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	MARCO HOLDINGS BERHAD (Company No. 8985-P)

UNAUDITED QUARTERLY REPORT ON CONSOLIDATED FINANCIAL  

RESULTS FOR THE 2nd QUARTER ENDED 30 JUNE 2016




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

The unaudited interim financial statements for the 2nd quarter ended 30 June 2016 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 2015. 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 2015.

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 2015, except for the adoption of the following Amendments to MFRS during the current financial period:
i) Effective for annual periods commencing on or after 1 January 2016

· Amendments to MFRS 101 Disclosure Initiative

The amendment aims to improve the presentation and disclosure in the financial statements and is 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 following MFRSs and Amendments to MFRSs have been issued by the MASB but are not yet effective to the Group:
ii) Effective for annual periods commencing on or after 1 January 2017
· Amendment to MFRS 112
Recognition of Deferred Tax Assets for Unrealised Losses

· Amendment to MFRS 107 
Disclosure Initiative

The amendments to MFRS 112 clarify the accounting treatment of deferred tax assets for unrealised losses on fixed-rate debt instruments measured at fair value.  

The amendments to MFRS 107 requires entity to provide disclosures on changes in liabilities arising from financing activities, including changes from cash flows and non-cash changes.  

1 Basis of Preparation (continued)
iii) Effective for annual periods commencing on or after 1 January 2018

· MFRS 15
Revenue from Contracts with Customers

· MFRS 9 
Financial Instruments (2014)

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. 
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 2015 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
(a) On 16 June 2016, the Company paid a first and final single-tier dividend of 7% in respect of the financial year ended 31 December 2015, amounting to RM7,380,148.

(b) There was no payment of dividend in the second quarter ended 30 June 2015.

8
Short Term Funds
	
	30 June 2016
RM’000


	31 Dec 2015
RM’000

	At fair value through equity
Investments in money market funds 
	50,189
	36,086


9
Segmental Information 
	
	2nd Quarter Ended

30 June 2016
	Six Months Ended
30 June 2016
	2nd Quarter Ended

30 June 2015

	Six Months Ended
30 June 2015


	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Segment Revenue
	
	
	
	

	Distribution 
	45,489
	94,193
	35,684
	81,600

	Others
	-
	-
	-
	-

	Total revenue including inter-segment sales
	45,489
	94,193
	35,684
	81,600

	Eliminations 
	-
	-
	-
	-

	Total Revenue
	45,489
	94,193
	35,684
	81,600

	
	
	
	
	

	Segment Results (Profit before Tax)
	
	
	
	

	Distribution 
	5,429       
	10,628       
	6,768       
	13,747       

	Others
	(23)
	(55)
	(38)
	(179)

	
	5,407
	10,573
	6,730
	13,568

	Eliminations
	(8)
	(15)
	(24)
	(32)

	Total Results 
	5,399        
	10,558        
	6,706        
	13,536        

	
	
	
	
	

	9 Segmental Information (continued)

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


	
	2nd Quarter Ended

30 June 2016
	Six Months Ended

30 June 2016
	2nd Quarter Ended

30 June 2015

	Six Months Ended

30 June 2015


	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Impairment loss/(reversal of impairment loss) on receivables


	(293)
	(163)
	84
	161

	Inventories/(reversal of inventories) written down


	249
	667
	(376)
	(349)

	Foreign exchange 

gain/(loss)
	140
	(30)
	(128)
	106


 10
Carrying Amount of Revalued Assets
The valuations of land and buildings have been brought forward unchanged.
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 financial quarter under review.
13
Changes in Contingent Liabilities and Contingent Assets

Contingent Liability – Unsecured:

	
	30 June 2016
RM’000


	31 Dec 2015
RM’000

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


14
Capital Commitments

There were no capital commitments during the current financial quarter under review.
15 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
16 Review of the Group Performance for Current Year-to-date vs Previous Year-to-date
The Group’s 2nd quarter revenue of RM94.2 million was 15% higher than the preceding year corresponding quarter of RM81.6 million.  Increase in revenue was mainly contributed by the regional business.  However, profit before taxation reduced by 21% from RM13.5 million in the preceding year corresponding quarter to RM10.6 million.  The reduced earnings were mainly due to weaker margin as a result of intense market competition and elevated cost of doing business.
17 Variation of Results Against the Immediate Preceding Quarter
For the 2nd quarter ended 30 June 2016, the Group registered a pre-tax profit of RM5.4 million, a marginal improvement of 4% as compared to the immediate preceding quarter of RM5.2 million.  The slight improvement in earnings in the second quarter was mainly due to Ringgit appreciation and prudent forex buying strategy.
18 Commentary on Prospects

For the remaining of 2016, the Malaysian economy is expected to grow at a slower pace.  The Group expects its operating environment to remain challenging in view of slowing domestic economy and weak consumer purchasing power.  Nevertheless, by focusing on promotional strategies and operation efficiency, the Group is optimistic that it will continue to contribute positively to the Group’s turnover and profit.

19 Profit Forecast and Profit Guarantee

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

	
	Quarter Ended
	Quarter Ended

	
	30 June 2016
RM ‘000
	30 June 2015
RM ‘000

	Income Tax
	2,919
	3,297

	
	
	

	Tax expense
	2,919
	3,297

	
	
	

	Profit/(loss) before taxation
	10,558
	13,536

	Tax at statutory rate (25%) (2015:25%)

-Deferred Tax (Assets)/ Liabilities 
	2,640
98
	3,384
(10)

	-(Over)/Under provision of taxation 
	(80)
	(32)

	-Effects of expenses not deductible for tax purpose
	656
	48

	-Expenses deductible/double deductible for tax purpose
	(395)
	(93)

	Tax expense
	2,919
	3,297


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 Unquoted Investments and/or Properties

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

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

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

	
	As at 30 June 2016 

RM’000

	Short term borrowings – secured
	718

	Total
	718


25 Financial Instruments with Off Balance Sheet Risk
As at 30 June 2016, there was no financial instrument with off Balance Sheet risk which has been entered into by the Group.
26 Realised and Unrealised Profits or Losses of the Group

	Total retained profits of the Company and its subsidiaries :


	 30 June 2016 

RM’000
	 31 Dec 2015 

RM’000



	Realised 
	75,662  
	75,438  

	Unrealised 
	1,088
	1,206

	Less : Consolidated adjustments
	(45,472)
	(45,626)

	Total Group retained profits as per consolidated accounts
	31,278
	31,019


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 Dividends  
(a) There was no dividend proposed in the 2nd quarter ended 30 June 2016.

(b) Shareholders had at the 45th AGM held on 23rd June 2015 approved a first and final single tier dividend of 2% per ordinary share of RM0.10 each in respect of the financial year ended 31 December 2014 and was paid on 15th July 2015 to depositors registered in the Record of Depositors of the Company as at 30th June 2015.
29 Earnings Per Share

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.

	
	2nd Quarter Ended

30 June 2016
	6 Months Ended 

30 June 2016
	2nd Quarter Ended

30 June 2015

	6 Months Ended
30 June 2015


	
	
	
	
	

	Net profit for the period (RM’000)


	3,884
	7,639
	5,062
	10,239

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


	1,054,307
	1,054,307
	1,054,307
	1,054,307

	Basic earnings per share (sen)
	0.37
	0.72
	0.48
	0.97


By order of The Board

Siew Cheau Sheang

Finance Director
Kuala Lumpur

Date :  16 August 2016
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