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MARCO HOLDINGS BERHAD (Company No. 8985-P)

QUARTERLY REPORT ON CONSOLIDATED RESULTS

FOR THE FIRST FINANCIAL QUARTER ENDED 31 MARCH 2006


Part A – Explanatory Notes Pursuant to FRS 134

1 Basis of Preparation 

The interim financial statements are unaudited and have been prepared in accordance with the requirements of FRS 134: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad.

The interim financial statements should be read in conjunction with the audited financial statements for the year ended 31 December 2005.  These explanatory notes attached to the interim financial statements provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the year ended 31 December 2005.

2 Changes in Accounting Policies

The significant accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2005 except for the adoption of the following new/revised Financial Reporting Standards (“FRS”) effective for financial period beginning 1 January 2006:

FRS 2

Share-based Payment

FRS 3

Business Combinations

FRS 5

Non-current Assets Held for Sale and Discontinued Operations

FRS 101
Presentation of Financial Statements

FRS 102
Inventories

FRS 108 
Accounting Policies, Changes in Estimates and Errors

FRS 110
Events after the Balance Sheet Date

FRS 116
Property, Plant and Equipment

FRS 121
The Effects of Changes in Foreign Exchange Rates

FRS 127
Consolidated and Separate Financial Statements

FRS 128
Investments in Associates

FRS 131 
Interests in Joint Ventures

FRS 132 
Financial Instruments : Disclosure and Presentation

FRS 133
Earnings Per Share

FRS 136
Impairment of Assets

FRS 138 
Intangible Assets

FRS 140
Investment Property

The adoption of all the above FRS does not have significant financial impact on the Group.  The principal effects of the changes in accounting policies resulting from the adoption of the other new/revised FRSs are discussed below:

a) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of expenses, current and non-current assets, current and non-current liabilities and other disclosures.  In the consolidated balance sheet, assets and liabilities is presented using a current/non-current classification.  In the consolidated income statement, analysis of expenses is presented using a classification based on the nature of expense method.  FRS 101 also requires disclosure, on the face of the statement of changes in equity, total recognized income and expenses for the period, showing separately the amounts attributable to equity holders of the parent and to minority interest.  

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101, with the comparatives restated to conform with the current period’s presentation.

3 Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2005 was not qualified.

4 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 2006.

5 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 2006 except as disclosed in Note 2.

6 Changes In Estimates

The revised FRS 116:Property, Plant and Equipment requires the review of the residual value and remaining useful life of an item of property, plant and equipment at least at each financial year-end.  There were no changes in estimates that have had a material effect in the current quarter results.

7 Debt and Equity Securities

There were no issuance, cancellations, repurchases, resale and repayments of debt and equity securities in the current quarter under review.

8 Dividend Payment

There were no dividend payment during the financial period ended 31 March 2006.

9 Segmental Information

	
	3 months ended 

31 March 2006
	3 months ended

31 March 2005

	
	RM ‘000


	RM ‘000



	Segment Revenue
	
	

	Investment 
	-
	-

	Property Investment
	-
	-

	Distribution of timepiece and Consumer information products
	15,804
	16,538

	Others
	-
	-

	Total revenue including inter-segment sales
	15,804
	16,538

	Eliminations of inter-segment sales
	-
	-

	Total Revenue
	15,804
	16,538

	
	
	

	Segment Results (Profit before Tax)
	
	

	Investment 
	(29)
	90

	Property Investment
	-  
	-

	Distribution of timepiece and 

Consumer information products
	931       
	907

	Others
	-
	(1)

	
	902
	996

	Eliminations
	-
	-

	Total Results 
	902
	996


10 Carrying Amount of Revalued Assets

The valuations of land and buildings have been brought forward, without amendment, from the financial statements for the year ended 31 December 2005. 

11  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.

12
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current quarter.

13 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 2005.

14 Capital Commitments

The amount of commitments for the purchase of office equipment not provided for in the financial statements as at 31 March 2006 is as follows:


RM’000



Approved and contracted for                     
        232



Approved but not contracted for                                                      152  


                                                                                                  ________                



        384


                                                                                                   =======

15 Related Party Transactions

	Group
	Current Quarter 

31 March 2006

RM’000


	Estimated Value Approved under Shareholders’ Mandate from 29 June 2005 to the date of next AGM

RM’000

	Purchase of goods from Marco Marketing Pte. Ltd., a company in which Directors of a subsidiary, Tan Han Chuan and Tan Ching Ching, have interests


	9,106
	15,000

	Sales of goods to Marco Marketing Pte. Ltd., a company in which Directors of a subsidiary, Tan Han Chuan and Tan Ching Ching, have interests


	3,651


	8,000


      16  Subsequent Events

There were no material events subsequent to the end of the current quarter.

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

17  Performance Review

The Group’s revenue for the current financial period ended 31 March 2006 of RM15.8 million was 4% lower as compared to RM16.5 million registered in the corresponding period of 2005. There was a drop in revenue as a result of the overall soft retail market following the interest rate hike as well as oil price increase.


The Group’s pre-tax profit for the period ended 31 March 2006 of RM901,537 was 9% lower than that of the previous corresponding period of RM996,258.  The reduction was primarily due to the Group registered a lower other income in the quarter under review.

18  Comment on Material Change in Profit Before Taxation

Profit before taxation for the current quarter ended 31 March 2006 of RM901,537 was  22% lower as compared to RM1,162,740 registered in the immediate preceding quarter ended 31 December 2005.  The Group registered a lower profit in the first quarter of 2006 as a result of slow growth in domestic consumption following the interest rates hike and oil price increase.
19  Commentary on Prospects

The year 2006 will remain challenging for the Group in view of the uncertainty on the international price of crude oil, which could lead to higher operating cost; and continued competition.  Nevertheless, the Group will strive to remain competitive through its expansions while seeking new opportunities.  The Board believes that the performance of the Group will remain satisfactory in 2006.

 

      20   Profit Forecast and Profit Guarantee

The disclosure requirements for explanatory notes for the variance of actual profit after tax and minority interest and forecast profit after tax and minority interest and for the shortfall in profit guarantee are not applicable.

21 Taxation

	
	3 months ended
	3 months ended

	
	31/3/2006

RM ‘000
	31/3/2005

RM ‘000

	Income Tax
	227
	297

	
	
	

	Tax expense
	227
	297

	
	
	

	Profit/(loss) before taxation
	902
	996

	Tax at statutory rate (28%)

-Deferred Tax (Assets)/ Liabilities 
	253

(30)
	278

-

	-(Over)/Under provision of taxation 
	(3)
	(46)

	-Effects of expenses not deductible for tax purpose
	11
	65

	-Group relief
	(4)
	-

	Tax expense
	227
	297


The effective tax rates for the current quarter was lower than the statutory tax rate principally due to losses incurred by company within the group can be set off against taxable profits made by other subsidiaries as a result of group relief incentive.   The effective tax rates for the previous financial periods ended 31 March 2005 were higher than the statutory tax rate principally due to the losses of certain subsidiaries which cannot be set off against taxable profits made by other subsidiaries, and certain expenses which are not deductible for tax purposes.

22 Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investments and properties in the financial quarter ended 31 March 2006.

23  Quoted Securities

(a)
There were no purchase and disposal of quoted securities in the financial quarter ended 31 March 2006.


(b)
There were no investments in quoted securities in the financial quarter ended 31 March 2006.

24 Corporate Proposal 

There were no corporate proposals announced but not completed.

25 Group Borrowings and Debt Securities

	
	RM’000

	Short term borrowings – secured


	10

	Total
	10


26 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.

27 Changes in Material Litigation


              

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

28 Dividend Payable

The Board of Directors recommend a first and final dividend of 0.3 sen or 3% per share less 28% tax for the financial year ended 31 December 2005, amounting to a dividend payable of RM1,538,684.  The proposal will be tabled at the forthcoming Annual General Meeting for shareholders’ approval.

No interim dividend has been declared for the financial period ended 31 March 2006.

29  Earning Per Share

(a) Basic

Basic earnings per share amounts are calculated by dividing the net profit for the period attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares in issue during the period.

	
	3 months ended
	3 months ended

	
	31/3/2006

RM ‘000


	31/3/2005

RM ‘000



	Net profit for the period (RM’000)


	675
	699

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


	662,915
	662,915

	Basic earnings per share (sen)


	0.10
	0.11


29  Earning Per Share (Cont’d)


(b) Diluted

For the purpose of calculating diluted earnings per share, the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares after share split, i.e. assuming full exercise of the Warrants.

	
	3 months ended
	3 months ended

	
	31/3/2006

RM ‘000


	31/3/2005

RM ‘000



	Net profit for the period (RM’000)


	675
	699

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


	662,915
	662,915

	Number of Warrants 
	354,720
	354,720

	Effects of dilution:

Warrants
	(161,236)
	(161,236)

	Adjusted weighted average number of ordinary shares in issue and issuable
	856,399
	856,399

	Diluted earnings per share (sen)


	0.08
	0.08


30  Authorisation for Issue

The condensed financial statements were authorised for issue by the Board of Directors in    accordance with a resolution of the directors on 29 May 2006. 

By order of The Board

Siew Cheau Sheang

Finance and Administration Manager

Kuala Lumpur

Date :  29 May 2006

