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A1.
Accounting policies

The quarterly report is unaudited and has been prepared in accordance with the requirements of Financial Reporting Standard 134: Interim Financial Reporting issued by the Malaysian Accounting Standard Board (“MASB”) and Chapter 9 Part K Paragraph 9.22 of the Listing Requirements of Bursa Malaysia Securities Berhad for MESDAQ Market. The report should be read in conjunction with the annual audited financial statements of the Group for the financial year ended 31 December 2005. These explanatory notes 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 financial year ended 31 December 2005.

The significant accounting policies and methods of computation adopted by the Group in this quarterly report are consistent with those of the annual financial statements for the financial year ended 31 December 2005 except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”) issued by MASB that are effective for financial statements commencing 1 January 2006:-

	FRS 2
	Share-Based Payment

	FRS 3
	Business Combinations

	FRS 101
	Presentation of Financial Statements

	FRS 108
	Accounting Policies, Change in Accounting Estimates and Errors

	FRS 110
	Events After the Balance Sheet Date

	FRS 116
	Property, Plant and Equipment

	FRS 121
	The Effect of Changes in Foreign Exchange Rates

	FRS 127
	Consolidated and Separate Financial Statements

	FRS 128
	Investments in Associates

	FRS 132
	Financial Instruments: Disclosure and Presentation

	FRS 133
	Earnings Per Share

	FRS 136
	Impairment of Assets


The adoption of the abovementioned FRSs does not have significant financial impact on the Group. Nevertheless, the adoption of FRS 101 has the following effect on the presentation of financial statements:

FRS 101: Presentation of  Financial Statements

Under FRS 101, the share of results of associated companies is now presented in the consolidated income statements as a single line item on a net of tax basis as compared to the previous presentation of showing separately share of profit before tax and share of tax.

The comparatives have been restated to conform with the current period’s presentation.

A2.
Audit report of previous audited financial statements

The audit report of the Group’s preceding year audited financial statements was not qualified.

A3.
Seasonal or cyclical factors

There were no significant seasonal or cyclical factors that affect the business of the Group for the quarter under review. However, the Group’s profit is influenced by, amongst others, the share of profits of associated companies as well as the timing of disposal of investments by the Group.

A4.
Unusual items affecting financial statements

There were no unusual items affecting the financial statements for the current financial period under review.

A5.
Material changes in estimates of amounts reported

There were no significant changes in estimates of amounts reported in prior interim periods or prior financial years that have a material effect in the current financial year to date.

A6.
Changes in debt and equity securities

There were no issuances, cancellations and repayments of debt and equity securities during the current financial year to date.

A7.
Dividend paid

For the financial year ended 31 December 2005, final dividends of 8 sen tax exempt and 2 sen less 28% tax per share amounting to RM12 million and RM2.16 million respectively was paid on 27 April 2006.

A8.
Segmental information

Segmental information is presented in respect of the Group’s business segments. Segment revenue, results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. The Group comprises the following main business segments:-

(i) Venture capital, which include incubating high technology and high growth companies

(ii) Private equity businesses and investment holding, which include management of investments in securities of venture companies

(iii) Holding entity

	9 months ended 30/09/2006 (Unaudited)
	Venture capital business

RM’000
	Private equity

business and investment holding

RM’000
	Holding

Entity

RM’000
	Consolidated

RM’000

	Revenue
	
	
	
	

	Revenue from external parties
	32,638
	905
	1,624
	35,167

	
	
	
	
	

	Results
	
	
	
	

	Segment profit
	30,506
	896
	1,074
	32,476

	Share of profits in associated companies, net of tax
	
	
	
	         12,847

	Gain on deemed disposal of shares in an associated company
	
	
	
	2,475

	Profit before taxation
	
	
	
	47,798

	Tax expense
	(7,873)
	(212)
	(373)
	(8,458)

	Net profit for the period
	
	
	
	39,340

	
	
	
	
	

	
	Venture capital business 

RM’000
	Private equity

business and investment holding 

RM’000
	Holding 

entity

RM’000
	Consolidated

RM’000

	Assets
	
	
	
	

	
	
	
	
	

	Segment assets
	94,103
	5,316
	48,319
	147,738

	Investments in associated companies
	
	
	
	179,825         

	
	
	
	
	327,563

	
	
	
	
	

	Liabilities
	
	
	
	

	Segment liabilities
	1,123
	7
	11,304
	12,434

	
	
	
	
	

	Other information
	
	
	
	

	Capital expenditure
	36
	-
	-
	36

	Depreciation
	50
	-
	-
	50


	9 months ended 30/09/2005 
	Venture capital business 

RM’000
	Private equity

business and investment holding 

RM’000
	Holding 

entity

RM’000
	Consolidated

RM’000

	Revenue
	
	
	
	

	Revenue from external parties
	11,942
	2,644
	71
	14,657

	
	
	
	
	

	Results
	
	
	
	

	Segment profit / (loss)
	11,233
	2,631
	(317)
	13,547

	Tax expense
	(1,689)
	(688)
	(19)
	(2,396)

	Net profit / (loss) for the period
	9,544
	1,943
	(336)
	11,151

	
	
	
	
	

	Assets
	
	
	
	

	Segment assets
	131,419
	115,812
	25,987
	273,218

	
	
	
	
	

	Liabilities
	
	
	
	

	Segment liabilities
	83
	6
	343
	432

	
	
	
	
	

	Other information
	
	
	
	

	Capital expenditure
	360
	-
	-
	360

	Depreciation
	41
	-
	-
	41


A9.
Valuations of plant and equipment

There were no revalued plant and equipment as at 30 September 2006.

A10.
Subsequent events

There were no significant subsequent events from 30 September 2006 to 22 November 2006 (the latest practicable date which is not earlier than 7 days from the date of issue of this Quarterly Report).

A11.
Changes in the composition of the Group

(i) Subscription of 1,520,000 new ordinary shares of USD1.00 each in GMO Global Limited (“GMO”) for a total cash consideration of USD1,520,000 and listing of GMO Limited (“GMOL”) on the Alternative Investment Market of the London Stock Exchange (“AIM”)
On 2 August 2006, the Company had further subscribed for 1,520,000 new ordinary shares of USD1.00 each in GMO for a total cash consideration of USD1,520,000 (equivalent to RM5,588,053) . The shareholding of the Company in GMO remains at 20% as the existing shareholders in GMO subscribed the new ordinary shares according to their respective current shareholdings.
On 18 August 2006, the Company entered into a Share Exchange Agreement (“SEA”) with Green Packet Berhad (“GPB”) and mTouche Technology Berhad (“mTouche”) and GMOL together with its existing shareholders, namely Monitor Holdings Limited (“MHL”) and Primary Holdings Limited (“PHL”) where GMOL shall acquire the entire issued and paid-up share capital of GMO. GMOL acquired the 20% equity interest in GMO held by the Company at a total consideration of £1,013,966 (equivalent to RM7,029,928) which was satisfied by way of a share swap which entailed the issuance of 599,980 shares of £1.00 each in GMOL at an issue price of £1.69 per GMOL Share, was credited as fully paid-up shares.  

Further to the completion of acquisition of GMO by GMOL, GMOL had implemented a share split on the basis of every one share of £1.00 each in GMOL into ten shares of £0.10 each ("New GMOL Shares) and had undertaken a public issue of 10 million New GMOL Shares, representing 25% of the enlarged issued and paid-up share capital of GMOL, at subscription price of £0.50 each. Effectively, GMOL became a 15% associated company of the Company.
On 6 September 2006, the entire issued and paid-up share capital of GMOL of £4,000,000 comprising 40,000,000 ordinary shares of £0.10 each was admitted to the Alternative Investment Market of the London Stock Exchange with effect from 8.00 a.m. (London time).

As at 30 September 2006, the investment in GMOL is as follows:
	
	
	30.9.2006

	
	
	RM'000

	Quoted outside Malaysia, at cost
	
	    5,588

	Share of post-acquisition reserves
	
	    4,446

	At carrying value
	
	  10,034

	
	
	

	At market value
	
	  49,903


(ii) Acquisition of entire equity interest in Future View Investments Limited (“FVIL”)
On 9 August 2006, the Company had acquired one (1) ordinary share of HK$1.00 in FVIL, representing the entire issued and paid up share capital in FVIL for a cash consideration of HK$1.00. FVIL was incorporated in Hong Kong on 20 July 2006 with an authorised share capital of HK$10,000 comprising 10,000 shares of HK$1.00 each. By virtue of the acquisition, FVIL has become a wholly owned subsidiary of the Company.

A12.
Changes in contingent liabilities or contingent assets

There were no contingent liabilities or contingent assets since the end of previous year. 

ADDITIONAL INFORMATION AS REQUIRED BY APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA FOR MESDAQ MARKET

B1. 
Review of the performance of the Company and its principal subsidiaries

(Commentary on the current quarter and current year to date)

The group’s pre-tax profit increased five folds to RM30.3 million for the quarter under review, up from RM5.5 million for 3Q FY2005 on the back of substantial gains on realisation of investments and higher share of profits in associated companies as well as a gain on deemed disposal of an associated company pursuant to its listing exercise.  

On a year-to-date basis, the Group recorded a pre-tax profit of RM47.8 million, significantly higher as compared to RM13.5 million achieved for the 9 months corresponding period ended 30 September 2005, attributed primarily to reasons mentioned in the preceding paragraph.
B2.
Material changes in the quarterly results 

(Comparison on current quarter with the immediate preceding quarter)

Profit before tax increased significantly from RM8.2 million for the immediate preceding quarter to RM30.3 million for the quarter under review due to substantial gains on realisation of investments and share of profits in associated companies coupled with gain on deemed disposal as mentioned in Note B1 above.
B3.
Current year prospects

(Commentary on the remaining year)

The Group has successfully executed its strategy of creating value via active partnership with its core investee companies. The Group’s investments in its platform and high growth companies are expected to contribute significantly going forward. The Group will continue to explore and invest in dynamic businesses that will contribute positively to the Group’s performance and shareholders’ value.  

Barring unforeseen circumstances, the Board is confident that the Group will continue to perform well for the remaining of the financial year ending 31 December 2006.
B4.
Profit forecast / profit guarantee 

There was no profit forecast or profit guarantee issued by the Group and the Company.

B5.
Taxation

	
	Current quarter 

ended 30/09/2006

RM’000
	Current year to date ended 30/09/2006

RM’000

	In respect of the current quarter / year to date
	
	

	- Malaysian income tax
	5,289
	8,426

	
	
	

	In respect of the prior year
	
	

	- Malaysian income tax
	3
	32

	
	5,292
	8,458


For the current quarter and year to date, the effective tax rate of the Group is lower than the statutory tax rate of 28% mainly because the share of profits of certain associated companies is exempted from tax.

B6.
Sale of unquoted investments and/or properties

(a) Pursuant to the waiver obtained from Bursa Malaysia from complying with Chapter 10 of the Listing Requirement for the MESDAQ Market. (Chapter 4 of the previous Listing Requirements for MESDAQ Market), disclosure on the net effect of sale of unquoted securities is exempted.

(b) There were no sales of properties during the current year to date.

B7.
Quoted securities

Particulars of purchase and disposal of quoted securities by the Group are as follows:

(a) Pursuant to the waiver obtained from Bursa Malaysia from complying with Chapter 10 of the Listing Requirement for the MESDAQ Market. (Chapter 4 of the previous Listing Requirements for MESDAQ Market), disclosure on the purchase and sale of quoted securities as well as its net effect is exempted.

(b) Investments in quoted securities as at 30 September 2006 are as follows:-

	
	
	Associated companies
	Other Investments

	
	
	RM’000
	RM’000

	
	
	
	

	Quoted in Malaysia, at cost
	
	134,177
	12,985

	Quoted outside Malaysia, at cost
	
	5,588
	-

	
	
	139,765
	12,985

	Share of post-acquisition reserves
	
	34,797
	-

	At carrying value
	
	174,562
	12,985

	
	
	
	

	At market value
	
	447,360
	15,657

	
	
	
	


Investments in associated companies comprise investments in Green Packet Berhad, MNC Wireless Berhad, eBworx Berhad, mTouche Technology Berhad and GMO Limited.

B8.
Status of corporate proposals announced but not completed as at 22 November 2006 and utilisation of proceeds from IPO are as follows:-

(a) Proposed Executive Share Option Scheme (“ESOS”)
On 26 May 2006, the Company proposed to implement an ESOS of up to ten percent (10%) of the issued and paid-up share capital of the Company for the eligible executives and directors of the Company and its subsidiaries. 
On 18 July 2006, the Bursa Securities had approved in-principle the listing of such number of new ordinary shares of RM1.00 each that may be issued pursuant to the Proposed ESOS, representing up to 10% of the issued and paid-up share capital of the Company at any point in time during the duration of the Proposed ESOS.
On 17 November 2006, the shareholders of the Company had approved the Proposed ESOS at the Extraordinary General Meeting.
With the above approvals, the Proposed ESOS is now pending the establishment of ESOS Committee for the implementation.

(b) Proposed Private Placement 
On 28 August 2006, the Company has proposed a private placement of up to 15,000,000 new ordinary shares of RM1.00 each ("the Placement Shares"), representing up to ten percent (10%) of the issued and paid-up share capital of the Company to investors to be identified. 
The Proposed Private Placement will enable the Company to raise funds without incurring interest costs, as compared to bank borrowings.  The funds to be raised will be utilised for future investments that may arise which would enhance the growth of the Group.

At the Second Annual General Meeting held on 6 April 2006, the Directors of the Company are empowered pursuant to Section 132D of the Companies Act, 1965 to issue shares in the Company for an aggregate number of shares issued pursuant to the resolution in any one financial year does not exceed 10% of the issued capital of the Company.  

The status of the Proposed Private Placement is as follows:
(i)  The Securities Commission ("SC") had, vide its letter dated 11 September 2006, approved the Proposed Private Placement and the listing of and quotation for the new ordinary shares of RM1.00 each in the Company to be issued pursuant to the Proposed Private Placement on the MESDAQ Market of Bursa Malaysia Securities Berhad, subject to the following conditions:-
     - the Company to fully comply with the relevant provisions in Guidance Note 8C and other relevant requirements under the SC's Policies and Guidelines on Issue / Offer of Securities, in implementing the Proposed Private Placement; and
- the Company to inform the SC upon completion of the Proposed Private Placement.
(ii) The SC, on behalf of the Foreign Investment Committee ("FIC") had also approved the Proposed Private Placement pursuant to the Guideline on the Acquisition of Interests, Mergers and Take-overs by Local and Foreign Interests.
On 21 September 2006, the Bursa Securities had approved in-principle the listing of up to 15,000,000 new ordinary shares of RM1.00 each of the Company to be issued pursuant to the Proposed Private Placement. 
With the above approvals, the Proposed Private Placement is now pending implementation.

(c) The Group raised RM175.5 million from the Public Issue of 675,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.26 each in 2004. The status of utilisation of proceeds from the Company’s Initial Public Offering (“IPO”) up to 30 September 2006 are summarised below:-

	Purpose
	Proposed utilisation
	Actual  utilisation

todate
	Deviation
	Explanations


	
	RM’000
	RM’000
	RM’000
	%
	

	Investment and incubation
	165,000
	165,000
	-
	-
	

	Working capital / Listing expenses
	10,500
	10,485
	15
	0.1
	(i) 

	
	175,500
	175,485
	15
	0.1
	


(i) The unutilised balance is expected to be utilised by 31 December 2006.

B9.
Borrowings and debt securities

The Group has no borrowings or debt securities as at 30 September 2006.

B10.
Off balance sheet financial instruments

As at 22 November 2006, the Group did not enter into any contract involving financial instruments with off balance sheet risk.

B11.
Material litigation

As at 22 November 2006, the Group was not engaged in any material litigation either as plaintiff or defendant and the directors are not aware of any proceeding pending or threatened against the Group or any facts likely to give rise to any proceeding which might materially and adversely affect the financial position or business operations of the Group.

B.12.
Dividend

(a) In line with the outstanding performance of the Group, the Board of Directors has declared a second interim dividend of 5.0 sen less 28% income tax per share (30 September 2005: nil) for the financial year ending 31 December 2006. The entitlement date to the second interim dividend shall be determined at a subsequent stage.
(b) The first interim dividend of 10.0 sen comprising 0.79 sen tax exempt and 9.21 sen less 28% income tax per share has been paid on 12 October 2006. With the above mentioned second interim dividend, it will bring the total dividend for the current financial year to date to 15.0 sen which is made up of 0.79 sen tax exempt and 14.21 sen less 28% income tax per share.

B13.     Earnings Per Share (“EPS”)


	
	Current quarter 


ended

30/09/2006 
	Comparative quarter 

ended

30/09/2005 
	Current

year to date

ended 30/09/2006
	Preceding 

year to date

ended 30/09/2005

	Profit attributable to equity holders  (RM’000)
	24,981
	4,489
	39,340
	11,151

	Weighted average number of ordinary shares in issue (‘000) 
	150,000
	150,000#
	150,000
	150,000#

	Basic EPS (sen)
	16.65
	2.99
	26.23
	7.43


# The weighted average number of ordinary share in issue was adjusted pursuant to the shares consolidation exercise of the Company’s authorised and paid up share capital from the ordinary shares of RM0.10 each into ordinary shares of RM1 each (“the Shares Consolidation”) which was  completed on 11 October 2005. Pursuant to the Shares Consolidation, the Company’s authorised share capital of RM500 million comprising 5 billion ordinary shares of RM0.10 each has been consolidated into 500 million ordinary shares of RM1 each, and its issued and paid up share capital of RM150 million comprising 1.5 billion ordinary shares of RM0.10 each has been consolidated into 150 million ordinary shares of RM1 each. 

By order of the Board

____________________

DATO’ NIK MOHAMED DIN BIN DATUK NIK YUSOFF 
Executive Chairman 
Kuala Lumpur     

29 November 2006
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