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MARCO HOLDINGS BERHAD (Company No. 8985-P)

                  NOTES TO THE UNAUDITED CONDENSED FINANCIAL STATEMENTS
FOR THE FINANCIAL PERIOD ENDED 30 SEPT 2010

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 Main Market 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 2009.  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 2009.

2 Changes in Accounting Policies

The accounting policies adopted are consistent with those of the audited financial statements for the year ended 31 December 2009, except for the adoption of the following new Financial Reporting Standards (“FRSs”), Amendments to FRSs and Interpretations by the Group with effect from 1 January 2010: 
	FRS 4
	Insurance Contracts

	FRS 7
	Financial Instruments : Disclosures

	FRS 101
	Presentation of Financial Statements (Revised)

	FRS 123:
	Borrowing Costs

	FRS 139:
	Financial Instruments: Recognition and Measurement

	Amendments to FRS 1    & FRS 127
	First-time Adoption of Financial Reporting Standards and Consolidated and Separate Financial Statements : Cost of an Investment in a Subsidiary, Jointly Controlled Equity or Associate

	Amendments to FRS 2
	Share-based Payment: Vesting Conditions and Cancellations

	Amendments to FRS 7
	Financial Instruments: Disclosures

	Amendments to FRS 132
	Financial Instruments: Presentation

	Amendments to FRS 139
	Financial Instruments: Recognition and Measurement, Disclosures and Reassessment of Embedded Derivatives

	IC Interpretation 9
	Reassessment of Embedded Derivatives

	IC Interpretation 10
	Interim Financial Reporting and Impairment

	IC Interpretation 11
	FRS2-Group and Treasury Share Transactions

	IC Interpretation 13
	Customer Loyalty Programmes

	IC Interpretation 14
	FRS119-The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their interaction


The above new FRSs, Amendments to FRSs and Interpretations are expected to have no significant impact on the financial statements for the Group and the Company upon their initial application except as described below:

2 Changes in Accounting Policies (cont’d)

(a) FRS 101 : Presentation of Financial Statements

FRS 101 requires all changes in equity arising from transactions with owners in their capacity as owners to be presented separately from components of comprehensive income.  Components of comprehensive income are presented in the “Condensed Consolidated Statement of Comprehensive Income”.  The consolidated “Balance Sheet” and “Consolidated Cash Flow Statement” have been re-titled “Consolidated Statement of Financial Position” and “Consolidated Statement of Cash Flows” respectively.  Comparatives for 2009 have been restated to conform to FRS 101.  As this is a disclosure standard, there will be no impact to the financial position and results of the Group.

3 Auditors’ Report on Preceding Annual Financial Statements

The auditors’ report on the financial statements for the year ended 31 December 2009 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 quarter ended 30 Sept 2010.

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 quarter ended 30 Sept 2010.
6 Changes In Estimates

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 Paid

First and final dividend in respect of the year ended 31 December 2009 of 5% per share less 25% Malaysian Income Tax on 712,353,800 ordinary shares was paid on 30th July 2010 to depositors registered in the Record of Depositors, amounting to RM2,671,327.

9 Segmental Information 

	
	Current Year 

3rd Quarter Ended

30 Sept 2010
	Preceding Year 

3rd Quarter Ended

30 Sept 2009

	
	RM ‘000


	RM ‘000



	Segment Revenue
	
	

	Investment
	-
	-

	Property Investment
	-
	-

	Distribution of timepiece and Consumer information products
	28,738
	21,725

	Others
	-
	-

	Total revenue including inter-segment sales
	28,738
	21,725

	Eliminations of inter-segment sales
	-
	-

	Total Revenue
	28,738
	21,725

	
	
	

	Segment Results (Profit before Tax)
	
	

	Investment 
	(1)
	(45)

	Property Investment
	-  
	-

	Distribution of timepiece and 

Consumer information products
	2,794       
	1,582

	Others
	-
	(2)

	
	2,793
	1,535 

	Eliminations
	-
	-

	Total Results 
	        2,793
	1,535


	
	Current 

Year-To-Date 

30 Sept 2010
	Preceding
Year-To-Date
30 Sept 2009

	
	RM ‘000


	RM ‘000



	Segment Revenue
	
	

	Investment
	-
	-

	Property Investment
	-
	-

	Distribution of timepiece and Consumer information products
	79,166
	65,105

	Others
	-
	-

	Total revenue including inter-segment sales
	79,166
	65,105

	Eliminations of inter-segment sales
	-
	-

	Total Revenue
	79,166
	65,105

	
	
	

	Segment Results (Profit before Tax)
	
	

	Investment 
	(167)
	(207)

	Property Investment
	-  
	-

	Distribution of timepiece and 

Consumer information products
	7,891       
	5,065

	Others
	(2)
	(4)

	
	7,722
	4,854 

	Eliminations
	-
	-

	Total Results 
	        7,722
	4,854


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 2009.
11  Material events subsequent to the balance sheet date 
There were no material events subsequent to the end of the current quarter that have 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 2009.

14 Capital Commitments

The amount of commitments for the purchase of office equipment not provided for in the financial statements as at 30 Sept 2010 is as follows:


RM’000



Approved and contracted for        
       17     



Approved but not contracted for                                         
    146  


                                                                                                  ________                



     163    


                                                                                                   =======

15 Related Party Transactions

	Group
	From 

24 June 2010
To

30 Sept 2010
RM’000
	Estimated Value Approved under Shareholders’ Mandate from 24 June 2010 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


	75
	11,500

	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


	2,359

	11,500


Part B – Additional Information Required Under Bursa Securities Main Market Listing Requirements
16  Review of the Group Results for the Quarters Ended 30 September 2010
During the quarters under review, the Group recorded a 22% growth in revenue from RM65.10 million to RM79.17 million due to higher revenue contribution from its local distribution businesses.    The Group registered a pre-tax profit of RM7.72 million or 59% higher compared to pre-tax profit of RM4.85 million in the previous year corresponding quarters.  The improvement is attributable to higher margin derived from local sales and strengthening of Ringgit against US dollars.
17  Variation of Results Against the Preceding Quarter
The current quarter revenue of RM28.74 million is 11% higher than the immediate preceding quarter of RM25.78 million due to additional revenue contribution from its two new distribution businesses of Musical Keyboard and Digital Camera.  Profit before taxation for the current quarter ended 30 September 2010 of RM2.79 million was marginally higher as compared to RM2.76 million registered in the immediate preceding quarter ended 30 June 2010 mainly due to higher margin derived from local sales and strengthening of Ringgit against US dollars.   
18  Commentary on Prospects

With the addition of new businesses described in note 17 above, the Group anticipates the local distribution businesses to see an upward trend in terms of revenue growth.  Despite the challenges of uncertain economic turnaround outside Asia, the Board is confident that the performance of the Group will be encouraging for the rest of 2010. 
      19   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.

20 Taxation

	
	9 months ended
	9 months ended

	
	30/9/2010
RM ‘000
	30/9/2009
RM ‘000

	Income Tax
	2,034
	1,108

	
	
	

	Tax expense
	2,034
	1,108

	
	
	

	Profit/(loss) before taxation
	7,722
	4,854

	Tax at statutory rate (25%) (2009:25%)

-Deferred Tax (Assets)/ Liabilities 
	1,930
27
	1,214
(145)

	-(Over)/Under provision of taxation 
	(33)
	(67)

	-Effects of expenses not deductible for tax purpose
	191
	133

	-Expenses double deducted for tax purpose
	(81)
	(27)

	Tax expense
	2,034
	1,108


The effective tax rates for the current quarter was higher than the statutory tax rate principally due to certain expenses which could not be deducted for tax purpose.

21 Sale of Unquoted Investments and/or Properties

There were no disposals of unquoted investments and properties in the financial quarter ended 30 Sept 2010.

22  Quoted Securities

(a)
There were no purchase and disposal of quoted securities in the financial quarter ended 30 Sept 2010.


(b)
There were no investments in quoted securities in the financial quarter ended 30 Sept 2010.

23 Corporate Proposal 

There were no corporate proposals announced but not completed.

24 Group Borrowings and Debt Securities

	
	As at 30.09.2010 

RM’000

	Short term borrowings – secured
	7,343

	Total
	7,343


25 Financial Instruments - Derivatives
As at 30 September 2010, there is no outstanding derivative financial instrument, which has been entered into by the Group.
26 Changes in Material Litigation


              

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

27 Dividend Payable

No interim ordinary dividend has been declared for the financial period ended 30 September 2010.
28  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.

	
	3rd Quarter

Ended
	Financial Period Ended

	
	30/09/2010
RM ‘000


	30/09/2010
RM ‘000



	Net profit for the period (RM’000)


	1,968
	5,688

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


	712,354
	712,354

	Basic earnings per share (sen)
	0.28
	0.80


(b) Diluted

For the purpose of calculating diluted earnings per share, the profit for the period attributable to ordinary equity holders of the parent and the weighted average number of ordinary shares in issue during the period have been adjusted for the dilutive effects of all potential ordinary shares, i.e. warrants.

	
	Current Quarter
	Current Year-To-Date

	
	30/09/2010
RM ‘000


	30/09/2010
RM ‘000



	Net profit for the period (RM’000)


	1,968
	5,688

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


	712,354
	712,354

	Effects of dilution:

Warrants
	26,022
	26,022

	Adjusted weighted average number of ordinary shares in issue and issuable
	738,376
	738,376

	Diluted earnings per share (sen)


	0.26
	0.74


29  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 19 November 2010. 

By order of The Board

Siew Cheau Sheang

Finance and Administration Manager

Kuala Lumpur

Date :  22 November 2010
