increase of RM93,970 or 22% from the previous quarter ended 31 December 2002 of RM427,556.  This was mainly attributable to the introduction of certain consumer information products (scientific calculators) for usage in the government schools by Ministry of Education.

16 Commentary on Prospects

The recent war in Iraq and the outbreak of Severe Acute Respiratory Syndrome (“SARS”) have resulted in declining tourism and weaker private consumption.  As a result, retail industry is experiencing sluggish performance nationwide. The Board is of the opinion that the Group will remain profitable for the year 2003 if the SARS epidemic can be contained within the next three months.

17 Profit Forecast and Profit Guarantee

There were no profit forecast or profit guarantee given for the financial period ended 31 March 2003.
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18 Taxation

The analyses of the tax expense for the financial quarter ended 31 March 2003 are as follows:

	
	Current 

Quarter
	Preceding Year Corresponding 

Quarter

	
	31/3/2003

RM ‘000
	31/3/2002

RM ‘000

	Current year taxation
	262
	220

	Deferred Taxation
	-
	-

	Tax expense
	262
	220

	
	
	

	Profit/(loss) before taxation
	522
	482

	Tax at statutory rate (28%)


	146
	135

	Effects of expenses not deductible for tax purpose:
	
	

	-Depreciation
	30
	65

	-Other expenses
	86
	20

	Tax expense
	262
	220


The effective tax rates for the periods presented above are higher than the statutory tax rate principally due to the losses of certain companies within the Group cannot be set off against taxable profits made by other companies of the Group, and certain expenses which were not deductible for tax purposes.

19 Profits on Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investments and properties in the financial quarter ended 31 March 2003.

20
Purchase / Disposal of Quoted Securities

(a)
There were no purchase and disposal of quoted securities in the financial quarter ended 31 March 2003.


(b)
There were no investments in quoted securities in the financial quarter ended 31 March 2003.

21 Status of Corporate Proposals Announced but Not Completed – On Minimum Paid Up Capital Requirement

To facilitate Marco Holdings Berhad (“MHB”) in meeting the minimum paid-up share capital requirement of RM60 million set by the Securities Commission (“SC”) for companies listed on the Main Board of the KLSE, the Group is currently undertaking a corporate proposals to implement a renounceable Rights Issue of 23,712,762 new ordinary shares of RM1.00 each in MHB (“Rights Shares”) at an indicative issue price of RM1.00 per Rights Share with 35,569,143 new detachable warrants in MHB (”Warrants”) for free on the basis of two (2) Rights Share with three (3) Warrants for every four (4) existing ordinary shares of RM1.00 each in MHB (“MHB Shares”).  The said proposal is subject to the approval of the SC and other relevant authorities.
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22 Group Borrowings and Debt Securities

The tenure of Group borrowings classified as short and long term as at 31st March 2003 were as follows:

	
	RM’000

	Short term – secured
	9,288

	Short term – unsecured
	3,000

	
	

	Long term – secured
	-

	Long term – unsecured
	-

	Total
	12,288


23 Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk as at the latest practicable date, which is not earlier than 7 days from date of issue of this quarterly report.

24 Changes in Material Litigation


              

The Group does not have any material litigation, which would materially and adversely affect the financial position of the Group.

25 Dividends 

The Board does not recommend any dividend in respect of the financial period ended 31 March 2003.

26
Earning Per Share

Basic earnings per share of the Group is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the quarter ended 31 March 2003.  

	
	Current 

Quarter
	Preceding Year Corresponding 

Quarter

	
	31/03/2003

RM ‘000
	31/03/2002

RM ‘000

	Net profit/(loss) for the period (RM’000)


	260
	262

	Weighted average number of ordinary shares in issue (‘000)


	47,426
	47,426

	Basic earnings/(loss) per share (sen)


	0.55
	0.55


By Order of the Board

Lim Lai Sam

Tan Shien Yin

Secretaries

Kuala Lumpur

Date : 23 May, 2003

