INSAS BERHAD

Company No. 4081-M

(Incorporated in Malaysia)

UNAUDITED FINANCIAL REPORT FOR THE FIRST QUARTER AND 3 MONTHS FINANCIAL PERIOD ENDED 30 SEPTEMBER 2012.

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 Malaysian Financial Reporting Standard (“MFRS”) 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 2012. 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 2012.

A2.
Changes in Accounting Policies



With effect from 1 July 2012, the Group has adopted the MFRS framework issued by MASB. The MFRS framework was introduced by MASB in order to fully converge Malaysia’s existing Financial Reporting Standards (“FRSs”) framework with the International Financial Reporting Standards (“IFRS”) framework issued by the International Accounting Standards Board. 


This set of financial report complies with MFRS 1:First-Time Adoption of Malaysian Financial Reporting Standards (“MFRS 1”). The objective of MFRS 1 is to ensure that an entity’s first MFRS financial statements are comparable with prior period’s financial statements. MFRS 1 requires comparative information to be restated as if the requirements of MFRS effective to the Group’s financial statements for annual periods beginning on or after 1 July 2012 have always been applied. However, MFRS 1 allows for certain optional exemptions from full retrospective application and/or prohibits retrospective application of some aspects of MFRS. 

The transitional date for the adoption of the MFRS framework for the Group is 1 July 2011. The transition from FRS to MFRS do not have a significant financial impact on the financial statements of the Group as the accounting policies adopted under the FRS framework were in line with the MFRS framework requirements except for the application of IC Interpretation 15 which is summarised below:-

IC Interpretation 15 : Agreements for the Construction of Real Estate

Prior to 1 July 2012 under the FRS framework, land held for development with no significant development activities were classified as non-current asset and stated at cost less accumulated impairment losses. Following the adoption of IC Interpretation 15 under the MFRS framework, the Group’s land held for development is accounted for as investment properties since it is held for undetermined future use. There is no exemption provided in MFRS 1 for first-time adopter and there is no transitional provision in IC Interpretation 15.
A2.
Changes in Accounting Policies (Cont’d)


IC Interpretation 15 : Agreements for the Construction of Real Estate (cont’d)

Accordingly, the reclassification has been accounted for by adjusting the opening balances 
in the statement of financial position as at 1 July 2012 as follows:-
	
	     Balance as at
	
	 Balance as at

	
	        30.6.2012
	Effects of adopting
	     1.7.2012

	
	(As previously reported)
	IC Interpretation 15
	   (As restated)

	
	           RM’000
	       RM’000
	      RM’000

	 Reclassification of balances:
	
	
	

	 Non-current assets
	
	
	

	Land held for development
	           37,576
	         (37,576)
	                -

	Investment properties
	           92,435
	          37,576
	       130,011

	
	
	
	


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 2012.

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-2012
	30-Sept-2011
	            30-Sept-2012
	30-Sept-2011

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

	Allowance for doubtful
 debts no longer required 
	                  73
	       2,400
	                  73
	     2,400

	Writeback of fair value loss/
(fair value loss) on 
 financial derivatives
	             4,786
	      (5,676)    
	             4,786
	    (5,676)    

	Gain on dilution of equity
 interest in associate 
 companies
	                145
	       5,112
	                145
	      5,112

	Writeback of impairment/
 (impairment) of financial

 assets at fair value through

 profit or loss
	           10,722
	    (22,562)
	           10,722
	    (22,562)

	Total
	           15,726
	    (20,726)
	           15,726
	    (20,726)


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 20 December 2011, 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 2012, the Company repurchased 1,454,300 of its issued share capital from the open market.  The average price paid for the shares repurchased was RM0.3983 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, 3,419,991 shares are being held as treasury shares by the Company as at 30 September 2012. 


Other than the above, there were no issuance and repayment of equity and debts securities, share cancellations and resale of treasury shares for the 3 months financial period ended 30 September 2012.

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 2012 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 
	      6,540
	        354
	   51,400
	   4,584
	          761
	             -
	    63,639

	Inter-segment revenue
	         409
	        535
	        324
	        47
	          625
	     (1,940)
	             -

	Total segment revenue
	      6,949
	        889
	   51,724
	   4,631
	       1,386
	     (1,940)
	    63,639

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit/(loss) from 

 operations
	          18
	        547
	   22,851
	      607
	         (274)       
	       (607)
	    23,142

	Interest income
	        138
	        233
	     4,912
	          -
	            94
	    (2,584)
	      2,793

	Finance costs
	    (3,264)
	       (458)
	    (2,390)
	    (318)
	           (47)
	     3,191
	    ( 3,286)

	Exceptional items
	             -
	            -
	            -
	          -
	          145
	            -
	        145

	Share of results of

 associate companies
	             -
	       (510)
	     4,323
	     904
	       2,586
	            -
	     7,303

	Share of results of jointly 

 controlled entities
	             -
	        110
	           -
	         -
	              -
	            -
	        110

	Profit/(loss) before taxation
	    (3,108)
	         (78)
	    29,696
	   1,193
	       2,504
	            -
	   30,207

	Taxation 
	             -
	         (62)
	          45
	         -
	              -
	            -
	        (17)

	Profit/(loss) for the 

 financial period
	    (3,108)
	       (140)
	    29,741
	   1,193
	       2,504
	            -
	    30,190

	Attributable to :
	
	
	
	
	
	
	

	Owners of the Company
	
	
	
	
	
	
	    30,300

	Non-controlling interests
	
	
	
	
	
	
	       (110)


A9.
Segment Information (Cont’d)


The segment analysis for the Group for the 3 months financial period ended 30 September 2011 was 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
	     8,470
	         132
	   (22,763)
	     638
	      (4,275)       
	    (1,172)
	   (18,970)

	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
	      7,848
	     (1,664)
	   (27,169)
	      395
	       2,202
	            -
	    (18,388)

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

	Profit/(loss) for the 

 financial period
	      7,245
	     (1,670)
	   (27,490)
	      395
	       2,202
	            -
	    (19,318)

	Attributable to :
	
	
	
	
	
	
	

	Owners of the Company
	
	
	
	
	
	
	    (19,212)

	Non-controlling interests
	
	
	
	
	
	
	         (106)


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 2012.

A11.
Material Subsequent Events


There were no material events subsequent to 30 September 2012 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 and associated companies and long term investments, restructuring and discontinuing operations other than as disclosed below:-

On 13 July 2012, Inari Berhad (“Inari”), a 33.02% associate company of the Group, issued 5,000,000 new ordinary shares of RM0.10 each at an issue price of RM0.34 per ordinary shares by way of private placement to third party investors. The issuance of the 5,000,000 ordinary shares increased the issued and paid up share capital of Inari from RM33,160,870 to RM33,660,870 of RM0.10 each.
Accordingly, the Group’s equity interest in Inari was diluted from 33.02% to 32.53%.
A13.
Contingent Assets or Liabilities 


As at the date of this Report, the Company has issued guarantees amounting to RM75,785,000 to financial institutions in respect of banking and credit facilities granted to its subsidiary and associate companies. There is no contingent assets as at the date of this Report.
A14.  Commitments

Contractual commitments not provided for in the financial statements as at 30 September 2012 are as follows :-

	

	     RM’000

	
	

	         To acquire property, plant and equipment
	      1,956

	         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 


Current financial quarter/period to date against preceding year’s corresponding financial quarter/period to date

The Group reported revenue of RM63.6 million and a pre-tax profit of RM30.2 million for the first quarter ended 30 September 2012 compared with revenue of RM73.5 million and a pre-tax loss of –RM18.4 million reported in the preceding year’s corresponding quarter ended 30 September 2011.


The results reported for the first quarter and period to date ended 30 September 2012 compared to the preceding year’s corresponding quarter and period to date are mainly due to the following :- 


Financial service and credit & leasing division

Profits for the first quarter ended 30 September 2012 declined compared to the preceding year’s corresponding quarter primarily due to overall lower trading volume by the stock broking unit arising from weaker market sentiments and lower revenue reported by the money lending unit in the current quarter.


Property investment and development division

There is no significant contribution from the property development unit as the Group’s development projects have been completed in the preceding financial year. 

Investment holding and trading division

The investment unit reported higher pre-tax profit in the current quarter ended 30 September 2012 compared to the preceding year’s corresponding quarter primarily due to recovery of foreign equity prices resulting in writeback of impairment in value of financial assets at fair value through profit or loss of RM11.8 million (Q1/2012 : impairment loss of -RM17.9 million) and writeback of fair value loss on financial derivatives of RM4.8 million (Q1/2012 : fair value loss of –RM5.7million).
B1.
Review of Performance (Cont’d)

Current financial quarter and period to date against preceding year’s corresponding financial quarter and period to date (Cont’d)


Retail trading and car rental division

There is no significant improvement in revenue and pre-tax results in the first quarter ended 30 September 2012 as compared to the preceding year’s corresponding quarter due to the relatively low profit margin and fixed costs incurred by the Group’s car rental businesses.


IT-related manufacturing, trading and services division

Revenue declined in the current quarter ended 30 September 2012 as compared to the preceding year’s corresponding quarter mainly due to the cessation of business of one of the unit’s subsidiary in Singapore engaged in the manufacture and distribution of semi conductor products in the previous quarter. The IT unit reported lower pre-tax loss in the current quarter as compared to the preceding year’s corresponding quarter mainly due to lower impairment loss on the IT unit’s shareholding in Mint Wireless Limited compared to the preceding year’s corresponding quarter. 


The IT unit’s associate company, Inari Berhad (“Inari”) reported higher profits during the current quarter as compared to the preceding year’s corresponding quarter due to higher trading volume arising from higher demand from its customers and improvement in profit margin. The IT unit’s equity accounting for Inari’s after-tax profits were RM2.5 million for the current quarter (Q1/2012 : RM1.3 million) 


Group’s summary


The pre-tax profit of RM30.2 million in the current financial quarter is derived at after accounting for writeback of impairment loss on financial assets at fair value through profit or loss of RM10.7 million (Q1/2012 : impairment loss of -RM22.6 million) and writeback of fair value loss on financial derivatives of RM4.8 million (Q1/2012 : Fair value loss of -RM5.7 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 RM63.6 million and a pre-tax profit of RM30.2 million in the current financial quarter as compared with revenue of RM61.4 million and a pre-tax loss of -RM17.7 million in the immediate preceding financial quarter.  


The increase in the Group’s revenue compared to the preceding quarter was primarily due to higher revenue reported by the investment trading unit in the current quarter. The Group reported substantial improvement in pre-tax results in the current quarter mainly due to writeback of impairment loss on financial assets at fair value through profit or loss of RM10.7 million (Preceding quarter : impairment loss of –RM14.0 million) and writeback of fair value loss on financial derivatives of RM4.8 million (Preceding quarter : Fair value loss of –RM11.6 million). 

B3.
Prospects for the next financial year ending 30 June 2013
         Financial services and investment trading division


The Board of Directors is of the view that the business prospect of the stock broking and investment trading units will continue to be challenging in view of the uncertainty in the global economy and financial markets affecting the stock broking and investment trading units and accordingly, the Group will continue to be cautious in evaluating new investments. 
B3.
Prospects for the next financial year ending 30 June 2013 (Cont’d)
Property investment and development division


The Group has completed its two property development projects in Ampang Putra and Bukit Rahman Putra. The Board has plans to participate in certain new property development projects within the Klang Valley on a joint venture basis whereby these are still in the preliminary planning stages. 



IT-related manufacturing, trading and services division


The Board expects the IT unit to perform satisfactorily in light of the expected favourable performance by the Inari Group in the current financial year ending 30 June 2013 arising from sustained demand for Inari’s manufacturing services and expected increase in revenue from the demand for its test and measurement equipments.


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 financial period ended 30 September 2012 is as follows:-
	
	     Individual
	   Quarter
	   Cumulative
	 Quarter

	
	          Quarter ended
	  Quarter ended
	          Period ended
	 Period ended

	
	            30-Sept-2012
	   30-Sept-2011
	          30-Sept-2012
	  30-Sept-2011

	




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

	   
Taxation for the financial   
          quarter/period
	                   17
	           930
	                 17
	           930



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

	
	   Individual
	  Quarter
	            Cumulative
	Quarter

	
	          Quarter ended
	  Quarter ended
	          Period ended
	 Period ended

	




       
	            30-Sept-2012
	   30-Sept-2011
	          30-Sept-2012
	  30-Sept-2011

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

	          Profit/(Loss) before taxation
	            30,207
	      (18,388)
	            30,207
	      (18,388)

	
	
	
	
	

	Income tax at Malaysian statutory tax rate 
	              7,552
	        (4,597)
	              7,552
	        (4,597)


	         Tax effect in respect of :

	Non-allowable expenses
	                 928
	          8,100
	                  928
	         8,100

	Income not subject to tax
	             (8,021)
	        (4,265)
	              (8,021)
	        (4,265)

	Effect of different tax 

 rates in other countries 
	               (217)
	            339
	                 (217)
	            339

	Overseas tax paid 

 on dividend income
	                  68
	            279
	                    68
	            279

	Utilisation of previously

 unrecognised deferred

 tax assets
	            (1,003)
	        (1,461)
	              (1,003)
	        (1,461)

	Deferred tax not recognised 
 in the financial statements
	                710
	         2,535
	                  710
	         2,535

	         Tax expenses for the 

 financial quarter/period
	                 17
	           930
	                    17
	           930


B6.
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.

B7.
Group Borrowings and Debts Securities as at 30 September 2012
	


	  Foreign Currency (‘000)
	       RM’000

	          Short term secured borrowings
	         
	       

	          - in US dollars   
	                 36,379
	      111,593

	          - in Australian dollars 
	                  (6,950)
	       (22,251)

	          - in Hong Kong dollars
	               183,742
	        72,688

	          - in Singapore dollars 
	                   3,849
	          9,626

	          - in Ringgit Malaysia
	
	        51,064

	
	
	      222,720

	          Long term secured borrowings
	
	

	          - in Singapore dollars 
	                      827
	          2,068

	          - in Ringgit Malaysia
	           
	          5,531

	
	
	          7,599

	
	
	

	
	
	      230,319


B8.
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.

B9. 
Dividend

The Board of Directors is pleased to declare an interim dividend of 1.3 sen per ordinary share of RM1.00 each, less income tax at 25%, for the financial year ending 30 June 2013. 

The entitlement and payment date of the dividend will be confirmed and announced at a later date.
B10.
Earnings/(Loss) per share


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

	
	              Individual
	 Quarter
	             Cumulative
	 Quarter

	
	      Quarter ended       

        30-Sept-2012
            RM’000
	  Quarter ended 

  30-Sept-2011
          RM’000
	         Period ended 

         30-Sept-2012
             RM’000
	 Period ended
 30-Sept-2011
         RM’000

	 Net profit/(loss) attributable 

 to owners of the Company
 for the financial quarter 

 and financial period (RM’000)
	           30,300
	       (19,212)
	            30,300
	       (19,212)

	 Weighted average 

  number of ordinary shares 

  in issue, after accounting 

  for the effect of shares 

  bought back (‘000)
	         690,156
	     681,164
	          690,156
	     681,164

	 Basic earnings/(loss)
 per share (Sen)
	            4.39
	         (2.82)
	             4.39
	         (2.82)


B10.
Earnings/(Loss) 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. 

B11.
DISCLOSURE ON REALISED AND UNREALISED PROFITS AND LOSSES


The Group’s retained profits as at 30 September 2012 and 30 September 2011 are analysed as follows:

	
	As at 30.9.2012
	As at 30.9.2011

	
	         RM’000
	         RM’000

	Total retained profits of the Company and its subsidiaries 
	
	

	- Realised
	           35,931
	          44,609

	- Unrealised
	           65,006
	          29,295

	
	         100,937
	          73,904

	
	
	

	Total share of retained profits from associate companies
	
	

	- Realised
	          21,944
	          14,524

	- Unrealised
	            6,564
	            2,225

	
	          28,508
	          16,749

	
	
	

	Total share of retained profits from jointly controlled entities 
	
	

	- Realised
	            1,039
	               339

	- Unrealised
	          26,430
	          15,913

	
	          27,469
	          16,252

	
	
	

	Add : Consolidated adjustments
	          70,268
	          58,164

	Total Group retained profits as per consolidated 

 statements of financial position
	         227,182
	        165,069


