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	MARCO HOLDINGS BERHAD (Company No. 8985-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED FINANCIAL  

RESULTS FOR THE 1st QUARTER ENDED 31 MARCH 2014





Part A – Explanatory Notes Pursuant to Malaysian Financial Reporting Standard 134 (“MFRS 134”)
1 Basis of Preparation 

The unaudited interim financial statements have been prepared in accordance with MFRS 134: Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”) and Chapter 9, Part K of the Listing Requirements of Bursa Malaysia Securities Berhad. The unaudited interim financial statements should be read in conjunction with the audited annual financial statements of the Group for the financial year ended 31 December 2013. The 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 2013.

The significant accounting policies and methods of computation applied in the unaudited interim financial statements are consistent with those adopted in the most recent annual financial statements for the year ended 31 December 2013.
The following MFRSs and Amendments to MFRSs have been issued by the MASB but are not yet effective to the Group:

Effective for annual periods commencing on or after 1 July 2014

Defined Benefit Plans: Employee Contributions (Amendments to MFRS 119)

Amendments to MFRSs contained in the document entitled "Annual Improvements to MFRSs 2010–2012 Cycle"

Amendments to MFRSs contained in the document entitled "Annual Improvements to MFRSs 2011–2013 Cycle"

Effective for annual period to be announced by MASB

MFRS 9 Financial Instruments (IFRS 9 issued by IASB in November 2009)

MFRS 9 Financial Instruments (IFRS 9 issued by IASB in October 2010)

Mandatory Effective Date of MFRS 9 and Transition Disclosures (Amendments to MFRS 9 (IFRS 9 issued by IASB in November 2009), MFRS 9 (IFRS 9 issued by IASB in October 2010) and MFRS 7)

MFRS 9 Financial Instruments (Hedge Accounting and amendments to MFRS 9, MFRS 7 and MFRS 139)

The amendments to MFRS 119 provide a practical expedient in accounting for contributions from employees or third parties to defined benefit plans. The adoption of the amendments to MFRS 119 will not have any financial impact to the Group. 

The Annual Improvements to MFRSs 2010 – 2012 Cycle consist of the following amendments:
(i) MFRS 2 Share-based Payment

(ii) MFRS 3 Business Combinations

(iii) MFRS 8 Operating Segments

(iv) MFRS 13 Fair Value Measurement

(v) MFRS 116 Property, Plant and Equipment and MFRS 138 Intangible Assets

(vi) MFRS 124 Related Party Disclosures 
The adoption of Annual Improvements to MFRSs 2010-2012 Cycle is not expected to have any financial impact to the Group.
1 Basis of Preparation (cont’d)

The Annual Improvements to MFRSs 2011 – 2013 Cycle consist of the following amendments:

(i) MFRS 1 First-time Adoption of Malaysian Financial Reporting Standards

(ii) MFRS 3 Business Combinations

(iii) MFRS 13 Fair Value Measurement

(iv) MFRS 140 Investment Property
The adoption of Annual Improvements to MFRSs 2011-2013 Cycle is not expected to have any financial impact to the Group.

MFRS 9 introduces significant changes in the way the Group accounts for financial instruments. Due to the complexity of this standard and its proposed changes, the financial effects of its adoption are still being assessed by the Group.

2 Auditors’ Report on Preceding Annual Financial Statements


The auditors’ report on the audited annual financial statements for the financial year ended 31 December 2013 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 quarter under review.

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 quarter under review.
5 Changes In Estimates


There were no material changes in estimates of amounts reported in prior financial years that have a material effect in the current financial quarter under review.

6 Debt and Equity Securities

Save as disclosed below, there were no issuances, cancellations, share buy-backs, resale of

share bought back or repayment of debt and equity securities:

(a) Share Capital

For the financial quarter ended 31 March 2014, the issued and paid-up share capital of

Marco Holdings Berhad increased from 852,336,400 ordinary shares of RM0.10 each to 919,958,640 ordinary shares of RM0.10 each by way of issuance of 67,622,240 new ordinary shares of RM0.10 each pursuant to the conversion of 67,622,240 Warrants 2004/2014 at an exercise price of RM0.10 per ordinary share.
7 Dividend Paid

(a) On 28 Feb 2014, the Company paid a third interim single-tier dividend of 8% in respect of the year ended 31 December 2013, amounting to RM7,036,029.  
(b) On 22 March 2013, the Company paid a second interim single-tier interim dividend of 6% in respect of the year ended 31 December 2012, amounting to RM4,471,217.
8 Segmental Information 

	
	1st Quarter Ended
31 Mar 2014
	Three Months Ended
31 Mar 2014
	1st Quarter Ended
31 Mar 2013

	Three Months Ended
31 Mar 2013


	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Segment Revenue
	
	
	
	

	Distribution 
	37,389
	37,389
	27,470
	27,470

	Others
	-
	-
	-
	-

	Total revenue including inter-segment sales
	37,389
	37,389
	27,470
	27,470

	Eliminations 
	-
	-
	-
	-

	Total Revenue
	37,389
	37,389
	27,470
	27,470

	
	
	
	
	

	Segment Results (Profit before Tax)
	
	
	
	

	Distribution 
	5,617       
	5,617       
	4,431
	4,431

	Others
	(288)
	(288)
	8,391
	8,391

	
	5,329
	5,329
	12,822 
	12,822 

	Eliminations
	(8)
	(8)
	(8,359)
	(8,359)

	Total Results 
	        5,321
	5,321        
	4,463
	4,463

	
	
	
	
	

	Appendix 9B  of the Listing Requirements of Bursa Malaysia Securities Berhad does not affect the Group except for the following :


	Impairment loss/(reversal of impairment loss) on receivables

	(117)
	(117)
	(31)
	(31)

	Inventories/(reversal of inventories) written down


	(21)
	(21)
	105
	105

	Foreign exchange 
gain/(loss)
	97
	97
	16
	16


9 Carrying Amount of Revalued Assets

The valuations of land and buildings have been brought forward unchanged.
10
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.

11
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current financial quarter under review.
12
Changes in Contingent Liabilities and Contingent Assets

Contingent Liability – Unsecured :
	
	31 Mar 2014
RM’000

	31 Mar 2013
RM’000

	Letter of undertaking given to banks for credit facilities granted to subsidiaries in normal course of business
	26,605
	26,605


13
Capital Commitments

There were no capital commitments during the current financial quarter under review.
14 Related Party Transactions

	Transactions with a company connected to Directors
	From 

21 June 2013
To

next AGM
RM’000
	Estimated Value Approved under Shareholders’ Mandate from 
21 June 2013 to  the date of next AGM 

RM’000

	Purchase of goods by Marco Marketing Pte. Ltd. From Marco Corporation (M) Sdn Bhd 

	2,424
	6,000

	Purchase of goods by Marco Marketing Pte. Ltd. From Marco Heritage (M) Sdn Bhd


	21
	1,000

	Sales of goods by Marco Marketing Pte. Ltd. to Marco Corporation (M) Sdn Bhd
	121
	1,000


Part B – Explanatory Notes Pursuant to Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad
15 Review of the Group Results for Current Year-to-date vs Previous Year-to-date
The Group’s 1st quarter revenue of RM37.4 million was 36% higher than the previous corresponding quarter of  RM27.5 million.  Profit before taxation improved by 18% from RM4.5 million in the preceding year corresponding quarter to RM5.3 million.  The improved earnings was mainly contributed by the Group’s timepiece and digital camera businesses.  
16 Variation of Results Against the Immediate Preceding Quarter
Group’s current quarter revenue of RM37.4 million was 12% higher than the immediate preceding quarter of RM33.3 million as a result of increased sales in the timepiece and digital camera businesses.  Profit before taxation for the current quarter ended 31 March 2014 of RM5.3 million was 36% higher as compared with RM3.9 million registered in the immediate preceding quarter.  The increase in pre-tax profit was mainly due to improvement in the Group’s timepiece and digital camera businesses.
17 Commentary on Prospects

The global economic growth is expected to improve in 2014, supported by broader recovery in advanced economies.  Malaysia’s economy is expected to maintain a steady growth in 2014 with the support from domestic demand which remains as a growth driver, but at a more moderate pace due to the spillover effects following the subsidies rationalization.  The retail environment that the Group operates in will remain challenging with intense competition and margin pressure. However, given our strong brand offerings of quality products, the Board is optimistic of the Group outlook in 2014.

18 Profit Forecast and Profit Guarantee

There were no profit forecast or profit guarantee issued by the Group.
19 Taxation

	
	Quarter Ended
	Quarter Ended

	
	31 Mar 2014
RM ‘000
	31 Mar 2013
RM ‘000

	Income Tax
	1,363
	978

	
	
	

	Tax expense
	1,363
	978

	
	
	

	Profit/(loss) before taxation
	5,321
	4,463

	Tax at statutory rate (25%) (2013:25%)

-Deferred Tax (Assets)/ Liabilities 
	1,330
(32)
	1,116
24

	-(Over)/Under provision of taxation 
	-
	-

	-Effects of expenses not deductible for tax purpose
	148
	14 

	-Expenses deductible/double deductible for tax purpose
	(83)
	(176)

	Tax expense
	1,363
	978


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.
20 Unquoted Investments and/or Properties

There were no acquisitions or disposals of unquoted investments and properties during the financial quarter under review.
21 Quoted Securities

There were no acquisitions or disposals of quoted securities during the financial quarter under review.
22 Corporate Proposal 

There were no corporate proposals announced but not completed.
23 Group Borrowings and Debt Securities

	
	As at 31 March 2014 

RM’000

	Short term borrowings – secured
	1,809

	Total
	1,809


24 Financial Instruments with Off Balance Sheet Risk
As at 31 March 2014, there were no financial instrument with off Balance Sheet risk which has been entered into by the Group.
25 Realised and Unrealised Profits or Losses of the Group

	Total retained profits of the Company and its subsidiaries :


	 31 Mar 2014 

RM’000
	 31 Dec 2013 

RM’000


	Realised 
	42,929  
	40,011  

	Unrealised 
	600
	601

	Less : Consolidated adjustments
	(44,362)
	(45,403)

	Total Group retained profits as per consolidated accounts
	(833)
	(4,791)


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 Dividends  
(a) No dividend has been proposed for the 1st quarter ended 31 March 2014.
(b) For the previous corresponding quarter ended 31 March 2013, the Directors have declared a first interim single-tier dividend of 8% in respect of the year ended 31 December 2013, amounting to RM6,296,478.  The dividend was paid on 21st June 2013 to depositors registered in the record of depositors at the close of business on 6th June 2013. 
28 Earnings 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.

	
	1st Quarter Ended
31 Mar 2014
	Three Months Ended 

31 Mar 2014
	1st Quarter Ended
31 Mar 2013

	Three Months Ended
31 Mar 2013


	
	
	
	
	

	Net profit for the period (RM’000)


	3,958
	3,958
	3,485
	3,485

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


	851,190
	851,190
	733,221
	733,221

	Basic earnings per share (sen)
	0.46
	0.46
	0.48
	0.48



14 Earnings Per Share (cont’d)

(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.

	
	1st Quarter Ended
31 Mar 2014
	Three Months Ended 

31 Mar 2014
	1st Quarter Ended
31 Mar 2013

	Three Months Ended

31 Mar 2013


	Net profit for the period (RM’000)


	3,958
	3,958
	3,485
	3,485

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


	851,190
	851,190
	733,221
	733,221

	Effects of dilution:

Warrants (‘000)


	63,955
	63,955
	90,980
	90,980

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	915,145
	915,145
	824,201
	824,201

	Diluted earnings per share (sen)
	0.43

	0.43
	0.42
	0.42


By order of The Board

Siew Cheau Sheang

Finance Director
Kuala Lumpur

Date :  21 May 2014
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