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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 2017




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 2017 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 2016. 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 2016.

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 2016, except for the adoption of the following Amendments to MFRS during the current financial period:
-Amendments to MFRSs contained in the document entitled “Annual Improvements to MFRS Standards 2014-2016 Cycle”
Effective for annual periods commencing on or after 1 January 2017

-Amendments to MFRS 12 Disclosure of Interest in Other Entities

Effective for annual periods commencing on nor after 1 January 2018

-Amendments to MFRS 1 First-time Adoption of Malaysian Financial Reporting Standards

-Amendments to MFRS 128 Investments in Associates and Joint Ventures

Amendments to MFRS contained in the document entitled “Annual Improvements to MFRS Standards 2014-2016 Cycle”.  The Annual Improvements consist of the following amendments:

i) Amendments to MFRS 12 Disclosure of Interests in Other Entities

These amendments clarify that an entity is not required to disclose summarized financial information for subsidiary, joint venture or associate when it is classified as held for sale in accordance with MFRS 5.

ii) Amendments to MFRS 1 First-time Adoption of Malaysian Financial Reporting Standards.  The amendments remove certain provision from the Standard that have served their intended purposes and are no longer required.

iii) Amendments to MFRS 128 Investments in Associates and Joint Ventures

The amendments clarify that when an investment in an associate or a joint venture is held by an entity which is a venture capital organization, or a mutual fund, unit trust or similar entities, the entity may elect to ensure that investment at fair value on an investment by investment basis in accordance with the Standard.

The adoption of Annual Improvements to MFRS Standards 2014-2016 Cycle did not have any financial impact on the financial statements of the Group.

1. Basis of Preparation (continued)

Companies Act 2016
The Companies Act 2016 (“Net Act”) was enacted to replace the Companies Act 1965 with the objectives to create a legal and regulatory structure that will facilitate business, and promote accountability as well as protection of corporate directors and shareholders, taking into consideration the interest of other stakeholders.  The New Act was passed on 4 April 2016 by the Dewan Rakyat (House of Representative) and gazette on 15 September 2016.  On 26 January 2017, the Minister of Domestic Trade, Co-operatives and Consumerism announced that the date on which the New Act comes into operation, except section 241 and Division 8 of Part III of the New Act, will be 31 January 2017.
Amongst the key changes introduced in the New Act which will affect the financial statements of the Group upon the commencement of the New Act on 31 January 2017 includes:

a) Removal of the authorized share capital

b) Shares of the Company will cease to have par or nominal value; and

c) The Company’s share premium account will become part of Company’s share capital

The adoption of the New Act did not have any financial impact on the Group for the current financial year and the effect of adoption mainly will be on disclosures to the annual report and financial statements for the financial year ending 31 December 2017.

Effective for annual periods commencing on or after 1 January 2018

· MFRS 15
Revenue from Contracts with Customers

· MFRS 9 
Financial Instruments (2014)

· Transfers of Investment Property (Amendments to MFRS 140)

· IC Interpretation 22 Foreign currency Transactions and Advance Consideration

· Applying MFRS 9 Financial Instruments with MFRS 4 Insurance Contracts (Amendments to MFRS 4)

Effective for annual periods commencing on or after 1 January 2019

· MFRS 16 Leases

A brief description of the new MFRSs, Amendments to MFRSs and IC Interpretation above that have been issued but not yet effective to the Group is set out below:

MFRS 15 Revenue from Contracts with Customers - 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 financial impact on 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 
1. Basis of Preparation (continued)

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.
Transfer of Investment Property (Amendments to MFRS 140) – The amendments clarify the existing provisions in the Standard on transfer to, or from the investment property category.  The adoption of these amendments is not expected to have any material financial impact on the financial statements of the Group.

IC Interpretation 22 Foreign Currency Transactions and Advance Consideration – The IC Interpretation addresses the issue on which exchange rate is to be used in reporting foreign currency transactions that involve advance consideration paid or received.  The adoption of the IC Interpretation is not expected to have any material financial impact on the financial statements of the Group.

Applying MFRS 9 Financial Instruments with MFRS 4 Insurance Contracts (Amendments to MFRS 4) – The amendments address the issues arising from the transitional challenges of applying the temporary exemption from MFRS 9 for an issuer in view that the upcoming new insurance contracts standard MFRS 17 is expected to be issued soon.  The expiration date of the temporary exemption from MFRS 9 coincide with the tentative effective date of MFRS 17, as decided by IASB in November 2016.  IN addition, to reduce the impact of temporary volatility in reported results of entity dealing with insurance contracts, the amendments introduce two additional voluntary options, namely an overlay approach and a deferral approach.  The adoption of these amendments is not expected to have any material financial impact on the financial statements of the Group.

MFRS 16 Leases – MFRS 16 introduces a single accounting model for a lessee and eliminates the distinction between finance lease and operating lease.  Lessee is now required to recognise assets and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of low value.  Upon adoption of MFRS 16, the Group are required to account for major part of their operating leases in the balance sheet by recognising the ‘right-of-use’ assets and the lease liability, thus increasing the assets and liabilities of the Group.  The financial effects arising from the adoption of this standard will need to be 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 2016 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 June 2017
(a) On 30 June 2017, the Company paid a first and final single-tier dividend of 0.5 sen in respect of the financial year ended 31 December 2016, amounting to RM5,271,534.
As At 30 June 2016
(a) On 16 June 2016, the Company paid a first and final single-tier dividend of 0.7 sen in respect of the financial year ended 31 December 2015, amounting to RM7,380,148.

8
Short Term Funds
	
	30 June 2017
RM’000


	31 Dec 2016
RM’000

	At fair value through equity
Investments in money market funds 
	40,847
	58,028


9
Segmental Information 
	
	2nd Quarter Ended

30 June 2017
	6 Months Ended
30 June 2017
	2nd Quarter Ended

30 June 2016

	6 Months Ended
30 June 2016


	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Segment Revenue
	
	
	
	

	Distribution 
	34,523
	78,315
	45,489
	94,193

	Others
	-
	-
	-
	-

	Total revenue including inter-segment sales
	34,523
	78,315
	45,489
	94,193

	Eliminations 
	-
	-
	-
	-

	Total Revenue
	34,523
	78,315
	45,489
	94,193

	
	
	
	
	

	Segment Results (Profit before Tax)
	
	
	
	

	Distribution 
	3,913       
	9,376       
	5,429       
	10,628       

	Others
	19
	(36)
	(23)
	(55)

	
	3,932
	9,340
	5,407
	10,573

	Eliminations
	(8)
	(16)
	(8)
	(15)

	Total Results 
	3,924        
	9,324        
	5,399        
	10,558        

	
	
	
	
	

	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 2017
	6 Months Ended

30 June 2017
	2nd Quarter Ended

30 June 2016

	6 Months Ended

30 June 2016


	
	RM ‘000
	RM ‘000
	RM ‘000
	RM ‘000

	Impairment loss/(reversal of impairment loss) on receivables


	(359)
	(82)
	(293)
	(163)

	Inventories/(reversal of inventories) written down


	344
	394
	249
	667

	Foreign exchange 

gain/(loss)
	198
	241
	140
	(30)


 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 and financial half year under review.
13
Changes in Contingent Liabilities and Contingent Assets

Contingent Liability – Unsecured:

	
	30 June 2017
RM’000


	31 Dec 2016
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
For the 2nd quarter ended 30 June 2017, the Group registered a revenue of RM78.3 million, a decrease of RM15.9 million or 17% as compared to the previous corresponding quarter.  The decrease in revenue was mainly due to softer market condition that affected all the businesses within the Group.  Profit before taxation reduced by 12% from RM10.6 million in the preceding year corresponding quarter to RM9.3 million.  The decrease in pre-tax profit was mainly due to lower revenue.
17 Variation of Results against the Immediate Preceding Quarter
For the 2nd quarter ended 30 June 2017, the Group registered a pre-tax profit of RM3.9 million, a reduction of 28% as compared to the immediate preceding quarter of RM5.4 million.  The decrease in pre-tax profit was mainly due to lower revenue.
18 Commentary on Prospects

Global economic recovery is expected to sustain in 2017.  Domestically, continued weak Ringgit and impact of GST has contributed to significant price increases that drives up the living cost. Consumer spending stalled as confidence remains weak and local retail businesses are still facing challenging time.  Amid headwinds, our Group will continue to strengthen our distribution network to further develop the businesses and remain focused in operational efficiency to enhance the overall business growth.  
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 2017
RM ‘000
	30 June 2016
RM ‘000

	Income Tax
	2,454
	2,919

	
	
	

	Tax expense
	2,454
	2,919

	
	
	

	Profit/(loss) before taxation
	9,324
	10,558

	Tax at statutory rate (24%) (2016:24%)

-Deferred Tax (Assets)/ Liabilities 
	2,238
40
	2,640
98

	-(Over)/Under provision of taxation 
	165
	(80)

	-Effects of expenses not deductible for tax purpose
	268
	656

	-Expenses deductible/double deductible for tax purpose
	(257)
	(395)

	Tax expense
	2,454
	2,919


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 2017 

RM’000

	Short term borrowings – secured
	3,357

	Total
	3,357


25 Financial Instruments with Off Balance Sheet Risk
There was no financial instrument with off Balance Sheet risk which has been entered into by the Group during the financial quarter under review.

26 Realised and Unrealised Profits or Losses of the Group

	Total retained profits of the Company and its subsidiaries :


	 30 June 2017 

RM’000
	 31 Dec 2016 

RM’000



	Realised 
	86,776  
	87,732  

	Unrealised 
	1,282
	990

	Less : Consolidated adjustments
	(45,505)
	(47,767)

	Total Group retained profits as per consolidated accounts
	42,553
	40,955


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 2017.

(b) There was no dividend proposed in the 2nd quarter ended 30 June 2016.  
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 2017
	6 Months Ended 

30 June 2017
	2nd Quarter Ended

30 June 2016
	6 Months Ended 

30 June 2016

	
	
	
	
	

	Net profit for the period (RM’000)


	2,940
	6,870
	3,884
	7,639

	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)
	0.28
	0.65
	0.37
	0.72


By order of The Board

Siew Cheau Sheang

Finance Director
Kuala Lumpur

Date :  18 August 2017
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