INSAS BERHAD

Company No. 4081-M

(Incorporated in Malaysia)

UNAUDITED FINANCIAL REPORT FOR THE SECOND QUARTER AND 6 MONTHS ENDED 31 DECEMBER 2009.

NOTES TO THE UNAUDITED FINANCIAL REPORT.

A1. 
Basis of Preparation

This set of financial report is unaudited and has been prepared in compliance with the reporting requirements outlined in the Financial Reporting Standard (“FRS”) 134 :Interim Financial Reporting issued by the Malaysian Accounting Standards Board and Paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad. 
This report should be read in conjunction with the audited financial statements of the Group for the financial year ended 30 June 2009. The explanatory notes attached to this financial report 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 30 June 2009.

The accounting policies and methods of computation and presentation adopted by the Group in this quarterly report are consistent with those adopted in the audited financial statements for the financial year ended 30 June 2009 except for the adoption of the FRS 8:Operating Segments which became effective for financial period beginning on or after 1 July 2009.


FRS 8 : Operating Segments

FRS 8, which replaces FRS 1142004 Segment Reporting, requires an entity to report financial and descriptive information about its operating segments. Under FRS 8, the disclosure on the operating segments is based on the internal reporting segments adopted by the entity or group for purpose of evaluation of performances and allocation of resources. The application of FRS 8 will not have any financial impact on the financial statements of the Group. 

The financial results for the second quarter and 6 months ended 31 December 2009 has been reviewed by the Company’s auditors in accordance with International Standards on Review Engagements (“ISRE”) 2410 – Review of the Interim Financial Information Performed by the Independent Auditor of the Entity.

A2.
Declaration of Audit Qualification


There was no qualified report issued by the auditors in the audited financial statements of the Group for the financial year ended 30 June 2009.

A3.
Seasonality and Cyclicality of Interim Operations


The performance of the Group was not significantly affected by seasonal and cyclical fluctuation.

A4.
Exceptional / Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows


The following are the unusual items that occurred during the current financial quarter and financial period under review which affect the assets, liabilities, equity, net income or cash flows of the Group:-


Recognised in the Income Statements

	
	     Individual
	Quarter
	     Cumulative
	Quarter

	
	       Quarter ended
	Quarter ended
	         Period ended
	Period ended

	
	31-December-2009
	31-December-2008
	31-December-2009
	31-December-2008

	
	           RM’000
	       RM’000
	           RM’000
	      RM’000

	Gain on disposal

 of an associate

 company 
	                -
	      56,770
	                -
	      56,770

	Gain on capital 

 repayment by an 

 associate company
	                -
	               -
	         13,049
	               -

	Gain on disposal of          investment property
	                -
	               -
	                  -
	           363

	Writeback of /(Allowance for) diminution in value 

of quoted securities 

held for long term
	        (1,339)
	       (2,188)
	              132
	       (2,338)

	Writeback of/(Allowance for) diminution in value  

 of marketable securities 
	          1,024
	      (10,106)
	          10,438
	      (18,082)

	Unrealised 

 exchange loss on    translation of 

 quoted securities 

 held for long term 
	             (33)
	       (3,199)
	            (911)
	        (4,035)

	Total
	           (348)
	      41,277
	         22,708
	       32,678



Recognised directly in Equity

	
	     Individual
	Quarter
	     Cumulative
	Quarter

	
	       Quarter ended
	Quarter ended
	         Period ended
	Period ended

	
	31-December-2009
	31-December-2008
	31-December-2009
	31-December-2008

	
	           RM’000
	      RM’000
	           RM’000
	      RM’000

	Gain arising from cancellation of ICULS
	                    -
	              -
	                    -
	              4,676

	Total
	                    -
	              -
	                    -
	              4,676


A5.
Material changes in Estimates


There is no material change in accounting estimates used in the preparation of the financial statements in the current financial quarter and current financial period as compared to the previous corresponding financial quarter and financial period.

A6.
Debts and Equity Securities


The shareholders of the Company, by an ordinary resolution passed in the Annual General Meeting of the Company held on 24 December 2009, approved the Company’s plan to repurchase its own shares. The Directors of the Company are committed to enhance the value of the Company to its shareholders and believe that the repurchase plan can be applied in the best interests of the Company and its shareholders. 


During the financial period ended 31 December 2009, the Company repurchased 2,784,100 of its issued share capital from the open market.  The average price paid for the shares repurchased was RM0.5743 per share.  The repurchase transactions were financed by internally generated funds.  The shares repurchased are being held as treasury shares in accordance with the requirement of Section 67A of the Companies Act 1965.  Of the total 693,333,633 issued and fully paid up ordinary shares, 29,048,000 shares are being held as treasury shares by the Company as at 31 December 2009. On 3 February 2010, the Company distributed share dividend by way of one treasury share for every twenty five existing ordinary shares of RM1.00 each in the Company wherein a total of 26,558,148 treasury shares were distributed to the shareholders.

Other than the above, there were no issuance and repayment of equity and debts securities, share cancellations and resale of treasury shares for the financial period ended 31 December 2009.

A7.
Dividends paid


On 3 February 2010, the Company distributed share dividend by way of one treasury share for every twenty five existing ordinary shares of RM1.00 each held in the Company. Other than this, there was no dividend paid for the current financial quarter and financial period to date.

A8.
Segment Information 


The segment analysis for the Group for the financial period ended 31 December 2009 is as follows:-

	
	Financial

services and and Credit

& leasing
	Property

investment 

and

development
	Investment

holding

and 

trading
	Retail

trading 

and car 

rental


	IT-related 

manufacturing,

trading and

services
	Elimination
	Consolidated

      Total

	
	   RM’000
	  RM’000
	   RM’000
	RM’000
	    RM’000
	   RM’000
	   RM’000

	Revenue
	
	
	
	
	
	
	

	External revenue 
	      7,509
	   35,032
	   65,943
	   4,740
	     89,324
	       -
	  202,548

	Inter-segment revenue
	      4,739
	     2,499
	     2,190
	      298
	       6,712
	  (16,438)
	        -

	Total segment revenue
	    12,248
	   37,531
	   68,133
	   5,038
	     96,036
	  (16,438)
	  202,548

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit from 

 operations
	     3,687
	    3,466
	   16,539
	     870
	       8,873
	    (1,123)
	    32,312

	Interest income
	
	
	
	
	
	
	      4,554

	Finance costs
	
	
	
	
	
	
	    (2,239)

	Exceptional items
	
	        
	    13,181
	
	
	
	    13,181

	Share of results of

 associate companies
	           -
	            -
	       (145) 
	     387
	              -
	            -
	         242

	Share of results of jointly 

 controlled entities
	           -
	            -
	       (716)
	         -
	             -
	            -
	       (716)

	Profit before taxation
	
	
	
	
	
	
	     47,334

	Taxation 
	
	
	
	
	
	
	     (1,017)

	Profit for the financial period
	
	
	
	
	
	
	     46,317

	Attributable to :
	
	
	
	
	
	
	

	Equity holders of the 

 Company
	
	
	
	
	
	
	    42,784

	Minority interests
	
	
	
	
	
	
	      3,533


A8.
Segment Information (Cont’d)

The segment analysis for the Group for the financial period ended 31 December 2008 is as follows:-

	
	Financial

services and and Credit

& leasing
	Property

investment 

and

develop-

ment
	Investment

holding

and 

trading
	Retail

trading 

and car 

rental


	IT-related

Manufacturing, trading and

services
	Elimination
	Consolidated

      Total

	
	   RM’000
	  RM’000
	   RM’000
	RM’000
	 RM’000
	   RM’000
	   RM’000

	Revenue
	
	
	
	
	
	
	

	External revenue 
	     7,414
	   24,618
	     4,769
	   4,752
	  63,755
	       -
	  105,308

	Inter-segment revenue
	     2,649
	     2,193
	     2,342
	      290
	    7,139
	  (14,613)
	        -

	Total segment revenue
	   10,063
	   26,811
	     7,111
	   5,042
	  70,894
	  (14,613)
	  105,308

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit/(loss) from 

 operations
	   (16,804)
	     1,965
	   (18,710)  
	    (158)
	   4,652 
	    (1,006)
	  (30,061)

	Interest income
	
	
	
	
	
	
	     5,240

	Finance costs
	
	
	
	
	
	
	    (1,249)

	Exceptional items
	
	        363
	    54,432
	
	
	
	    54,795

	Share of results of

 associate companies
	         -
	        -
	         829
	    (318)
	       -
	           -
	        511

	Profit before taxation
	
	
	
	
	
	
	    29,236

	Taxation 
	
	
	
	
	
	
	    (1,034)

	Profit for the financial period
	
	
	
	
	
	
	    28,202

	Attributable to :
	
	
	
	
	
	
	

	Equity holders of the 

 Company
	
	
	
	
	
	
	    26,142

	Minority interests
	
	
	
	
	
	
	      2,060


A9.
Valuation of Property, Plant and Equipment


The valuation of land and building held under property, plant and equipment has been brought forward without amendment from the annual financial statements of the Group for the financial year ended 30 June 2009.

A10.
Material Subsequent Events


There were no material events subsequent to 31 December 2009 to the date of this Report that have not been reflected in the financial statements for the current financial period.

A11.
Changes in the composition of the Group 

 
There were no changes in the composition of the Group for the current financial quarter and financial period, including business combinations, acquisition or disposal of subsidiary companies and long term investments, restructuring and discontinuing operations other than as disclosed below:-

        (a)  On 23 June 2009, Montego Assets Limited (“Montego”), a wholly-owned indirect subsidiary company, entered into a Members’ Agreement with Clan (CH) LLP and Native Land Limited wherein Montego agreed to invest 50% interest in Chantrey House LLP, a limited liability partnership registered in England and Wales. Chantrey House LLP is formed to invest in 99.5% of the equity funding requirements in Eccleston Belgravia LLP, a limited liability partnership registered in England and Wales.

A11.
Changes in the composition of the Group (Cont’d)

(a) (Cont’d)

On the same date, Montego entered into a Members’ Agreement made between Clan (CH) LLP, Native Land Limited, Montego, Chantrey House LLP and Eccleston Belgravia LLP for Eccleston Belgravia LLP to acquire and own a property known as Chantrey House situated at Eccleston Street, London SW1 for a cash consideration of GBP 20,750,000.


    The transaction was completed on 6 July 2009.

(b) On 28 July 2009, the Group, through its 40% equity interest in Winfields Development Sdn Bhd, had subscribed for 1 ordinary share of S$1 each representing 100% of the total issued and paid up share capital of Winfields Development Pte Ltd (“Winfields P/L”). Winfields P/L is a private limited company incorporated in Singapore. The principal activities of Winfields P/L are property investment, rental of properties, investment holding and trading in shares, bonds and other financial instruments.

(c) On 15 December 2009, Insas Properties Sdn Bhd, a 90% owned subsidiary company, increased its equity holding in Premium Yield Sdn Bhd (“ Premium Yield”) from 72.5% to 80.0% via the acquisition of 75,000 ordinary shares of RM1.00 each in Premium Yield from a minority shareholder for a consideration of RM75,000.  Premium Yield was incorporated in Malaysia on 7 September 2004 and its principal activity is investment holding.

A12.
Contingent Assets or Liabilities 


As at the date of this Report, the Company has issued guarantees amounting to RM52,044,000 to financial institutions in respect of banking and credit facilities granted to its subsidiary companies.

A13.  Commitments

Contractual commitments not provided for in the financial statements as at 31 December 2009 are as follows :-

	

	     RM’000

	
	

	         To acquire properties
	       1,050 

	         To acquire property, plant and equipment
	       1,441  

	         To acquire shares in a company
	       5,000

	         To acquire quoted shares to be held for trading
	       3,445


A14.  Related Party Transactions

       Related party transactions had been entered into in the ordinary course of business that had been undertaken at arm’s length basis on normal commercial terms.  

ADDITIONAL INFORMATION REQUIRED BY PART A OF APPENDIX 9B OF THE LISTING REQUIREMENTS OF BURSA MALAYSIA SECURITIES BERHAD

B1.
Review of Performance 

Current financial quarter against preceding year’s corresponding financial quarter 


The Group reported revenue of RM119.7 million and a pre-tax profit of RM11.4 million in the current financial quarter ended 31 December 2009 as compared with revenue of RM45.6 million and a pre-tax profit of RM27.6 million reported in the preceding year’s corresponding financial quarter.


The higher revenue reported in the current financial quarter ended 31 December 2009 is mainly due to higher revenue reported by the Group’s property development, investment and IT manufacturing units.  
The higher pre-tax profit of RM27.6 million in the preceding year’s corresponding financial quarter was arrived at after taking into account the exceptional gain on disposal of an associate company of RM56.8 million (2009 : Nil) after setting off  allowance for diminution in value of quoted securities of RM12.3 million (2009 : Allowance for diminution in value of quoted securities of RM0.3 million).


Financial period to date against preceding year’s corresponding financial period


For the six month ended 31 December 2009, the Group reported revenue of RM202.5 million and a pre-tax profit of RM47.3 million as compared with revenue of RM105.3 million and a pre-tax profit of RM29.2 million in the preceding year’s corresponding financial period.


The higher revenue and pre-tax profit in the current financial period is mainly contributed by the Group’s property development, investment and IT manufacturing units.


The pre-tax profit in the current financial period is arrived at after taking into account an exceptional gain on capital repayment by an associate company of RM13.0 million (2008 : Nil), writeback of allowance for diminution in value of quoted securities of RM10.6 million (2008: Allowance for diminution in value of quoted securities of RM20.4 million) notwithstanding there was an exceptional gain on disposal of an associate company of RM56.8 million in the preceding year’s financial period (2009 : Nil).

B2.
Comments on material changes in the revenue and profit before taxation for the financial quarter as compared with the immediate preceding financial quarter


The Group reported revenue of RM119.7 million and a pre-tax profit of RM11.4 million in the current financial quarter as compared to revenue of RM82.9 million and a pre-tax profit of RM35.9 million in the immediate preceding financial quarter.  

B2.
Comments on material changes in the revenue and profit before taxation for the financial quarter as compared with the immediate preceding financial quarter (Cont’d)

The higher revenue in the current financial quarter is mainly contributed by higher revenue reported by the Group’s property development and investment units.

The higher pre-tax profit of RM35.9 million in the preceding financial quarter was arrived at after taking into account the exceptional gain on capital repayment by an associate company of RM13.0 million (Current quarter : Nil) and the write back of allowance for diminution in value of quoted securities of RM10.9 million (Current quarter : Allowance for diminution in value of quoted securities of RM0.3 million).

B3.
Prospects for the current financial year ending 30 June 2010

        The Board of Directors is optimistic and expects the Group’s revenue and operating performance for the current financial year to be satisfactory.
B4.
Variance of Actual Profit from Forecast Profit/Profit Guarantee


This note is not applicable for the financial period under review as the Group did not enter into any scheme that requires it to present forecast results or guarantee any profits.

B5.
Taxation


The taxation charge for the current financial quarter and for the financial period ended 31 December 2009 is as follows:-

	
	                 Individual
	Quarter
	   Cumulative
	Quarter

	
	       Quarter ended
	Quarter ended
	         Period ended
	Period ended

	
	31-December-2009
	31-December-2008
	31-December-2009
	31-December-2008

	




       
	           RM’000
	      RM’000
	           RM’000
	      RM’000

	   
Taxation for the 

         current financial 

         quarter/period

         to date

	           1,014
	         125
	             1,724
	        1,013

	        Underprovision in respect of prior 

        financial quarter/

        period to date
	               18
	           21
	                 18
	             21 

	Transfer to 

        deferred taxation
	            (725)
	              -
	              (725)
	               -

	
	             307
	          146
	            1,017
	         1,034


B5.
Taxation (Cont’d)

The reconciliation between the statutory tax rate and the effective tax rate on the pre-tax profit of the Group are as follows:-

	
	                 Individual
	Quarter
	   Cumulative
	Quarter

	
	       Quarter ended
	Quarter ended
	       Period ended
	Period ended

	




       
	31-December-2009
	31-December-2008
	31-December-2009
	31-December-2008

	
	            RM’000
	      RM’000
	           RM’000
	      RM’000

	Profit before taxation
	            11,435
	       27,623
	          47,334
	      29,236

	
	
	
	
	

	Income tax at 

Malaysian statutory 

tax rate 
	              2,858
	         6,906    
	          11,833
	        7,309     

	
	
	
	
	

	Tax effect in respect of :
	
	
	
	

	Allowable expenses 

- ICULS interest paid 

   taken direct to 

   reserve
	                     -
	          (374)
	                    -
	          (748)

	Non-allowable 

 expenses
	                 395
	         3,476
	               585
	         4,967

	Income not subject 

 to tax
	             (1,626)
	      (10,201)
	           (9,685)
	      (10,534)

	Effect of income 

 subject  to tax rate 

of 20% for small 

and medium size       enterprises
	                     -
	            336
	                   -
	            360

	Effect of different tax 

 rates in other 

 countries 
	                118
	            603
	              (343)
	            823

	Overseas tax paid 

 for dividend income
	                    2
	             28
	                   3
	            126

	Tax savings from 

 utilisation of capital        allowances
	                226
	           (313)
	              (208)
	          (324)

	Tax savings from 

 utilisation of tax 

 losses
	            (1,260)
	           (437)
	           (2,034)
	        (1,397)

	Deferred tax not 

 recognised in the 

 financial statements
	              (424)
	            101
	               848
	            431

	Tax expenses for the 

  financial quarter

 /period to date
	               289
	            125
	              999
	          1,013

	         Underprovision in 

         respect of prior 

         financial quarter/

         period 
	                 18
	             21
	                 18
	              21

	
	               307
	           146
	            1,017
	         1,034


B6.
Profit/(Loss) on Sale of Unquoted Investments and Properties

The Group did not report any gain or loss (2008 : gain of RM0.36 million) on the disposal of investment properties for the financial period ended 31 December 2009.

There were no disposal of unquoted investment for the current financial quarter and financial period ended 31 December 2009.

B7.
Quoted Securities
The particulars of purchases and disposals of quoted securities incurred by the Group excluding those of the stock broking subsidiaries for the financial period ended 31 December 2009 are as follows :-

(a) Total purchases and proceeds from disposals and gain arising thereon for the financial period ended 31 December 2009:-

	

	                RM’000

	
Total purchases 
	                 54,336

	
Total proceeds from disposal 
	                 62,433

	
Gain on disposal 
	                   6,964


(b) Investment in quoted securities as at 31 December 2009 are as follows :-

	

	                RM’000

	
Total investments at cost
	                105,392

	
Total investments at carrying value/book 

               value (after allowance for diminution in 

               value)
	                  85,453

	
Total investments at market value
	                102,781


B8.
Status of Corporate Proposal announced but not completed as at the date of this Report



There is no corporate proposal that has been announced but has not been completed as at the date of this Report.

B9.
Group Borrowings and Debts Securities as at 31 December 2009.

	


	Foreign Currency

        (‘000)
	       RM’000

	
Short Term Borrowings
	
	


	          Secured Borrowings
	         
	       

	          - in Australian dollar 
	         5,288
	      16,234

	          - in US dollars   
	       25,478
	      87,377

	          - in Singapore dollars 
	         4,646
	      11,340

	          - in Swiss Franc
	            271
	           898

	          - in Malaysian Ringgit
	
	      14,296

	
	
	     130,145

	
	
	

	          Long Term Borrowings
	
	

	          Secured Borrowings – in Ringgit
	
	         6,594

	
	
	     136,739


B10.
Off Balance Sheet Financial Instruments

There is no material off balance sheet arrangement entered into nor were there any off balance sheet financial instruments issued that will significantly affect the risk or performance of the Group as at the date of issue of this Report.

B11.
Material Litigation
There is no material progress/changes on pending material litigation since the last annual balance sheet date up to the date of this Report. The Group was not engaged in any litigation which is likely to give rise to proceedings which may materially and adversely affect the financial position or the business operations of the Group.

B12. 
Dividend

The Directors do not recommend the payment of any dividend for the financial period ended 31 December 2009.

B13.
Earnings per share


(a) Basic earnings per share
  The basic earnings per ordinary share for the current financial quarter and period  to date have been calculated by dividing the net profit attributable to equity holders of the Company for the financial quarter and period to date by the weighted average number of ordinary shares in issue during the financial quarter and period to date.

	
	                   Individual
	 Quarter
	                 Cumulative
	Quarter

	
	      Quarter ended       

  31-December-2009

            RM’000
	        Quarter ended 

  31-December-2008

            RM’000
	         Period ended 

  31-December-2009

             RM’000
	        Period ended 

 31-December-2008

            RM’000

	 Net profit

 attributable to equity

 holders of the

 Company for the

 financial quarter 

 and period to date 

 (RM’000)
	         10,003
	         26,967
	           42,784
	          26,142

	 Weighted average number of ordinary shares in issue, 

  after accounting for the  effect of shares 

  bought back during 

  the financial period 

  (‘000)
	          665,429
	         594,343
	         665,429
	         594,343

	 Basic earnings 

 per share 

 (Sen)
	                1.52
	             4.54
	              6.43
	            4.40


B13.   Earnings per share (Cont’d)

 (b) Diluted earnings per share

No diluted earnings per share is calculated for the current financial quarter and period to date as there is no potential dilution on the ordinary shares of the Company as at 31 December 2009 following the completion of the conversion of the ICULS into ordinary shares of the Company upon the ICULS’s expiry on 19 April 2009. 

 The diluted earnings per ordinary share for the preceding financial quarter and period to date is calculated by dividing the net profit attributable to equity holders of the Company for the preceding financial quarter and period to date by the adjusted weighted average number of ordinary shares in issue during the previous financial quarter and period to date plus the weighted average number of ordinary shares which would be issued on the conversion of the 74,367,166 nominal amount of ICULS into ordinary shares. The ICULS are deemed converted into ordinary shares at the beginning of the preceding financial period.

	
	                   Individual
	 Quarter
	                 Cumulative
	Quarter

	
	      Quarter ended       

  31-December-2009

            RM’000
	        Quarter ended 

  31-December-2008

            RM’000
	         Period ended 

  31-December-2009

             RM’000
	        Period ended 

 31-December-2008

            RM’000

	 Net profit

 attributable to equity

 holders of the

 Company for the

 financial quarter

 and period to date

 (RM’000)
	           10,003
	         26,967
	           42,784
	          26,142

	 Weighted average number of ordinary shares in issue, 

  after accounting for

  the effect of shares bought back during 

  the financial period (‘000)
	          665,429
	         594,343
	         665,429
	         594,343

	 Adjusted for 

 assumed 

 conversion of 

 ICULS (‘000)
	                     -
	            74,367
	                   - 
	           74,367

	 Adjusted number of ordinary shares in 

  issue and issuable (‘000)
	           665,429
	          668,710
	           665,429
	         668,710

	 Diluted earnings per 

  share (Sen)
	               n/a
	              4.03
	                 n/a
	             3.91


