INSAS BERHAD

Company No. 4081-M

(Incorporated in Malaysia)

UNAUDITED FINANCIAL REPORT FOR THE FIRST QUARTER AND 3 MONTHS FINANCIAL PERIOD ENDED 30 SEPTEMBER 2011.

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 (“MASB”) 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 2011. 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 2011.

A2.
Changes in Accounting Policies


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 2011 except for the adoption of the following new and revised Financial Reporting Standards (“FRSs”), Amendments to FRSs and Issues Committee Interpretations (“IC Interpretations”) issued by the MASB that become effective and are relevant to the Group for the financial year beginning 1 July 2011:-

	
	Amendments to FRS 2
	Group Cash-settled Share-based Payment Transactions

	
	Amendments to FRS 3
	Business Combinations. Amendments relating to measurement of non-controlling interests and un-replaced and voluntarily replaced share-based payment awards

	
	Amendments to FRS 7
	Improving Disclosures about Financial Instruments

	
	Amendments to FRS 101
	Presentation of Financial Statements.  Amendments relating to clarification of statement of changes in equity

	
	Amendments to FRS 121
	The Effects of Changes in Foreign Exchange Rates.

Amendment relating to transition requirements for amendments arising as a result of FRS 127 Consolidated and Separate Financial Statements

	
	Amendments to FRS 128
	Investments in Associates. Amendment relating to transition requirements for amendments arising as a result of 
FRS 127 Consolidated and Separate Financial Statements

	    Amendments to FRS 131
	Investments in Joint Ventures. Amendment relating to transition requirements for amendments arising as a result of FRS 127 Consolidated and Separate Financial Statements

	    Amendments to FRS 132
	Financial Instruments : Presentation.
Amendment relating to transition requirements for contingent consideration from a business combination that occurred before the effective date of the revised FRS (consequential amendments arising from Improvements to 
FRSs (2010) – FRS 3)


A2.
Changes in Accounting Policies (Cont’d)


Cont’d


	
	Amendments to FRS 134
	Interim Financial Reporting. Amendment relating to significant events and transactions 

	
	Amendments to FRS 139
 
	Financial Instruments : Recognition and Measurements. Amendments relating to eligible hedged items, reclassification of financial assets and embedded derivatives

	
	IC Interpretation 4
	Determining Whether an Arrangement contains a Lease

	
	Amendments to IC Interpretation 13
	Customer Loyalty Programmes (Improvements to  FRS (2010))

	
	Amendment to IC

  Interpretation 15 
	Agreements for the Construction of Real Estate

	
	IC Interpretation 19
	Extinguishing Financial Liabilities with equity instruments



The adoption of the above Amendments to FRSs and IC Interpretations are not expected to have any material financial impact on the financial statements of the Group.
A3.
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 2011.

A4.
Seasonality and Cyclicality of Interim Operations


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

A5.
Exceptional / Unusual Items Affecting Assets, Liabilities, Equity, Net Income or Cash Flows


The following are the exceptional 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

	
	    30-Sept-2011
	30-Sept-2010
	    30-Sept-2011
	30-Sept-2010

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

	
	
	
	
	

	Allowance for doubtful
 debts no longer required 
	         2,400
	             6
	         2,400
	              6

	Gain on dilution of

 equity interest in associate companies
	         5,112
	              -
	         5,112
	               -

	Gain on dilution of

 equity interest in

 subsidiary companies 
	               -
	          285
	                -
	           285

	Fair value loss on
 derivative
	        (5,676)
	              -
	         (5,676)
	               -

	(Impairment)/writeback of

 impairment of financial

 assets at fair value through

 profit or loss
	       (22,562)
	         7,333
	       (22,562)
	         7,333

	Total
	       (20,726)
	         7,624
	       (20,726)
	         7,624


A6.
Material changes in Estimates


There are no material changes 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.

A7.
Debts and Equity Securities


The shareholders of the Company, by an ordinary resolution passed in the Annual General Meeting of the Company held on 21 December 2010, 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 3 months financial period ended 30 September 2011, the Company repurchased 2,635,100 of its issued share capital from the open market.  The average price paid for the shares repurchased was RM0.4842 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, 12,401,952 shares are being held as treasury shares by the Company as at 30 September 2011. 


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 30 September 2011.

A8.
Dividends paid


No dividend has been paid for the current financial quarter and financial period to date.

A9.
Segment Information 


The segment analysis for the Group for the 3 months financial period ended 30 September 2011 is as follows:-

	

	Financial

services 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 
	    11,759
	     1,843
	    54,422
	   4,073
	       1,408
	             -
	    73,505

	Inter-segment revenue
	           68
	        334
	      1,077
	        97
	            96
	    (1,672)
	             -

	Total segment revenue
	    11,827
	     2,177
	    55,499
	   4,170
	       1,504
	    (1,672)
	    73,505

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit/(loss) from 

 operations
	     8,063
	         132
	   (22,763)
	     638
	      (4,275)       
	    (1,172)
	   (19,377)

	Interest income
	        922
	           93
	       3,274
	          -
	          104
	    (1,477)
	      2,916

	Finance costs
	    (1,544)
	     (1,961)
	       (671)
	    (307)
	          (36)
	     2,649
	     (1,870)

	Exceptional items
	             -
	              -
	             -
	          -
	       5,112
	            -
	      5,112

	Share of results of

 associate companies
	             -
	              -
	     (7,009)
	        64
	       1,297
	            -
	     (5,648)

	Share of results of jointly 

 controlled entities
	             -
	           72
	           -
	          -
	              -
	            -
	           72

	Profit/(loss) before taxation
	      7,441
	     (1,664)
	   (27,169)
	      395
	       2,202
	            -
	    (18,795)

	Taxation 
	       (603)
	           (6)
	      (321)
	          -
	               -
	            -
	       ( 930)

	Profit/(loss) for the 
 financial period
	      6,838
	     (1,670)
	   (27,490)
	      395
	       2,202
	            -
	    (19,725)

	Attributable to :
	
	
	
	
	
	
	

	Owners of the Parent
	
	
	
	
	
	
	    (19,619)

	Non-controlling interests
	
	
	
	
	
	
	         (106)


A9.
Segment Information (Cont’d)


The segment analysis for the Group for the 3 months financial period ended 30 September 2010 is as follows:-

	

	Financial

services 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 
	      2,874
	     6,855
	   46,553
	  3,791
	     15,792
	             -
	    75,865

	Inter-segment revenue
	      1,075
	     1,008
	        280
	       69
	          294
	    (2,726)
	             -

	Total segment revenue
	      3,949
	     7,863
	   46,833
	  3,860
	     16,086
	    (2,726)
	    75,865

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit from 

 operations
	        748
	        803
	   21,461
	     885
	      1,439
	       (188)
	    25,148

	Interest income
	      (617)
	          84
	     2,760
	          -
	           96
	     (1,034)
	      1,289

	Finance costs
	    (1,039)
	       (514)
	     (382)
	    (300)
	       (111)
	      1,222
	     (1,124)

	Exceptional items
	              -
	            -
	             -
	          -
	         285
	            -
	         285

	Share of results of

 associate companies
	              -
	            -
	        731
	      234
	         756
	            -
	      1,721

	Share of results of jointly 

 controlled entities
	              -
	        (25)
	           -
	          -
	              -
	            -
	         (25)

	Profit/(loss) before taxation
	      (908)
	        348
	    24,570
	      819
	       2,465
	            -
	    27,294

	Taxation 
	              -
	       (175)
	          (7)
	           -
	        (138)
	            -
	       (320)

	Profit/(loss) for the
 financial period
	      (908)
	        173
	    24,563
	      819
	       2,327
	            -
	    26,974

	Attributable to :
	
	
	
	
	
	
	

	Owners of the Parent
	
	
	
	
	
	
	    27,019

	Non-controlling interests
	
	
	
	
	
	
	         (45)


A10.
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 2011.

A11.
Material Subsequent Events


There were no material events subsequent to 30 September 2011 to the date of this Report that have not been reflected in the financial statements for the current financial period.

A12.
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 19 July 2011, Inari Berhad (“Inari”), a 44.05% associate company of the Group, issued 83,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.38 per ordinary shares pursuant to the Initial Public Offering in conjunction with the listing of Inari on the ACE Market of Bursa Malaysia Securities Berhad. The issuance of shares increased the issued and paid up share capital of Inari from RM24,860,870 to RM33,160,870 of RM0.10 each.
Accordingly, the Group’s equity interest in Inari was diluted from 44.05% to 33.02%.
A12.
Changes in the composition of the Group (Cont’d)

  (b)  On 19 September 2011, the Company announced that Topacres Sdn Bhd  (“Topacres”), a wholly owned subsidiary company entered into a Shareholders’ Agreement with Nostalgic Properties Sdn Bhd (“Nostalgic”), Red Zone Development Sdn Bhd (“Red Zone”) and Macrodon Sdn Bhd (“Macrodon”) to regulate their relationship as shareholders in Macrodon which will undertake the business of property development.

Macrodon is a private limited company incorporated in Malaysia on 11 February 2009. Macrodon is presently a dormant company and its intended principal activity is in property development.

Topacres, Nostalgic and Red Zone intends to carry out the business of property development through Macrodon and the shareholding of Macrodon comprises Topacres 40%, Nostalgic 30% and Red Zone 30%. The intended paid up share capital of Macrodon is RM10,000,000 comprising RM250,000 ordinary shares of RM1.00 each and RM9,750,000 redeemable preference shares of RM0.01 each at an issue price of RM1.00 each.  

A13.
Contingent Assets or Liabilities 


As at the date of this Report, the Company has issued guarantees amounting to RM52,240,000 to financial institutions in respect of banking and credit facilities granted to its subsidiary companies.

A14.  Commitments

Contractual commitments not provided for in the financial statements as at 30 September 2011 are as follows :-

	

	     RM’000

	
	

	         To acquire property, plant and equipment
	         608

	         To acquire investment properties
	      2,940

	         To acquire unquoted shares in companies
	        5,000


A15.  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 for current financial quarter and period against preceding year’s corresponding financial quarter and period to date

The Group reported revenue of RM73.5 million and a pre-tax loss of RM18.8 million for the first quarter ended 30 September 2011 compared with revenue of RM75.9 million and a pre-tax profit of RM27.3 million reported in the preceding year’s corresponding quarter ended 30 September 2010.

The overall declining results reported for the first quarter ended 30 September 2011 compared to the preceding year’s corresponding quarter are mainly due to the following :- 


Financial service and credit & leasing

Revenue and pre-tax results for the first quarter ended 30 September 2011 improved compared to the preceding year’s corresponding quarter primarily due to new loans given out by the money lending unit and higher brokerage and corporate advisory fee income generated by the stock broking unit. The stock broking unit has commenced operations on two new branches in Kuchai Lama, Kuala Lumpur and Penang during the current quarter.

Property investment and development


Revenue and pre-tax results for the first quarter ended 30 September 2011 declined due to the Group’s development projects have been completed during the previous financial year. 

Investment holding and trading


Revenue for the first quarter ended 30 September 2011 is higher than the preceding year’s corresponding quarter due to higher investment trading activities. Overall pre-tax results declined primarily due to the marked-to-market losses on the Group’s financial assets at fair value through profit or loss and financial derivatives totalling RM23.6 million (Q1/2011: Gain RM6.0 million) as a result of the financial market downturn during the current quarter. 



Retail trading and car rental


Revenue improved for the first quarter ended 30 September 2011 as compared to the preceding year’s corresponding quarter due to higher revenue reported by the Group’s car rental business as a result of increased fleet size and as well as consolidation of its 51% subsidiary company involved in the limousine-for-hire business in Singapore with effect from April 2011. There is no significant fluctuation in the division’s pre-tax results between the two quarters.


IT-related manufacturing, trading and services



Revenue for the first quarter ended 30 September 2011 is lower compared to the preceding year’s corresponding quarter due to the deconsolidation of the results of Inari Technology Sdn Bhd (“Inari Tech”) with effect from August 2010. The pre-tax results for the current quarter ended 30 September 2011 declined due to marked-to-market losses of RM3.6mil on the IT unit’s investment in Mint Wireless Limited, Australia. The IT unit reported an exceptional gain of RM5.1million in the current quarter ended 30 September 2011 arising from gain on dilution of its equity interest in Inari Berhad Group as stated in the accompanying Note A12(a).

Group’s summary

The pre-tax loss in the current financial quarter is derived after accounted for fair value loss on derivative of RM5.7 million (Q1/2011 : Nil) and impairment of financial assets at fair value through profit or loss of RM22.6 million (Q1/2011 : writeback of impairment of RM7.3 million). 

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 RM73.5 million and a pre-tax loss of RM18.8 million in the current financial quarter as compared with revenue of RM56.3 million and a pre-tax profit of RM39.3 million in the immediate preceding financial quarter.  

The higher revenue in the current financial quarter was mainly due to higher revenue reported by the investment unit.

Despite higher revenue, the Group reported a pre-tax loss of RM18.8 million in the current financial quarter as compared with the immediate preceding financial quarter mainly due to fair value loss on derivative of RM5.7 million (Q4/2011 : Gain RM4.9 million) and impairment of financial assets at fair value through profit or loss of RM22.6 million (Q4/2011 : writeback of impairment of RM7.1 million). 

B3.
Prospects for the next financial year ending 30 June 2012
        The Board of Directors is of the view that the business prospect of the Group will be challenging in view of the uncertainty in the global financial market and global economy and accordingly, the Group will be cautious in evaluating new investment opportunities.
B4.
Variance of Actual Profit from Forecast Profit/Profit Guarantee


This note is not applicable for the financial year 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 financial period ended 30 September 2011 is as follows:-

	
	     Individual
	   Quarter
	   Cumulative
	   Quarter

	
	          Quarter ended
	  Quarter ended
	          Period ended
	 Period ended

	
	            30-Sept-2011
	   30-Sept-2010
	          30-Sept-2011
	 30-Sept-2010

	




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

	   
Taxation for the financial quarter/period to date
	                930
	           262
	                930
	           262

	Transfer to deferred

           taxation
	                    -
	             58
	                    -
	             58

	
	                930
	           320
	                930
	           320


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

	




       
	        30-Sept-2011
	  30-Sept-2010
	         30-Sept-2011
	30-Sept-2010

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

	          (Loss)/profit before taxation
	         (18,795)
	         27,294
	         (18,795)
	        27,294

	
	
	
	
	

	Income tax at Malaysian statutory tax rate 
	           (4,699)
	          6,823
	          (4,699)
	          6,823


	         Tax effect in respect of :

	Non-allowable expenses
	            8,202
	             288
	            8,202
	             288

	Income not subject to tax
	           (4,265)
	         (6,069)
	           (4,265)
	         (6,069)

	Effect of different tax 

 rates in other countries 
	               339
	            (146)
	               339
	            (146)

	Overseas tax paid 

 on dividend income
	               279
	                 7
	               279
	                 7

	Tax savings from 

 utilisation of capital        allowances
	             (117)
	              (16)
	             (117)
	              (16)

	Tax savings from 

 utilisation of tax losses
	           (1,344)
	          (1,064)
	           (1,344)
	          (1,064)

	Deferred tax not 

 recognised in the 

 financial statements
	            2,535
	               439
	            2,535
	               439

	         Tax expenses for the 

           financial quarter/

  period to date
	               930                 
	               262
	               930                 
	               262

	         Transfer to deferred

            taxation
	                   -
	                 58
	                   -
	                 58

	
	               930
	               320
	               930
	               320


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

The Group did not report any gain or loss (2010: Nil) on disposal of investment properties and sale of unquoted investments for the financial period ended 30 September 2011.

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 30 September 2011 are as follows :-

(a) Total purchases and proceeds from disposals and gain arising thereon for the financial period ended 30 September 2011:-

	

	
       RM’000

	
	

	
Total purchases 
	                  77,151

	
Total proceeds from disposal 
	                  48,734

	
Loss on disposal 
	                    1,100


(b) Investment in quoted securities as at 30 September 2011 are as follows :-

	

	                RM’000

	
	

	
Total investments at cost
	                108,137

	
Total investments at carrying value                
	                  84,398

	
Total investments at market value
	                  84,398


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 30 September 2011

	


	  Foreign Currency (‘000)
	       RM’000

	          Short term secured borrowings
	         
	       

	          - in Euro dollars
	                        670
	          2,900

	          - in US dollars   
	                   16,751
	        53,360

	          - in Australian dollars 
	                        476
	          1,484

	          - in Hong Kong dollars
	                     7,785
	          3,183

	          - in Singapore dollars 
	                     2,143
	          5,265

	          - in Ringgit Malaysia
	
	        23,364

	
	
	        89,556


B10.
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.

B11. Dividend

The Directors do not recommend the payment of any dividend for the financial period ended 30 September 2011.
B12.
Earnings per share


(a) Basic (loss)/earnings per share
  The basic (loss)/earnings per share for the current financial quarter and period to date have been calculated by dividing the net profit attributable to owners 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       

        30-Sept-2011

            RM’000
	  Quarter ended 

  30-Sept-2010

          RM’000
	         Period ended 

       30-Sept-2011

             RM’000
	 Period ended
 30-Sept-2010

         RM’000

	 Net (loss)/profit attributable 

 to owners of the 

 Company for the

 financial quarter 

 and period to date 

 (RM’000)
	         (19,619)
	       27,019

           
	         (19,619)
	       27,019

           

	 Weighted average 

  number of ordinary shares 
  in issue, after accounting 
  for the effect of shares 

  bought back (‘000)
	         681,164
	      687,148
	         681,164
	      687,148

	 Basic (loss)/earnings

 per share (Sen)
	           (2.88)
	          3.93
	           (2.88)
	          3.93


B12.
Earnings per share (Cont’d)

 (b)  Diluted earnings per share

The diluted earnings per share is not computed as there were no dilutive potential equity instruments in issue that gave diluted effect to the earnings per share. 

B13.
DISCLOSURE ON REALISED AND UNREALISED PROFITS AND LOSSES


The Group’s retained profits as at 30 September 2011 and 30 June 2011 are analysed as follows:

	
	As at 30.9.2011
	As at 30.6.2011

	
	         RM’000
	         RM’000

	Total retained profits of the Company and its subsidiaries 
	
	

	- Realised
	          36,062
	          34,901

	- Unrealised
	          29,295
	          60,980

	
	          65,357
	          95,881

	
	
	

	Total share of retained profits from associate companies
	
	

	- Realised
	          14,524
	          16,558

	- Unrealised
	            2,225
	            2,698

	
	          16,749
	          19,256

	
	
	

	Total share of retained profits from jointly controlled entities 
	
	

	- Realised
	               339
	               267

	- Unrealised
	          15,913
	          15,913

	
	          16,252
	          16,180

	
	
	

	Add : Consolidated adjustments
	          58,164
	          44,824

	Total Group retained profits as per consolidated 

 statements of financial position
	        156,522
	         176,141


