INSAS BERHAD

Company No. 4081-M

(Incorporated in Malaysia)

UNAUDITED FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2006.

NOTES TO THE UNAUDITED FINANCIAL REPORT.

A1. 
Basis of Preparation and Accounting Policies

This set of financial report is unaudited and has been prepared in compliance with Financial Reporting Standards 134 : Interim Financial Reporting and Paragraph 9.22 of the Listing Requirements of the Bursa Malaysia Securities Berhad.  This report should be read in conjunction with the most recent audited financial statements of the Group for the financial year ended 30 June 2005.


The accounting policies and methods of computation adopted by the Group in this quarterly report are consistent with those adopted in the annual audited financial statements for the financial year ended 30 June 2005. 

A2.
Declaration of Audit Qualification


There was no qualified report issued by the auditors in the financial statements of the Group for the financial year ended 30 June 2005.

.

A3.
Seasonality and Cyclicality of Interim Operations


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

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


There were no unusual items that occurred during the current quarter and financial year under review which affect the assets, liabilities, equity, net income or cash flows of the Group, except the followings :-

	
	Individual
	Quarter
	Cumulative
	Quarter

	
	   Quarter ended
	Quarter ended
	   Year ended
	  Year ended

	
	      30-June-2006
	  30-June-2005
	   30-June-2006
	  30-June-2005

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

	
	
	
	
	

	Gain/(Loss) on disposal of 

 quoted securities 
	               405
	        (5,766)
	            617
	            535

	(Provision for)/Writeback of

 provision for diminution in 

 value of quoted securities 
	            7,112
	         1,293
	         5,230
	           (755)

	Unrealised exchange gain/

 (loss) on translation

 of long term investment
	               503
	           (337)
	          (804)
	           (311)

	Provision for doubtful debts
	                 (6)
	        (7,180)
	            (74)
	        (7,243)

	Total
	            8,014
	      (11,990)
	         4,969
	        (7,774)


A5.
Material changes in Estimates


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

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 30 December 2005, approved the Company’s plan to repurchase its own shares. The Directors of the Company are committed to enhancing 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 year ended 30 June 2006, the Company repurchased 200,000 of its issued share capital from the open market. The average price paid for the shares repurchased was RM0.3475 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 618,966,467 issued and fully paid ordinary shares, 14,051,000 shares are being held as treasury shares by the Company as at 30 June 2006.


Other than the above, there were no issuance and repayment of equity and debts securities, share cancellations and resale of treasury shares for the year ended 30 June 2006.

A7.
Dividends paid


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

A8.
Segment Information 


The segment analysis for the Group for the financial year ended 30 June 2006 are as follows:-

	
	Financial

services and and Credit

& leasing
	Property

investment 

and

develop-

ment
	Investment

holding

and 

trading
	Retail

trading 

and car 

rental


	IT 

related

services
	Elimination
	Consolidated

      Total

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

	Revenue
	
	
	
	
	
	
	

	External revenue 
	   18,452
	   1,075    
	      2,902
	108,180
	32,778
	    
	  163,387

	Inter-segment revenue
	        303
	   1,179
	    19,880
	    3,462
	     803
	    (25,627)
	             -

	Total segment revenue
	   18,755
	   2,254
	    22,782
	111,642
	33,581
	    (25,627)
	  163,387

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit from 

 operations
	      6,381
	    1,474
	    12,938
	    8,666
	  3,227
	     (19,290)
	    13,396

	Interest income
	
	
	
	
	
	
	      4,283

	Finance cost
	
	
	
	
	
	
	     (2,715)

	Exceptional items
	
	
	
	
	
	
	      7,256

	Share of results of

 associate companies
	           -
	         -
	      2,287
	        -
	         -
	           -
	      2,286

	Profit before taxation
	   
	     
	   
	      
	  
	       
	    24,506

	Taxation 
	      
	        
	       
	  
	
	       
	    (1,668)

	Profit after taxation
	   
	     
	   
	  
	  
	       
	    22,838

	Minority interests
	
	
	
	
	
	
	    (1,699)

	Net profit for the year
	
	
	
	
	
	
	    21,139


A9.
Valuation of Property, Plant and Equipment


The valuation of land and building has been brought forward without amendment from the annual financial statements of the Group for the financial year ended 30 June 2005.

A10.
Material Subsequent Events


There were no material events subsequent to 30 June 2006 to the date of this report that have not been reflected in the financial statements for the current financial year.

A11.
Changes in the composition of the Group 

 
The changes in the composition of the Group for the current quarter and financial year, including business combinations, acquisition or disposal of subsidiary companies and long term investments, restructuring and discontinuing operations are as follows:-

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

(i)  
On 8 December 2005, the Company announced that its 90% owned subsidiary company, Insas Properties Sdn Bhd, has on 6 December 2005 subscribed for 725,001 ordinary shares of RM1 each at par representing 72.50% equity interest in Premium Yield Sdn Bhd, a dormant company incorporated in Malaysia on 7 September 2004.  The principal activity of Premium Yield Sdn Bhd is investment holding.

(ii) 
Premium Yield Sdn Bhd had on 6 December 2005 subscribed for 2 ordinary shares of RM1 each representing a 100% equity interest in Hastanas Development Sdn Bhd for a cash consideration of RM2.  Hastanas Development Sdn Bhd was incorporated in Malaysia on 5 February 2004 and its principal activity is property development.  

(iii) 
On 15 December 2005, the Company announced that Insas Technology Berhad, a wholly owned subsidiary company, had subscribed for 100 shares representing 100% equity interest in Vigcashlimited LLC, a dormant company incorporated in Mongolia on 7 December 2005 for a cash consideration of USD10,000. The principal activity of Vigcashlimited LLC is provision of secure payment gateway services for e-commerce community.

(iv) 

On 21 December 2005, Insas Technology Berhad acquired 5,000 ordinary shares representing 10% of the issued and paid up share capital of Cipas.Com Sdn Bhd for a cash consideration of RM1. Prior to this acquisition, Insas Technology Berhad holds 90% equity interest in Cipas.Com Sdn Bhd. Following this acquisition, Cipas.Com Sdn Bhd became a wholly-owned subsidiary of the Group. Cipas.Com was incorporated on 25 March 1988 and its principal activity is provision of secure solution for online payment, development of software and consultancy.

(v) On 23 December 2005, the Company announced that its 90% owned subsidiary company, Insas Properties Sdn Bhd, has on 20 December 2005 subscribed for 65,000 ordinary shares of RM1 each at par representing 65.0% equity interest in Dellmax Worldwide Sdn Bhd, a dormant company incorporated in Malaysia on 24 May 2005.  The principal activity of Dellmax Worldwide Sdn Bhd is investment holding.

          (vi)
On 23 February 2006, Insas Properties Sdn Bhd acquired additional 30,001 ordinary shares of RM1 each representing 3% of the issued and paid up share capital of Segar Raya Development Sdn Bhd for a cash consideration of RM30,001.  Following this acquisition, Insas Properties Sdn Bhd increased its equity interest in Segar Raya Development Sdn Bhd from 64% to 67%.  The principal activity of Segar Raya Development Sdn Bhd is real property and housing developer.
(vii)
Premium Yield Sdn Bhd had on 9 March 2006 subscribed for 1 million ordinary shares of RM1 each representing 100% equity interest in Valencia Homes Sdn Bhd for a cash consideration of RM1 million.  Valencia Homes Sdn Bhd was incorporated in Malaysia on 19 August 2004 and its principal activity is property development.  

A12.
Contingent Assets or Liabilities 


As at the date of this report, the Company has issued guarantees amounting to RM52,993,000 to financial institutions in respect of banking and credit facilities granted to its subsidiaries.

A13.  Commitments

           Commitments not provided for in the financial statements as at 30 June 2006 are as follows :

	

	     RM’000

	
	

	          (a)  Contractual commitment on acquisition of investment properties
	      8,488

	
	

	          (b)  Contractual commitment on acquisition of shares in a company
	      5,000

	
	

	(c)  Contractual commitment on land and development expenditure
	      9,478

	
	

	(d)  Approved capital expenditure for property,plant and equipment


	         367

	
	


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.  Approval for recurrent related party transactions has been obtained in the Shareholders’ Mandate for recurrent related party transactions at the general meeting of the Company held on 30 December 2005 in accordance with the Listing Requirements of the Bursa Malaysia Securities Berhad.

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

B1.
Review of Performance 



Current quarter against preceding year’s corresponding quarter 


For the current quarter ended 30 June 2006, the Group reported revenue of RM45.31 million and pre-tax profit of RM12.11 million as compared with revenue of RM48.45 million and pre-tax loss of RM6.95 million in the preceding year’s corresponding quarter.  

The Group’s three month’s results ended 30 June 2006 was derived after taking into account gain on disposal of quoted securities of RM0.41 million (2005 : Loss on disposal of quoted securities of RM5.77 million), unrealised exchange gain on translation of long term investment of RM0.50 million (2005 : unrealised exchange loss on translation of long term investment of RM0.34 million), provision for doubtful debts of RM6,000 (2005 : RM7.19 million) and writeback of provision for diminution in value of quoted securities of RM7.11 million (2005 : RM1.29 million).

Financial year to date against preceding year

For the year ended 30 June 2006, the Group registered revenue of RM163.39 million and pre-tax profit of RM24.51 million as compared with revenue of RM186.96 million and pre-tax profit of RM23.99 million in the preceding year ended 30 June 2005. Despite lower revenue, pre-tax profit in the current year improved marginally due to better results reported by the stock broking, investment trading and IT units. 

The pre-tax profit of RM24.51 million in the current year was derived after taking into account writeback of provision for diminution in value of quoted securities of RM5.23 million and unrealised exchange loss on translation of long term investment of RM0.80 million (2005 : Provision for diminution in value of quoted securities of RM0.76 million and unrealised exchange loss on translation of long term investment of RM0.36 million).

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


The Group reported revenue of RM45.31 million and pre-tax profit of RM12.11 million in the current quarter as compared with revenue of RM38.28 million and pre-tax profit of RM4.07 million in the immediate preceding quarter. The pre-tax profit in the current quarter was derived after taking into account reversal of diminution in value of quoted securities of RM7.10 million, unrealised exchange gain on translation of long term investment of RM0.50 million and gain on disposal of quoted securities of RM0.41 million (immediate preceding quarter : Provision for diminution in value of quoted securities of RM0.96 million, unrealised exchange loss on translation of long term investment of RM0.32 million and gain on disposal of quoted securities of RM0.23 million).

B3.
Prospects for the remaining period to the end of the financial year ending 30 June 2006

This note is not applicable.

B4.
Variance of Actual Profit from Forecast Profit/Profit Guarantee


This note is not applicable for the financial year under review.

B5.
Taxation


The taxation charge for the current quarter and for the financial year ended 30 June 2006 is as follows:

	
	         Individual
	Quarter
	Cumulative
	Quarter

	
	 Quarter ended
	Quarter ended
	    Year ended 
	   Year ended

	
	   30-June-2006
	  30-June-2005
	    30-June-2006
	   30-June-2005

	




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

	
	
	
	
	

	   
Taxation for the current 

           quarter/year

	             (159)
	        (550)
	           1,582
	        3,281

	
Transfer to

           deferred taxation
	             (351)
	        (485)
	            (351)
	          (485)

	         Share of taxation of

           associate companies 
	                   -
	          794
	                 -
	           794

	         Underprovision in 

           respect of prior years
	               371
	          198
	              344
	           198

	         Real property gains tax
	                 88
	          139
	                93
	           139

	
	               (51)
	            96
	           1,668
	        3,927


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 

      30-June-2006           
	  Quarter ended 

   30-June-2005
	   Year ended                                     30-June-2006
	  Year ended 

  30-June-2005

	




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

	
	
	
	
	

	Profit/(Loss) before taxation
	           12,111
	      (6,949)
	           24,506
	      23,986

	
	
	
	
	

	Income tax at Malaysian 

 statutory tax rate of 28%
	            3,390
	      (1,945)
	            6,861
	        6,716

	
	
	
	
	

	Tax effect in respect of :
	
	
	
	

	
	
	
	
	

	Allowable expenses – ICULS 

 interest taken direct to reserve
	             (579)
	         (580)
	          (2,324)
	       (2,321)

	Non-allowable expenses
	            1,387
	        1,679
	            3,461
	        2,582

	Income not subject to tax
	          (4,485)
	         (217)
	          (5,091)
	       (1,388)

	Effect of income subject to tax

 rate of 20% for small and

 medium size enterprises
	              257
	           (37)
	                19
	            (13)

	Effect of different tax rates

 in other countries 
	            (464)
	         (376)
	            (663)
	          (816)

	Overseas tax paid for dividend 

 income
	              151
	           156
	              222
	            348

	Tax savings from utilisation of

 capital allowances
	                  -
	          (267)
	                   -
	           (300)

	Tax savings from utilisation of

 tax losses
	              242
	         1,146
	         ( 1,573)
	        (2,162)

	Deferred tax not recognised in

 the financial statements
	            (409)
	          (590)
	              319
	            150

	          Share of taxation of

           associate companies
	                  -
	           794
	                   -
	            794

	
Underprovision in 

           respect of prior years
	              366
	           194
	              344
	            198

	          Real property gains 

            tax
	               93
	           139
	                93
	            139

	Tax expenses for the quarter/

 year
	              (51)


	             96
	           1,668
	         3,927

	
	
	
	
	


B6.

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

The Group reported a gain of RM0.37 million on the disposal of investment property and a loss of RM0.52 million on the disposal of long term unquoted investment during the financial year ended 30 June 2006.

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 year ended 30 June 2006 are as follows :-

(a) Total purchases and disposals and gains/(losses) for the year ended 30 June 2006 :-

	

	                RM’000

	
Total purchases 
	                      918

	
Total disposal 
	                   1,659

	
Gain on disposal 
	                      289


 
(b)
Investment in quoted securities as at 30 June 2006 are as follows :-

	

	                RM’000

	
Total investments at cost
	                119,370

	
Total investments at carrying value/book value

                 (after provision for diminution in value)
	                  88,696

	
Total investments at market value
	                  92,552


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


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

B9.
Group Borrowings and Debts Securities as at 30 June 2006.

	

	    Foreign

   Currency (‘000) 
	
RM’000

	
Short  Term Liabilities 
	
	

	
Secured Borrowings  

          -  in Ringgit
	                
	          6,235

	          -  in foreign currency (SGD)
	                2,438           
	          5,629

	




	
	        11,864


B10.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk at the date 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 year ended 30 June 2006.

B13.
Earnings/(Loss) per share


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

	
	         Individual
	Quarter
	        Cumulative
	Quarter

	
	Quarter ended       

   30-June-2006

        RM’000
	Quarter ended 

  30-June-2005

        RM’000
	 Year ended                                     30-June-2006

      RM’000
	    Year ended 

  30-June-2005

       RM’000

	Net profit/(loss) for the quarter and year to date (RM’000)
	     11,919
	      (6,921)
	      21,139
	        17,388

	Weighted average number of ordinary share in issue, after accounting for effect of shares bought back during the year (‘000)
	    605,073
	      607,476
	      605,073
	       607,476

	Basic earnings/(loss)  per share (Sen)
	      1.97
	          (1.14)
	        3.49
	          2.86


(b) Diluted earnings/(loss) per share

The diluted earnings/(loss) per ordinary share is calculated by dividing the net profit/(loss) for the quarter and year to date by the adjusted weighted average number of ordinary shares in issue during the quarter and year to date plus the weighted average number of ordinary shares which would be issued on the conversion of the 103,767,866 nominal amount of 8% Irredeemable Convertible Unsecured Loan Stocks (“ICULS”) into ordinary shares. The ICULS are deemed converted into ordinary shares at the beginning of the financial year.

	
	       Individual
	Quarter
	         Cumulative
	Quarter

	
	Quarter ended 

 30-June-2006

        RM’000          
	Quarter ended 

  30-June-2005

       RM’000
	  Year ended                                     30-June-2006

     RM’000
	   Year ended 

  30-June-2005

       RM’000

	Net profit/(loss) for the quarter and year to date (RM’000)
	        11,919
	        (6,921)
	         21,139
	        17,388

	Weighted average number of ordinary shares in issue, after accounting for the effect of the shares bought back during the year (‘000)
	       605,073
	      607,476
	        605,073
	       607,476

	Adjusted for assumed conversion of ICULS (‘000)
	       103,767
	      103,767
	        103,767
	       103,767

	Adjusted number of ordinary shares in issue and issuable (‘000)
	       708,840
	      711,243
	        708,840
	       711,243

	Diluted earnings/

(loss) per share (Sen)
	           1.68
	         (0.98)
	             2.98


	          2.44


