INSAS BERHAD

Company No. 4081-M

(Incorporated in Malaysia)

UNAUDITED FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2007.

NOTES TO THE UNAUDITED FINANCIAL REPORT.

A1. 
Basis of Preparation

This set of financial report is unaudited and has been prepared in compliance with 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 2006.

A2.
Changes in Accounting Policies


The accounting policies and methods of computation and presentation adopted by the Group in this quarterly financial statements are consistent with those adopted in the audited financial statements for the year ended 30 June 2006 except for the changes in accounting policies and presentation which are reflected in the financial statements for the financial year ended 30 June 2007 resulting from the adoption of applicable new / revised Financial Reporting Standards (“FRS”) that are effective for the financial period beginning 1 July 2006 as follows :




Revised/




New FRS


FRS 3 
Revised
Business Combinations






FRS 101
Revised
Presentation of Financial Statements


FRS 102
Revised
Inventories


FRS 108
Revised
Accounting Policies, Changes in Accounting Estimates and Errors


FRS 110
Revised
Events after the Balance Sheet Date


FRS 116
Revised
Property, Plant and Equipment


FRS 121
Revised 
The Effects of Changes in Foreign Exchange Rates


FRS 127
Revised
Consolidated and Separate Financial Statements



FRS 128
Revised
Investments in Associates


FRS 131 
Revised
Interests in Joint Ventures


FRS 132
Revised
Financial Instruments : Disclosure and Presentation


FRS 133
Revised
Earnings Per Share


FRS 136
Revised
Impairment of Assets


FRS 138
New

Intangible Assets


FRS 140
New

Investment Properties



The adoption of FRS 3, FRS 102, FRS 108, FRS 110, FRS 116, FRS 121, FRS 127, FRS 128, FRS 131, FRS 132, FRS 133, FRS 136 and FRS 138 does not have any significant financial impact on the Group. The principal effects of the changes in accounting policies resulting from the adoption of FRS 101 and FRS 140 are summarised as follows :

(a) FRS 101: Presentation of Financial Statements

The adoption of the revised FRS 101 has affected the presentation of minority interests, share of net-after tax results of associated companies and certain other disclosures.  Minority interests are now presented within total equity in the consolidated balance sheet and as an allocation of the total net profit for the period in the consolidated income statement.  The movement of minority interests is now presented in the consolidated statement of changes in equity.  The share of the associated companies’ results is now presented net of tax in the consolidated income statement.

The current period’s presentation of the Group’s financial statements is based on the revised requirements of FRS 101 with the comparatives restated to conform to current period’s presentation.

A2.
Changes in Accounting Policies (Cont’d)

(b)   FRS 140: Investment Property

The adoption of this new FRS has resulted in a change in classification for certain properties previously classified as property, plant and equipment. These properties have been reclassified as investment properties as they are held to earn rentals or for capital appreciation or both, and not for use in the production or supply of goods and services or for administrative purposes. The Group has chosen to adopt the cost model and the investment properties are stated at cost less accumulated depreciation and impairment losses.

In accordance with the transitional provisions of FRS 140, the changes in respect of the above said classification have been accounted for by restating the following carrying amount as at 30 June 2006 :

	
	   Previously stated
	    Reclassification
	           Restated

	
	            RM’000
	           RM’000
	            RM’000

	Property,plant 

 equipment
	             70,561
	          (17,794)
	             52,767

	Investment properties


	             18,337
	           17,794
	             36,131


A3.
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 2006.

.

A4.
Seasonality and Cyclicality of Interim Operations


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

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


The following are the 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 :-

	
	Individual
	Quarter
	Cumulative
	Quarter

	
	   Quarter ended
	Quarter ended
	   Year ended
	  Year ended

	
	      30-June-2007
	  30-June-2006
	   30-June-2007
	  30-June-2006

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

	Gain on disposal of 

 quoted securities 
	        1,224
	          405
	        12,641
	            617

	Write back of diminution in value of quoted securities 
	          663
	       7,761
	        15,016
	         5,874

	Unrealised exchange gain/

 (loss) on translation

 of long term investment
	          558
	         503
	            912
	          (804)

	Total
	       2,445
	      8,669
	       28,569
	         5,687


A6.
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.

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 12 December 2006, 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 year ended 30 June 2007, the Company repurchased 6,402,200 of its issued share capital from the open market.  The average price paid for the shares repurchased was RM0.5039 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, 20,453,200 shares are being held as treasury shares by the Company as at 30 June 2007.


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 2007.

A8.
Dividends paid


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

A9.
Segment Information 


The segment analysis for the Group for the financial year ended 30 June 2007 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

trading 

and

services
	Elimination
	Consolidated

      total

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

	Revenue
	
	
	
	
	
	
	

	External revenue 
	    39,124
	    11,983
	   60,679
	 54,198
	 46,201
	       -
	  212,185

	Inter-segment revenue
	      6,114
	      2,793
	     9,250
	      521
	   7,031
	  (25,709)
	        -

	Total segment revenue
	    45,238
	    14,776
	   69,929
	 54,719
	 53,232
	  (25,709)
	  212,185

	
	
	
	
	
	
	
	

	Results
	
	
	
	
	
	
	

	Segment profit from 

 operations
	    34,006
	    3,417
	    23,763
	   4,046
	   4,942
	  (12,311)
	    57,863

	Interest income
	
	
	
	
	
	
	      4,239

	Finance cost
	
	
	
	
	
	
	    (2,934)

	Exceptional item
	
	
	      
	
	
	
	    13,847

	Share of results of

 associate companies
	         -
	        -
	      2,008
	       511
	       -
	           -
	     4,332

	Profit before taxation
	
	
	
	
	
	
	    77,347

	Taxation 
	
	
	
	
	
	
	    (1,377)

	Profit for the year
	
	
	
	
	
	
	    75,970


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 2006.

A11.
Material Subsequent Events


There were no material events subsequent to 30 June 2007 to the date of this report that have not been reflected in the financial statements for the current financial year.

A12.
Changes in the composition of the Group 

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

A12.
Changes in the composition of the Group (Cont’d)

(i) On 11 September 2006, Insas Technology Berhad, a wholly-owned subsidiary company, had subscribed for 1,275,000 ordinary shares of RM1 each at par representing 51% equity interest in Inari Technology Sdn Bhd (“Inari Technology”) for a cash consideration of RM1,275,000. Inari Technology was incorporated in Malaysia on 1 June 2006 and its principal activity is to produce wireless microwave telecommunication products, wireless broadcast card and to provide electronic manufacturing services.
On 31 March 2007, Insas Technology Berhad subscribed for its portion of the increase in share capital issued by Inari Technology amounting to 2,550,000 ordinary shares of RM1 each at par.

          (ii)  On 28 September 2006, Insas Properties Sdn Bhd, a 90% owned subsidiary company, decreased its equity stake in Parkfair Development Sdn Bhd (“Parkfair Development”) from 85% to 70% by disposing 150,000 ordinary shares of RM1 each at par representing 15% equity interest in Parkfair Development for a consideration of RM150,000.  Parkfair Development was incorporated in Malaysia on 30 March 2006 and its principal activities are property and project management.
(iii) On 29 November 2006, the Company announced that its 51% owned subsidiary company, Melium Holdings Sdn Bhd (“Melium Holdings”) has approved a provisional allotment of 1,765,000 new ordinary shares of RM1 each, representing 15% of the enlarged share capital in Melium Holdings to Dato’ Farah Khan, the President/CEO of Melium Group, at an issue price of approximately RM2.38 per share or a total subscription price of RM4.2 million (“Proposal”).  Upon the completion of the Proposal, the Company’s equity shareholdings in Melium Holdings shall be diluted from 51.0% to 43.35%.  

On 22 December 2006, 1,471,000 new ordinary shares of RM1 each have been allotted to Dato’ Farah Khan for a total subscription proceed of RM3.5 million. The remaining 294,000 new ordinary shares in Melium Holdings was allotted to Dato’ Farah Khan on 22 August 2007 for a subscription proceeds of RM0.7 million. Subsequent to these allotments, the Group’s equity interest in Melium Holdings is diluted from 51.0% to 43.35%.

(iv) On 17 January 2007, the Company announced that Insas Properties Sdn Bhd has incorporated a wholly-owned subsidiary company, Insas Property Management Sdn Bhd (“Insas Property Management”).  The authorised share capital of Insas Property Management is RM100,000 divided into 100,000 ordinary shares of RM1 each, of which RM2 has been issued and fully paid up.  The principal activities of Insas Property Management are property and project management.

(v) On 18 June 2007, the Company announced that Cellar-One Limited, a dormant wholly-owned subsidiary company, has been voluntarily deregistered at the application of the company at the Hong Kong Companies Registry and was accordingly dissolved.  Cellar-One Limited was a private limited company incorporated in Hong Kong under the Companies Ordinance on 17 September 1996. 

A13.
Contingent Assets or Liabilities 


As at the date of this report, the Company has issued guarantees amounting to RM59,773,000 to financial institutions in respect of banking and credit facilities granted to its subsidiaries.

A14.  Commitments

Commitments not provided for in the financial statements as at 30 June 2007 are as follows :-

	

	     RM’000

	
	

	          (a)  Contractual commitment on acquisition of investment properties
	        2,188

	
	

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

	
	

	(c)  Contractual commitment on land and development expenditure
	          900

	
	


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.  Approval for recurrent related party transactions has been obtained under the Shareholders’ Mandate for Recurrent Related Party Transactions at the general meeting of the Company held on 12 December 2006 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 2007, the Group registered revenue of RM52.21 million and pre-tax profit of RM27.13 million as compared with revenue of RM45.31 million and pre-tax profit of RM12.68 million in the preceding year’s corresponding quarter.


The higher pre-tax profit in the current quarter was principally due to improved revenue and profits reported by the stock broking and investment trading units as a result of the buoyant stock market condition in the 4th quarter period.

The higher pre-tax profit in the current quarter was arrived at after taking into account gain on disposal of investment properties of RM4.61 million (2006 : Nil), gain on disposal of quoted securities of RM1.22 million (2006: RM0.40 million) and write back of provision for diminution in value of quoted securities of RM0.66 million (2006: RM7.76 million).

Financial year to date against preceding corresponding year

For the year ended 30 June 2007, the Group reported revenue of RM212.18 million and pre-tax profit of RM77.35 million as compared with revenue of RM163.39 million and pre-tax profit of RM25.08 million in the preceding year.  

The increase in revenue was principally due to higher brokerage income and increased trading in quoted securities by the stock broking and investment trading units as well as new revenue generated by the property and IT’s divisions’ businesses in property development and telecommunication and electronic manufacturing services for the year under review.

The higher pre-tax profit in the current financial year was due to improved profits reported by the stock broking and investment trading units as a result of the buoyant stock market condition in the 4th quarter period and taking into account gain on disposal of investment properties of RM4.61 million (2006 : RM0.37 million),  gain on disposal of quoted securities of RM12.64 million (2006 : RM0.62 million) and write back of provision for diminution in value of quoted securities of RM15.02 million (2006 : RM5.87 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 RM52.21 million and pre-tax profit of RM27.13 million in the current quarter as compared with revenue of RM38.17 million and pre-tax profit of RM17.27 million in the immediate preceding quarter. 


The higher revenue in the current quarter was due to the higher trading volume reported by our stock broking and IT units on the back of improved market sentiments in the current quarter. 

The higher pretax profit in the current quarter was attributed to the higher profit generated from investment trading and gain on disposal of investment properties. 

B3.
Prospects for the current financial year ending 30 June 2008

The Board of Directors is of the view that the earnings outlook of the Group will be satisfactory for the current financial year.

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


This note is not applicable for the financial year under review as the Group had not entered into any scheme that requires it to present forecast results of guarantee any profits.

B5.
Taxation


The taxation charge for the current quarter and for the financial year ended 30 June 2007 is as follows:

	
	         Individual
	Quarter
	Cumulative
	Quarter

	
	 Quarter ended
	Quarter ended
	    Year ended 
	   Year ended

	
	   30-June-2007
	  30-June-2006
	    30-June-2007
	   30-June-2006

	




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

	
	
	
	
	

	   
Taxation for the current 

           quarter / year to date

	          3,418
	      3,970
	           5,909
	         5,711

	         Under/(Over)provision in 

           respect of prior period
	         (4,531)
	     (4,114)
	         (4,532)
	        (4,136)

	         Share of taxation of associate

          companies
	                -
	         578
	                 -
	            578 

	         Real property gains tax
	                -
	           93
	                 -
	              93

	
	         (1,113)
	         527
	          1,377
	         2,246


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
	    Year ended 
	   Year ended

	




       
	   30-June-2007
	  30-June-2006
	    30-June-2007
	   30-June-2006

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

	
	
	
	
	

	Profit before taxation
	       27,130
	     12,682
	       77,347
	      25,077

	
	
	
	
	

	Income tax at Malaysian 

 Statutory tax rate of 27%
	        7,325
	       3,551
	       20,884
	        7,022

	          ( 2006: 28% )
	
	
	
	

	
	
	
	
	

	Tax effect in respect of :
	
	
	
	

	Allowable expenses – ICULS 

 interest taken direct to reserve
	          (558)
	       (579)
	       (2,241)
	       (2,324)

	Non-allowable expenses
	          (248)
	     1,460
	           229
	        3,534

	Income not subject to tax
	           324
	        420
	       (5,405)
	         (186)

	Effect of income subject to tax

 rate of 20% for small and

 medium size enterprises
	          (290)
	        258
	          (771)
	             20

	Effect of different tax rates

 in other countries 
	       (2,263)
	      (831)
	       (2,529)
	       (1,030)

	Overseas tax paid for dividend 

 Income
	             51
	       151
	             88
	           222

	Tax savings from utilisation of

 capital allowances
	          (428)
	      (306)
	          (428) 
	         (306)

	Tax savings from utilisation of

 tax losses
	          (213)
	       228
	       (4,826)
	      (1,587)

	Deferred tax not recognised in

 the financial statements
	          (282)
	      (382)
	            908
	          346

	Tax expenses for the quarter/

 year to date
	        3,418
	     3,970
	         5,909
	       5,711

	          Under/(Over)provision in 

 respect of prior quarter/year
	       (4,531)
	    (4,114) 
	       (4,532)
	      (4,136) 

	Share of taxation of associate 

 companies
	               -
	        578
	               -
	          578

	Real property gains tax
	               -
	          93
	               -
	            93

	
	      (1,113)
	        527
	        1,377
	       2,246

	
	
	
	
	


B6.

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

The Group reported a gain of RM4.61 million (2006 : RM0.37 million) on the disposal of investment property in the financial year ended 30 June 2007.

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 2007 are as follows :-

(a) Total purchases and disposals and gains for the year ended 30 June 2007 :-

	

	                RM’000

	
Total purchases 
	                 41,360

	
Total disposal 
	                 56,826

	
Gain on disposal 
	                 24,987


(b) Investment in quoted securities as at 30 June 2007 are as follows :-

	

	                RM’000

	
Total investments at cost
	                116,694

	
Total investments at carrying value/book value

                 (after provision for diminution in value)
	                  95,918

	
Total investments at market value
	                135,886


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 2007.

	

	    Foreign

   Currency (‘000) 
	
RM’000

	
Short  Term Liabilities 
	
	

	
Secured Borrowings  

          -  in Ringgit
	
	      13,075

	          -  in foreign currency (SGD)
	          1,372
	        3,092

	
	
	      16,167

	
	
	

	          Long Term Liabilities
	
	

	          Secured Borrowings – in Ringgit
	
	       3,279

	
	
	     19,446


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 2007.

B13.
Earnings per share


(a) Basic earnings per share
The basic earnings per ordinary share for the current quarter and financial year have been calculated by dividing the net profit attributable to ordinary equity holder of the parent 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-2007

        RM’000
	Quarter ended 

  30-June-2006

        RM’000
	 Year ended                                       30-June-2007

      RM’000
	  Year ended 

  30-June-2006

       RM’000

	Net profit attributable to ordinary equity holder of the parent for the quarter and year to date (RM’000)
	      27,748
	        11,914
	        74,374
	        21,134

	Weighted average number of ordinary share in issue, after accounting for effect of shares bought back during the year (‘000)
	    601,380
	     605,073
	      601,380
	    605,073

	Basic earnings per share (Sen)
	        4.62
	         1.97
	         12.37
	        3.49


(b) Diluted earnings per share

The diluted earnings per ordinary share is calculated by dividing the net profit attributable to ordinary equity holder of the parent 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-2007

        RM’000          
	Quarter ended 

  30-June-2006

       RM’000
	 Year ended                                         30-June-2007

     RM’000
	   Year ended 

  30-June-2006

       RM’000

	Net profit attributable to equity holder of the parent for the quarter and year to date (RM’000)
	        27,748
	       11,914
	        74,374
	       21,134

	Weighted average number of ordinary shares in issue, after accounting for the effect of the shares bought back during the year (‘000)
	      601,380
	      605,073
	     601,380
	      605,073

	Adjusted for assumed conversion of ICULS (‘000)
	       103,768
	       103,768
	    103,768
	       103,768

	Adjusted number of ordinary shares in issue and issuable (‘000)
	       705,148
	       708,841
	    705,148
	       708,841

	Diluted earnings per  

 share (Sen)
	           3.94
	           1.68
	        10.55
	           2.98


