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	MARCO HOLDINGS BERHAD (Company No. 8985-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED FINANCIAL  

RESULTS FOR THE 3rd QUARTER ENDED 30 SEPTEMBER 2015




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 2014. 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 2014.

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 2014.
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 January 2016
-Equity method in Separate Financial Statements (Amendments to MFRS 127)
-Sale or Contribution of Assets between an Investor and its Associate or Joint Venture (Amendments to MFRS 10 and MFRS 128)

-Amendments to MFRSs continued in the document entitled “Annual Improvements to MFRSs 2012-2014 Cycle”

-Disclosure Initiative (Amendments to MFRS 101)

-Investment Entities: Applying the Consolidation Exception (Amendments to MFRS 10, MFRS 12 and MFRS 128)

Effective for annual periods commencing on or after 1 Jaunary 2018

-MFRS 9  
Financial Instruments (2014)
-MFRS 15
Revenue from Contracts with Customers
The amendments to MFRS 127 allow an entity to use the equity method in its separate financial statement to account for investments in subsidiary companies, joint ventures and associated companies, in addition to the existing cost method. The adoption of these amendments is not expected to have any impact on the financial statement of the Group as the Group will continue to use its existing cost method to account for its investments in subsidiary companies and associated companies.

The amendments to MFRS 10 and MFRS 128 address the inconsistency between the requirements of MFRS 10 and MFRS 128 and clarify that in a transaction involving an associate or joint venture, the extent of gain or loss recognition depends on whether the assets sold or contributed constitute a business.  The adoption of these amendments is not expected to have any material impact on the financial statements of the Group. 
1   Basis of Preparation (continued)

The Annual Improvements to MFRSs 2012 – 2014 Cycle consist of the following amendments:
a) MFRS 5 Non-current Assets Held for Sale and Discontinued Operations

The amendment introduces specific guidance in MFRS 5 for cases in which an entity reclassifies an asset from held for sale to held for distribution or vice versa and cases in which held-for-distribution is discontinued. The amendment clarifies that changing from one of these disposal methods to the other should not be considered to be a new plan of disposal and that changing the disposal method does not change the date of classification.

(b) MFRS 7 Financial Instruments: Disclosures

MFRS 7 requires an entity to provide disclosures for any continuing involvement in a transferred

asset that is derecognised in its entirety. The amendment clarifies that a servicing contract that

includes a fee can constitute continuing involvement in a financial asset and an entity must assess the nature of the fee and arrangement in order to assess whether the disclosures are required.

The amendments also clarify the applicability of the amendments to MFRS 7 on offsetting disclosures to condensed interim financial statements.

c) MFRS 119 Employee Benefits

The amendment clarifies that the high quality corporate bonds used to estimate the discount rate for post-employment benefit obligations should be denominated in the same currency as the liability. When there is no deep market for high quality corporate bonds, government bonds denominated in similar currency must be used.

d) MFRS 134 Interim Financial Reporting

The amendment clarifies the meaning of 'elsewhere in the interim financial report' as used in MFRS 134 and states that the required interim disclosures must either be in the interim financial statements or incorporated by cross-reference between the interim financial statements and some other statement that is available to users of the financial statements on the same terms and at the same time.

The adoption of the Annual Improvements to MFRSs 2012 – 2014 Cycle is not expected to have any material impact on the financial statements of the Group.

The amendments to MFRS 101 aim to improve the presentation and disclosure in the financial statements and are designed to encourage companies to apply professional judgement in determining what information to disclose and how to structure it in their financial statements. Since the amendments only affect disclosures, the adoption of these amendments is not expected to have any financial impact on the Group.

The amendments to MFRS 10, MFRS 12 and MFRS 128 address issues that have arisen in the application of the consolidation exception for investment entities and provide relief in certain circumstances. The amendments clarify the exemption from preparing consolidated financial statements for an intermediate parent entity, a subsidiary providing services that support parent's investment activities, application of the equity method by a non-investment entity that has an interest in an associate or joint venture that is an investment entity, and the disclosures required. The adoption of these amendments is not expected to have any impact on the financial statements of the Group.

1
Basis of Preparation (continued)

MFRS 15 establishes principles that an entity shall apply to report useful information about the nature, amount, timing and uncertainty of revenue and cash flows arising from a contract with customers. The core principle of MFRS 15 is that an entity recognises revenue in a manner which reflects the consideration an entity expects to be entitled in exchange for goods or services. The adoption of MFRS 15 is not expected to have any material impact on the financial statements of the Group.

MFRS 9 Financial Instruments (2014)
This final version of MFRS 9 replaces all previous versions of MFRS 9. Retrospective application is required, but comparative information is not compulsory. The standard introduces new requirements for classification and measurement of financial instruments, impairment of financial assets and hedge accounting. The approach for classification of financial assets is driven by cash flow characteristics and the business model in which an asset is held with two measurement categories – amortised cost and fair value. For impairment, MFRS 9 introduces an expected-loss impairment model which will require more timely recognition of expected credit losses to reflect changes of credit risk of financial instruments. For hedge accounting, MFRS 9 establishes a more principle-based approach that aligns the accounting treatment with risk management activities so that entities can reflect these activities in their financial statements. The standard does not explicitly address macro hedge accounting, which is being considered in a separate project. MFRS 9 introduces significant changes in the way the Group accounts for financial instruments. Due to the complexity of the standard and its requirements, 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 2014 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

There were no issuances of shares, share buy-backs and repayment of debt and equity securities by the Group.
7 Dividend Paid

As At 30 Sept 2015

(a) On 15 July 2015, the Company paid a first and final single-tier dividend of 2% per share in respect of the year ended 31 December 2014, amounting to RM2,108,614.
As At 30 Sept 2014

(a) There was no dividends payment in the financial quarter under review.  
(b) 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.

8 Segmental Information 

	
	3rd Quarter Ended

30 Sept 2015
	9 Months Ended
30 Sept 2015
	3rd Quarter Ended

30 Sept 2014

	9 Months Ended
30 Sept 2014


	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Segment Revenue
	
	
	
	

	Distribution 
	42,438
	124,038
	39,561
	110,012

	Others
	-
	-
	-
	-

	Total revenue including inter-segment sales
	42,438
	124,038
	39,561
	110,012

	Eliminations 
	-
	-
	-
	-

	Total Revenue
	42,438
	124,038
	39,561
	110,012

	
	
	
	
	

	Segment Results (Profit before Tax)
	
	
	
	

	Distribution 
	7,046       
	20,793       
	7,839       
	18,876       

	Others
	(23)
	(202)
	(117)
	(637)

	
	7,023
	20,591
	7,722
	18,239

	Eliminations
	8
	(24)
	(32)
	(48)

	Total Results 
	7,031        
	20,567        
	        7,690
	18,191        

	
	
	
	
	

	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


	184
	345
	47
	(97)

	Inventories/(reversal of inventories) written down


	438
	89
	31
	(14)

	Foreign exchange 

gain/(loss)
	742
	848
	3
	96


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 :

	
	30 Sept 2015
RM’000


	30 Sept 2014
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

There were no related party transactions during the current financial quarter under review.
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
For the cumulative nine-month period of 2015, Group’s revenue grew 13% to RM124.0 million from RM110.0 million registered in the previous corresponding period, driven by improvement in timepiece and consumer technology businesses as a result of pre-stocking from trade prior to GST implementation, coupled with continued promotional activities.  During the first nine months of the year, the group’s profit before taxation rose 13% to RM20.6 million from RM18.2 million in the corresponding period in 2014.  Group’s profit before tax improved in tandem with the increase in revenue. 
16 Variation of Results Against the Immediate Preceding Quarter
Compared to 2015 second quarter revenue of RM35.7 million, Group’s third quarter revenue of RM42.4 million was 19% higher.  Increased in revenue was led by growth in both the timepiece and consumer technology business section as a result of continued promotional activities.  Profit before taxation of RM7.0 million for the third quarter ended 30 Sept 2015 was 5% higher as compared to the RM6.7 million registered in the immediate preceding quarter.  Improvement in Group’s profit before tax was in tandem with the increase in revenue.
17 Commentary on Prospects

There are warning signals and red flags that the China economic outlook is worsening, especially in recent months.  The second half of 2015 is expected to be very challenging for the Malaysian economy due to the continual plunge of crude oil prices and drastic drop of Ringgit against major currencies.   On top of that, the recent announcement of petrol and toll hike has resulted in further rise of the cost of living post GST.  Our Group expects the local operating environment to remain very challenging in view of all these developments; however, amid a still-cautious outlook with uncertainties ahead, the Board is of the opinion that the Group performance for the whole year of 2015 is to remain satisfactory.
18 Profit Forecast and Profit Guarantee

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

	
	Quarter Ended
	Quarter Ended

	
	30 Sept 2015
RM ‘000
	30 Sept 2014
RM ‘000

	Income Tax
	5,046
	4,871

	
	
	

	Tax expense
	5,046
	4,871

	
	
	

	Profit/(loss) before taxation
	20,567
	18,191

	Tax at statutory rate (25%) (2014:25%)

-Deferred Tax (Assets)/ Liabilities 
	5,142
53
	4,548
39

	-(Over)/Under provision of taxation 
	(22)
	219

	-Effects of expenses not deductible for tax purpose
	317
	155

	-Expenses deductible/double deductible for tax purpose
	(444)
	(90)

	Tax expense
	5,046
	4,871


The effective tax rates for the current quarter was lower than the statutory tax rate principally due to certain expenses which could 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 30 Sept 2015 

RM’000

	Short term borrowings – secured
	1,888

	Total
	1,888


24 Financial Instruments with Off Balance Sheet Risk
As at 30 Sept 2015, 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 :


	 30 Sept 2015 

RM’000
	 31 Dec 2014 

RM’000



	Realised 
	71,029  
	57,762  

	Unrealised 
	1,096
	1,096

	Less : Consolidated adjustments
	(45,447)
	(45,593)

	Total Group retained profits as per consolidated accounts
	26,678
	13,265


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) There was no dividend proposed in the 3rd quarter ended 30 September 2015.
(b) There was no dividend proposed in the 3rd quarter ended 30 September 2014.
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.

	
	3rd Quarter Ended

30 Sept 2015
	9 Months Ended 

30 Sept 2015
	3rd Quarter Ended

30 Sept 2014

	9 Months Ended
30 Sept 2014


	
	
	
	
	

	Net profit for the period (RM’000)


	5,282
	15,521
	5,978
	13,320

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


	1,054,307
	1,054,307
	970,272
	970,272

	Basic earnings per share (sen)
	0.50
	1.47
	0.62
	1.37


28  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.

	
	3rd Quarter Ended

30 Sept 2015
	9 Months Ended 

30 Sept 2015
	3rd Quarter Ended

30 Sept 2014

	9 Months Ended

30 Sept 2014


	Net profit for the period (RM’000)


	5,282
	15,521
	5,978
	13,320

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


	1,054,307
	1,054,307
	970,272
	970,272

	Effects of dilution:

Warrants (‘000)


	-
	-
	-
	5,541

	Adjusted weighted average number of ordinary shares in issue and issuable (‘000)
	1,054,307
	1,054,307
	970,272
	975,813

	Diluted earnings per share (sen)
	0.50

	1.47
	0.62

	1.37


By order of The Board

Siew Cheau Sheang

Finance Director
Kuala Lumpur

Date :  19 November 2015
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