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MARCO HOLDINGS BERHAD (Company No. 8985-P)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE THIRD FINANCIAL QUARTER ENDED 30 SEPTEMBER 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:



30.9.2003

RM’000
30.9.2002

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)

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 30 September 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 30 September 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 30 September 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 30 September 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
9 months ended 

30 September 03
9 months ended 

30 September 02


RM ‘000
RM ‘000

Segment Revenue



Investment 
-
-

Property Investment
995
255

Distribution of timepiece and Consumer information products
44,171
37,399

Others
-
-


45,166
37,654

Eliminations
-
-

Group Revenue
45,166
37,654





Segment Results (Profit before Tax)



Investment 
(612)
(969)

Property Investment
(22)
(43)

Distribution of timepiece and 

Consumer information products
2,447       
2,292       

Others
(2)
-


1,811
1,280

Eliminations
-
-

Group Profit Before Tax
1,811
1,280





Segment Assets  



Investment 
117,408
117,754

Property Investment
1,440
2,402

Distribution of timepiece and 

Consumer information products
29,984
31,308

Others
-
-


148,832
151,464

Eliminations
(79,733)
(72,533)

Group Assets Employed
69,099 
78,931 





Segment Liabilities 



Investment 
35,600
35,120

Property Investment
6,859
7,719

Distribution of timepiece and 

Consumer information products
5,569
8,895

Others
37
34


48,065
51,768

Eliminations
(29,686)
      (23,246)

Group Liabilities
18,379
28,522

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 30 September 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.

Part B – Explanatory Notes Pursuant to Appendix 9B Of the Listing Requirements of KLSE

13
Performance Review

The Group’s revenue for the financial quarter-to-date increased by 20% to RM45.2 million from RM37.6 million in the corresponding quarters ended 30 September 2002.  

For the nine months ended September 30, the Group posted a pre-tax profit of RM1.8 million, or an increase of 41%, compared with RM1.3 million in the corresponding period last year.  The Group’s distribution and trading operations in Indochina region and increase in the sales of scientific calculators contributed largely to the current year’s revenue and profit of the Group.

14
Comment on Material Change in Profit Before Taxation

Turnover has increased marginally by 7.6% in the third quarter as compared to the second quarter.  Pre-tax profit has tapered off marginally by 7.3%, a decline of approximately RM49,000 for the third quarter as compared to RM669,000 achieved in the second quarter.  If not due to the passive income on gain on disposal of fixed asset in the second quarter which amounted to RM184,000 as reported previously, current quarter pre-tax profit would have shown an improvement of RM135,000 alongside the increase in current quarter revenue.

15
Commentary on Prospects

With a steady improvement in the global economy and the optimistic growth of Malaysia retail industry in 2003, the Board is of the opinion that the Group will remain profitable for the year 2003.

      16
Profit Forecast and Profit Guarantee

There were no profit forecast or profit guarantee given for the financial period ended 30 September 2003.

17 Taxation

The analyses of the tax expense for the financial quarter ended 30 September 2003 are as follows:


Current 

Quarter
Preceding Year Corresponding 

Quarter


30/9/2003

RM ‘000
30/9/2002

RM ‘000

Current year taxation
795
623



-

Tax expense
795
623





Profit/(loss) before taxation
1,811
1,280

Tax at statutory rate (28%)


507
358

Effects of expenses not deductible for tax purpose:



-Depreciation
127
224

-Other expenses
161
41

Tax expense
795
623

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.

18 Profits on Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investments and properties in the financial quarter ended 30 September 2003.

19
Purchase / Disposal of Quoted Securities

(a)
There were no purchase and disposal of quoted securities in the financial quarter ended 30 September 2003.


(b)
There were no investments in quoted securities in the financial quarter ended 30 September 2003.

20 Status of Corporate Proposal Announced but Not Completed 

Marco Holdings Berhad (“MHB” or “the Company”)

The Securities Commission and the Bank Negara Malaysia had via their respective letters dated 21 August, 2003 and 26 July, 2003 approved the Company’s proposed 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 Shares with three (3) Warrants for every four (4) existing ordinary shares of RM1.00 each in MHB (“MHB Shares”) held on a date to be determined by MHB (“Proposed Rights Issue”) without any variation.

      20
Status of Corporate Proposal Announced but Not Completed (Cont’d)

Further thereto, on 10 November 2003, Commerce International Merchant Bankers Berhad further announced on behalf of MHB that the Company has on 10 November 2003 ("Price Fixing Date") fixed the issue price of the Rights Shares at RM1.00 per Rights Share, representing a discount of 36.31% from the theoretical ex-rights price of RM1.57 based on the five (5) day weighted average market price of MHB Shares immediately preceding the Price Fixing Date of RM1.86.  The Company has also fixed the exercise price of the Warrants at RM1.00 per MHB Share, representing a discount of 36.31% from the theoretical ex-rights price of RM1.57 based on the five (5) day weighted average market price of MHB Shares immediately preceding the Price Fixing Date of RM1.86.


The Proposed Rights Issue is still subject to approval being obtained from the following :

i) shareholders of MHB at an Extraordinary General Meeting to be convened; and

ii) the Kuala Lumpur Stock Exchange (“KLSE”), for the admission of the Warrants to the Official List of the KLSE, the listing of and quotation for the Warrants and for the listing of and quotation for the new MHB Shares to be issued pursuant to the Proposed Rights Issue and the exercise of the Warrants.

21 Group Borrowings and Debt Securities

The tenure of Group borrowings classified as short and long term as at 30 September 2003 were as follows:


RM’000

Short term – secured
8,618

Short term – unsecured
3,000




Long term – secured
184

Long term – unsecured
-

Total
11,802

22 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.

23 Changes in Material Litigation


              

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

24 Dividends 

The Board does not recommend any dividend in respect of the financial period ended 30 September 2003.

25
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 30 September 2003.  


Current 

Quarter
Preceding Year Corresponding 

Quarter


30/09/2003

RM ‘000


30/09/2002

RM ‘000



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


1,016
657

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


47,426
47,426

Basic earnings/(loss) per share (sen)


2.14
1.39

By order of the Board

Siew Cheau Sheang

Finance & Administration Manager

Kuala Lumpur

Date : 27 November, 2003

