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NOTICE OF 2"° ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT the Second Annual General Meeting of the Company will be held at Royal Ballroom,
Kelab Golf Sultan Abdul Aziz Shah, No.1, Rumah Kelab, Jalan Kelab Golf 13/6, 40100 Shah Alam, Selangor Darul Ehsan
on Thursday, 30 June 2005 at 9.00 a.m. to transact the following business :

1. To receive and adopt the Audited Financial Statements of the Company for the year ended 31
December 2004 and the Reports of the Directors and Auditors thereon. [Resolution 1]

2. To re-elect Dato’ Che Mohd Annuar bin Che Mohd Senawi who retires by rotation in accordance
with Article 97 of the Company’s Articles of Association and being eligible, offers himself for
re-election. [Resolution 2]

3. To re-elect Brig. Jen. (B) Dato’ Pahlawan Hj Jamil bin Tahir who retires by rotation in accordance
with Article 105 of the Company’s Articles of Association and being eligible, offers himself for
re-election. [Resolution 3]

4. To re-elect Dr. Radzuan bin Abdul Rahman who retires by rotation in accordance with Article
105 of the Company’s Articles of Association and being eligible, offers himself for re-election. [Resolution 4]

5. To approve the payment of Directors’ fees. [Resolution 5]

6. To re-appoint Messrs. Ernst & Young as Auditors of the Company and to hold office until the
conclusion of the next Annual General Meeting, at a remuneration to be determined by the
Directors. [Resolution 6]

AS SPECIAL BUSINESS
7. To consider and if thought fit, to pass the following Resolution :

ORDINARY RESOLUTION
Authority to Allot and Issue Shares Pursuant to Section 132D of the Companies Act, 1965

“THAT, subject always to the Companies Act, 1965, the Articles of Association of the Company
and the approvals of the relevant governmental and/or regulatory authorities, the Directors be
and are hereby empowered pursuant to Section 132D of the Companies Act, 1965, to issue
and allot shares in the Company from time to time and upon such terms and conditions and for
such purposes as the Directors may deem fit provided that the aggregate number of shares
issued pursuant to this resolution does not exceed 10% of the issued share capital of the
Company and that such authority shall continue in force until the conclusion of the next Annual
General Meeting of the Company.” [Resolution 7]

8. To transact any other ordinary business of which due notice shall have been given.

BY ORDER OF THE BOARD

QUAH KHIAN KHOON
(MAICSA 7030264)
Secretary

7 June 2005




NOTICE OF 2"° ANNUAL GENERAL MEETING (CONTD.)

Notes :

1. A member entitled to attend and vote at the Meeting is entitled to appoint a proxy to attend and vote in his stead. A
proxy need not be a member of the Company.

2. Subject to the Act, where a member appoints two proxies, the appointment shall be invalid unless he specifies the
proportions of his holding to be represented by each proxy.

3. The instrument appointing a proxy shall be in writing under the hand of the appointor or his attorney duly authorised
in writing or if such appointor is a corporation, either under its common seal or the hand of an officer or attorney duly
authorised.

4. The Form of Proxy must be completed, signed and deposited at the Company’s Registered Office not less than 48
hours before the time set for the meeting or adjourned meeting.

EXPLANATORY NOTES ON SPECIAL BUSINESS

Resolution No. 7 : Authority to Issue and Allot Shares

The proposed ordinary resolution is primarily to give flexibility to the Board of Directors to issue and allot shares at any time
in their absolute discretion without convening a general meeting.

STATEMENT ACCOMPANYING NOTICE OF
ANNUAL GENERAL MEETING

1. DIRECTORS WHO ARE STANDING FOR RE-ELECTION

The Directors who are standing for re-election at the Second Annual General Meeting of the Company are:-

(a) Dato’ Che Mohd Annuar bin Che Mohd Senawi Article 97
(b) Brig. Jen. (B) Dato’ Pahlawan Hj Jamil bin Tahir Article 105
(c) Dr. Radzuan bin Abdul Rahman Article 105

The details of the Directors seeking for re-election are outlined on pages 6 & 7 of the Annual Report 2004.

2. DETAILS OF ATTENDANCE AT BOARD MEETING
A total of five Board Meetings were held during the financial year ended 31 December 2004.

Details of attendance of the Directors are set out on page 8 of the Annual Report.

3. PLACE, DATE & TIME OF THE GENERAL MEETING

The First Annual General Meeting of the Company was held during the financial year ended 31 December 2003 at
Kayangan Ballroom, Quality Hotel, Plaza Perangsang, Persiaran Perbandaran, 40000 Shah Alam, Selangor Darul
Ehsan on 30 June 2004 at 9.00 a.m.




BOARD OF DIRECTORS

Dato’ Che Mohd Annuar bin Che Mohd Senawi
(Executive Chairman)

Dato’ Ab. Halim bin Mohyiddin
(Independent Non-Executive Director)

Datuk Che Mokhtar bin Che Al
(Independent Non-Executive Director)
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Brig. Jen. (B) Dato’ Pahlawan Hj Jamil bin Tahir
(Independent Non-Executive Director)

Dr. Radzuan bin Abdul Rahman
(Independent Non-Executive Director)
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Haji Hussein bin Hamzah

(Chairman/Independent Non-Executive Director)

Dato’ Ab. Halim bin Mohyiddin
(Independent Non-Executive Director)

Brig. Jen. (B) Dato’ Pahlawan Hj Jamil bin Tahir
(Independent Non-Executive Director)

Dr. Radzuan bin Abdul Rahman
(Independent Non-Executive Director)
COMPANY SECRETARY

Quah Khian Khoon
(MAICSA No. 7030264)

REGISTERED OFFICE

Level 20, Menara MRCB

No. 2 Jalan Majlis 14/10, Seksyen 14
40000 Shah Alam, Selangor Darul Ehsan
Tel : 03-55103222

Fax : 03-55102333

SHARE REGISTRAR

Symphony Share Registrars Sdn. Bhd.
Level 26, Menara Multi Purpose
Capital Square

No. 8 Jalan Munshi Abdullah

50100 Kuala Lumpur

Tel : 03-27212222

Fax : 03-27212530

AUDITORS

Messrs. Ernst & Young
SOLICITORS
Che Mokhtar & Ling

Md. Tajuddin & Co.

PRINCIPAL BANKERS

Bumiputra Commerce Bank Berhad

STOCK EXCHANGE

The Main Board of the Bursa Malaysia Securities Berhad

annual report 2004
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DIRECTORS’ PROFILE

P DATO’ CHE MOHD ANNUAR BIN CHE MOHD SENAWI

Dato’ Che Mohd Annuar Bin Che Mohd Senawi aged 57, a
Malaysian, is an Executive Chairman of Idaman Unggul
Berhad (“lUB”). He was appointed to the Board of Idaman
Unggul Sdn Bhd on 17 December 1993. He graduated
with a Bachelor of Arts Degree in Actuarial Science and
Demography from Macquarie University, Sydney, Australia
in 1972 and is an Associate member of the Institute of
Actuaries (London).

He started his career as an Actuarial Officer at the Prime
Minister's Department in 1973. He worked as an Actuarial
Assistant in Colonial Mutual Life (London) Plc, from 1974
to 1978. Upon returning to Malaysia, he joined the Prime
Minister's Department as Government Actuary from 1978
to 1984. He has wide experience in insurance and other
financial services, having held the position of Chief
Executive Officer of Malaysian Cooperative Insurance
Society from 1984 to 1989 and Executive Chairman of

Dato’ Ab. Halim bin Mohyiddin, aged 58, is an Independent
Non-Executive Director. He was appointed to the Board on
23 September 2003. He is also the Chairman of the
Nomination Committee, Remuneration Committee and a
member of the Audit Committee. He has a Bachelor of
Economics (Accounting) from the University of Malaya and
also a Masters in Business Administration from University
of Alberta, Edmonton, Canada. He is a member of the
Malaysian Institute of Accountants, Malaysian Institute of
Certified Public Accountants and Malaysian Institute of
Taxation. He was formerly a partner in KPMG/KPMG Desa
Megat & Co, a position he held from 1985 until his retirement
on 1 October 2001. From 1977 till 1985, he held various
positions with Peat Marwick/Desa Megat & Co, both in

Datuk Che Mokhtar bin Che Ali, aged 51, a Malaysian, is
an Independent Non-Executive Director. He was appointed
to the Board on 23 September 2003. He obtained his
Bachelor of Arts (B.A.) and Bachelor of Law (LLB) degrees
from Victoria University of Wellington, New Zealand. He
was a former Magistrate and Deputy Public Prosecutor. He
has been an Advocate and Solicitor of the High Court of
Malaya since 1983. He is also a Director of Focal Aims
Holdings Berhad.

EXECUTIVE CHAIRMAN

Malaysia Nasional Insurance Berhad from 1989 to 1996
and served on the Boards of Employees Provident Fund,
Malaysia National Reinsurance Berhad and United
Malayan Banking Corporation Berhad Group of
Companies.

He currently sits on the Boards of Tahan Insurance Malaysia
Berhad, Parade Season Berhad and PPASN Bhd (a unit
trust management company of Permodalan Nasional
Berhad).

Dato’ Annuar Senawi is deemed to have an indirect interest
in the subsidiaries of IUB by virtue of Section 6A(4) of the
Companies Act, 1965 held through IUB. He has no
relationship with any other director and/or substantial
shareholders of IUB, has no conflict of interests with 1UB
and has had no convictions for offences within the past 10
years.

p DATO’ AB. HALIM BIN MOHYIDDIN
INDEPENDENT NON-EXECUTIVE DIRECTOR

Malaysia and the United States of America. Prior to joining
KPMG, he was a Faculty Member of the Faculty of
Economics, University Kebangsaan Malaysia. He is
presently a director in several private and public listed
companies which includes Hei Tech Padu Berhad, Arab
Malaysian Corporation Berhad, Utusan Melayu Malaysia
Berhad, Digi.Com Berhad, MCM Technologies Berhad,
KNM Group Berhad and Amway (Malaysia) Holdings Bhd.

He does not hold any shares in the Group and has no
relationship with any other director and/or substantial
shareholders of IUB, has no conflict of interests with 1UB
and has had no convictions for offences within the past 10
years.

P DATUK CHE MOKHTAR BIN CHE ALI
INDEPENDENT NON-EXECUTIVE DIRECTOR

He does not hold any shares in the Group and has no
relationship with any other director and/or substantial
shareholders of IUB, has no conflict of interests with 1UB
and has had no convictions for offences within the past 10
years.




DIRECTORS’ PROFILE (CONTD.)

Haji Hussein bin Hamzah, aged 61, a Malaysian, is an
Independent Non-Executive Director. He was appointed to
the Board on 23 September 2003. He is also the Chairman
of the Audit Committee and a member of the Nomination
Committee and Remuneration Committee. He holds
Associateship in Architecture from Western Australian
Institute of Technology and Diploma in Architecture from
MARA Institute of Technology.

He is a Registered Architect in Board of Architects, Malaysia.
He held various positions in Professional Institutes including
Pertubuhan Arkitek Malaysia (“PAM”) serving as president
from 1989 to 1990, and Institut Rekabentuk Dalaman
Malaysia (“IPDM”) serving as president from 1992 to 1994.

P HAJI HUSSEIN BIN HAMZAH
INDEPENDENT NON-EXECUTIVE DIRECTOR

He has served as a member representing PAM on the Board
of Architects (1990 to 1992), the committee for GATT and
Trade in Services, Ministry of Finance, the consultative
Panel for the National Housing Policy and as Chairman for
the Standards Committee on use of buildings by the
handicapped in the Ministry of Housing and Local
Government. He is also a Director of Federal Furniture
Holdings (M) Berhad.

He does not hold any shares in the Group and has no
relationship with any other director and/or substantial
shareholders of IUB, has no conflict of interests with 1UB
and has had no convictions for offences within the past 10
years.

P BRIG. JEN. (B) DATO’ PAHLAWAN HJ JAMIL BIN TAHIR

Brig. Jen. (B) Dato’ Pahlawan Hj. Jamil bin Tahir, aged 57, a
Malaysian, is an Independent Non-Executive Director. He
was appointed to the Board on 31 May 2004. He is a
member of the Audit Committee. As an Army Officer from
the Engineering Corps, he attended all the necessary
professional courses. Apart from Military Engineering, other
courses include those on Military Operations, Training,
Logistics, Management and Strategic Studies. Some of the
courses are attended overseas, namely the United Kingdom,
Australia, the United States of America, Indonesia and
Bangladesh.

Throughout his 35 years career in the Army, he held various

Dr. Radzuan, aged 62, a Malaysian, is an Independent Non-
Executive Director. He was appointed to the Board on 28
December 2004. He is the Chairman of Kenangan Cergas
(M) Sdn. Bhd., a wholly owned subsidiary of Idris Hydraulic
(Malaysia) Bhd, a member of the Audit Committee,
Nomination Committee and Remuneration Committee.

He graduated with Bachelor in Agricultural Science,
University Malaya and later pursued his Masters in Science
and Doctorate in Resource Economics at Cornell University.
His early calling was to teach — a passion that has remained
with him until today. For 11 years, Dr. Radzuan chose to be
an academician and was the dean at the faculty of Resource
Economics and Agribusiness, UPM until March 1980.

He first expanded his horizon to Sime Darby Plantations
and in 1984, he joined Golden Hope Plantations Berhad
as a director of corporate planning and worked his way up

INDEPENDENT NON-EXECUTIVE DIRECTOR

command and staff appointments ranging from an Engineer
Troop Commander in 1972 up to the Chief Engineer of the
Malaysian Army in 2003 until his retirement in 2004. Other
notable appointments include those as the Chief Secretariat
of the Army Headquarters, a Directing Staff at the Malaysian
Armed Forces Staff College and as Director of Defence
Mapping at the Department of Survey and Mapping,
Malaysia.

He does not hold any shares in the Group and has no
relationship with any other director and/or substantial
shareholders of IUB, has no conflict of interest with I[UB and
has had no convictions for offences within the past 10 years.

» DR. RADZUAN BIN ABDUL RAHMAN
INDEPENDENT NON-EXECUTIVE DIRECTOR

to be Group Director of the Plantation Division. The 16 fruitful
years spent at Golden Hope Plantations served as a nursery
that had nurtured and articulated his corporate, management
and business acumen. He sits on the Board of Fraser &
Neave Holding Berhad, Tradewinds (M) Berhad, Inch
Kenneth Kajang Rubber Plc, Consolidated Plantations Bhd,
Kuwait Finance House (Malaysia) Bhd, F&N Diaries Sdn
Bhd, Premier Milk Malaya, UNIKL Sdn Bhd and Marditech
Sdn Bhd. He also sits as Council Members at University
Kuala Lumpur and Malaysian Agricultural Research and
Development Institute (MARDI).

He does not hold any shares in the Group and has no
relationship with any other director and/or substantial
shareholders of IUB, has no conflict of interests with IUB
and has had no convictions for offences within the past 10
years.




CORPORATE GOVERNANCE STATEMENT

INTRODUCTION

The Malaysian Code of Corporate Governance sets out
principles and best practices on structures and processes
that corporations may use in their operations towards
achieving the optimal governance framework.

The principles and best practices of the Code were
incorporated into the revamped Listing Requirements of
Bursa Malaysia Securities Berhad (“BMSB”) and listed
companies are required to disclose the extent of compliance
with the Code or in areas where there are deviations, the
alternative measures undertaken.

The Board is pleased to report herein the manner in which
the Company has applied the Principles of the Code and
its compliance with the Best Practices of the Code for the
financial year ended 31 December 2004.

BOARD OF DIRECTORS

The Board

The Board is controlled and led by an effective Board which
has overall responsibility in corporate governance, financial
performance, establishing goals and strategic direction,
overseeing the investments and attainments of the corporate
plans and objectives of the Company.

The Board has assigned specific responsibilities to 3 sub-
committees namely Audit Committee, Nomination
Committee and Remuneration Committee. These
Committees have the authority to examine particular issues
and report back to the Board with their recommendations.
The ultimate responsibility for the final decision on all matters
lies with the entire Board.

Board Balance

The Board currently has 6 members comprising the
Executive Chairman and five Independent Non-Executive
Directors. The profile of each director is presented from pages
6 to 7 of the Annual Report. The Board is currently satisfied
that the number of independent directors which now
comprises at least one third of the Board, fulfills the Listing
Requirements of the BMSB.

The Directors, with their different backgrounds and
specialization, collectively bring with them a wide range of
experience and expertise in areas such as finance, legal,
corporate affairs and operations. The Executive Chairman
has overall responsibility for the Group’s business

operations, organizational effectiveness and the
implementation of the Board policies and decisions.
Nevertheless, the ultimate responsibility for the final decision
on all matters lies with the Board of Directors.

According to Best Practices of Corporate Governance, the
roles of Chairman and Chief Executive Officer should be
segregated to ensure a balance of power and authority,
such that no one individual can dominate the board’s
decision. The Board is aware of the dual role held by Dato’
Annuar Senawi (“DAS”) who is the Executive Chairman.
The Board has decided that DAS will continue to hold the
dual role in recognition of his role as White Knight and his
contribution to improve the performance of the Company
and the Group.

The independent non-executive directors bring to bear
objective and independent judgment to the decision making
of the Board and provide a review and challenge on the
performance of management. Dato’ Ab. Halim bin Mohyiddin
has been identified as the Senior Independent Non-
Executive Director of the Board to whom concerns of
shareholders and investors may be conveyed.

Board Meetings

Board meetings are scheduled four times a year and
additional meetings are held as and when required. The
Board will meet to discuss and review the financial
performance of the Group and to adopt the quarterly financial
reports. The Board met 5 times during the financial year
ended 31 December 2004 and the details of attendance of
each Director are set out as follows :

Director Attendance
Dato’ Che Mohd Annuar bin Che

Mohd Senawi 5/5
Dato’ Dr. Abdul Razak bin Abdul

(resigned 31/8/2004) 3/4
Dato’ Ab. Halim bin Mohyiddin 5/5
Datuk Che Mokhtar bin Che Ali 5/5
Tuan Haji Hussein bin Hamzah 5/5
Encik Mohd Mahyudin bin Zainal

(resigned 31/8/2004) 4/4

Brig. Jen. (B) Dato’ Pahlawan Hj Jamil
bin Tahir 3/3
(appointed 31 May 2004)




CORPORATE GOVERNANCE STATEMENT (CONTD.)

Supply of Information

The Directors are provided with all relevant information in
sufficient time, prior to the date of the scheduled meetings.
The agenda for every Board Meeting together with
comprehensive management reports, proposal papers and
supporting documents are furnished to the Directors for
their perusal well in advance of the Board meeting date, so
that the Directors have ample time to review matters to be
deliberated and to facilitate informed decision making by
the Directors. Minutes of every Board meeting are circulated
to all Directors for their perusal prior to confirmation of the
minutes at the following Board meeting.

As and when necessary, the Directors, in furtherance of
their duties may seek independent professional advice at
the expense of the Company. All Directors have full access
to the senior management and the advice and services of
the Company Secretary who ensures that all appointment
are properly made and that all necessary information is
obtained from the Directors, both for the Company’s own
records or for the purposes of meeting statutory obligations,
as well as obligations arising from the Listing Requirements
or other regulatory requirements.

Appointments to the Board

The Code endorses as a good practice, a formal procedure
for appointments to the Board, with a Nomination Committee
making recommendations to the Board.

The Nomination Committee currently comprises the
following members :

(a) Dato’ Ab. Halim bin Mohyiddin
(Chairman/Independent/Non-Executive Director)

(b) Tuan Haji Hussein bin Hamzah
(Independent/Non-Executive Director)

(c) Dr. Radzuan bin Abdul Rahman
(Independent/Non-Executive Director)

The Nomination Committee is primarily empowered to
recommend to the Board, new candidates as Board
members or Board committee members.

In addition to recommending candidates to the Board, the
Committee also assesses and reviews the effectiveness of
the Board as a whole and contribution of each individual
director.

Re-election of Directors

In accordance with the Company’s Articles of Association,
one-third of the Directors shall retire at each Annual General
Meeting and the retiring directors are eligible for re-election.
Any Directors appointed during the year are subject to
retirement and re-election at the next Annual General
Meeting. Directors over seventy (70) years of age are
required to submit themselves for re-appointment annually
in accordance with Section 129(6) of the Companies Act,
1965.

Directors Training

All Board members have attended and completed the
Mandatory Accreditation Program as required by the BMSB.
The Directors will continue to undergo other relevant training
programmes to further enhance their knowledge in the latest
statutory and/or regulatory requirements on a continuous
basis in compliance with Practice Note 15/2003 of BMSB
Listing Requirements on the Continuous Education
Programme.

DIRECTORS’ REMUNERATION

The Remuneration Committee currently comprises the
following members :

(a) Dato’ Ab. Halim bin Mohyiddin
(Chairman/Independent/Non-Executive Director)

(b) Dato’ Che Mohd Annuar bin Che Mohd Senawi
(Executive Director)

(c) Tuan Haji Hussein bin Hamzah
(Independent/Non-Executive Director)

(d) Dr. Radzuan bin Abdul Rahman
(Independent/Non-Executive Director)

The remuneration packages for the Directors are
deliberated by the Remuneration Committee. The
Committee also ensures that the remuneration packages
of the executive director are attractive enough to motivate
and retain the best candidate needed to run the Company
successfully. Remuneration packages of executive director
are structured to commensurate with corporate and
individual's performance. The non-executive directors are
remunerated based on fixed annual fees approved by the
shareholders of the Company. The remuneration packages
of the directors are decided by the Board as whole, with the
Director concerned abstaining from participating on
decisions in respect of his individual remuneration.
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The details on the remuneration of the Directors are as follows :

Basic Other Total Total
Salary/Fees Benefits 2004 2003
RM’000 RM’000 RM’000 RM’000
Executive Directors
Dato’ Che Mohd Annuar bin Che Mohd Senawi 540 216 756 61
Dato’ Dr. Abdul Razak bin Abdul 240 604 844 35
780 820 1,600 96
Non-Executive Directors
Mohd Mahyudin bin Zainal 8 25 33 8
Datuk Che Mokhtar bin Che Al 12 1 13 1
Tuan Haji Hussein bin Hamzah 12 38 50 4
Dato’ Ab. Halim bin Mohyiddin 12 15 27 2
Brig. Jen. (B) Dato’ Pahlawan Hj Jamil bin Tahir 7 5 12 0
51 84 135 15
Grand Total 831 904 1,735 111

INVESTORS RELATION AND SHAREHOLDERS
COMMUNICATION

The Board believes in clear and timely communication with
its shareholders. The Annual Report and the quarterly
financial results provide the shareholders and the general
public with an overview of the Group’s business activities
and performance.

The Annual General Meeting provides an opportunity for
direct interaction with shareholders where questions and
concerns raised on the operational and financial
performance are addressed and these questions and
concerns are to serve as feedback to be factored into the
Company’s business or corporate decisions.

Shareholders and members of the public are invited to
access the BMSB website at www.bursamalaysia.com to
obtain the latest corporate and market information of the
Company and the Group.

ACCOUNTABILITY AND AUDIT

Financial Reporting

The Board aims to provide and present a balanced and
meaningful assessment of the Group’s financial
performance and prospects at the end of the financial year,
primarily through the annual financial statements, quarterly

and half yearly announcement of results to shareholders
as well as the Chairman’s statement and review of
operations in the annual report.

The Board is assisted by the Audit Committee to oversee
the Group’s financial reporting processes and the quality of
its financial reporting.

Directors’ Responsibility Statement in Respect of the
Preparation of the Audited Financial Statements

The Board is responsible for ensuring that the financial
statements give a true and fair view of the state of affairs of
the Group and of the Company as at the end of the
accounting period and of their profit and loss and cash
flows for the period then ended.

In preparing the financial statements, the directors have
ensured that applicable approved accounting standards in
Malaysia and the provisions of the Companies Act, 1965
have been applied. In preparing the financial statements,
the Directors have selected and applied consistently
suitable accounting policies and made reasonable and
prudent judgments and estimates.

The Directors also have a general responsibility for taking
steps as are reasonably open to them to safeguard the
assets of the Group and to prevent and detect fraud and
other irregularities.
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Internal Control

The Board has a responsibility to maintain a sound system
of internal control to safeguard the shareholders’ investment
and the Company’s assets. Information on the Group’s
internal control is preserved in the statement on internal
control laid out on the accompanying section.

Relationship with Auditors

Through the Audit Committee, the Company has established
a transparent and appropriate relationship with the Group’s
external auditors. The Audit Committee recommends the
appointment of the external auditors and their remuneration.
The appointment of the external auditors is subject to the
approval of the shareholders in the general meeting whilst
their remuneration is determined by the Board.

INTERNAL CONTROL STATEMENT

Responsibility

The Board of Directors is pleased to provide the following
statement on the state of internal control of the Group. For
the purposes of this statement, the Group refers to the
Company and its subsidiaries, excluding its associated
companies.

The Board has overall responsibility for the Group’s system
of internal control and for reviewing its effectiveness whilst
the role of management is to implement the Board's policies
onrisk and control. The system of internal control is designed
to manage rather than eliminate the risk of failure to achieve
business objectives.

In pursuing these objectives, internal controls can only
provide reasonable and not absolute assurance against
material misstatement or loss.

Key Processes

The Board confirms that there is a continuous process for
identifying, evaluating and managing the significant risks
faced by the Group, which has been in place for the financial
year under review and up to date of approval of the annual
report and financial statements.

The process is regularly reviewed by the Board and is in
accordance with the guidance as contained in the
publication — Statement of Internal Control : Guidance for
Directors of Public Listed Companies.

The key elements of the internal control structure are as
follows :

. The Group is headed by the Executive Chairman and
assisted by the Management team. There is an operating
structure in place, with clear defined lines of
accountability.

. The Audit Committee was established to assist the
Board in discharging its duties.

. Periodical Board and Audit Committee meetings are
held. Quarterly financial results and status of corporate
proposals are presented during these meetings.

. The Group has implemented a Group Internal Audit
function (“GIA”), which will report directly to the Audit
Committee. The GIA has the objective to carry out
reviews of the internal controls systems to determine if
accepted accounting and control procedures have
been complied with as well as to identify
recommendation to strengthen the overall internal
controls environment.

. The Board of the active subsidiaries, particularly the
insurance subsidiary, receives and reviews regular
reports from the management on key operating
statistics, legal, environmental and regulatory matters.
The Head of the respective subsidiaries reports
regularly to management and occasionally to their
Board.

. Each active business unit submits a business plan
annually for approval by the Board of the respective
subsidiaries. The results of each line of business are
reported monthly and variances against budgets are
analyzed.

. At its core insurance subsidiary, regular meetings are
held by its Board, Investment Committee, Management
Committee and Audit Committee to review the
performances and internal controls. The Internal Audit
function also assists the Audit Committee in discharging
their duties. During the financial year, 51 internal audit
reports were tabled to the Audit Committee. The Board
and management of the insurance subsidiary are
continuously evaluating the effectiveness of its Credit
Control Department to enhance the monitoring of its
receivables.




In addition, there is a Risk Management Committee
comprising of three independent non-executive directors
to review and recommend risk management strategies,
policies and risk tolerance limits for the Board’s approval.

STATEMENT OF COMPLIANCE WITH THE BEST
PRACTICES OF THE CODE

The Company is committed to achieving high standards of
corporate governance throughout the Group and to the

Dato’ Che Mohd Annuar bin Che Mohd Senawi
Chairman

highest level on integrity and ethical standards in all its
business dealings. The Board considers that it has complied
throughout the financial year with the Best Practices as set
out in the Code.

Statements made in accordance with the resolution of the
Board of Directors dated 28 April 2005.




REPORT ON AUDIT COMMITTEE

Composition of the Audit Committee

(@) Tuan Haji Hussein bin Hamzah
(Chairman/Independent Non-Executive Director)

(b) Dato’ Ab. Halim bin Mohyiddin
(Independent Non-Executive Director)

(c) Brig. Jen. (B) Dato’ Pahlawan Hj Jamil bin Tahir
(Independent Non-Executive Director)

(d) Dr. Radzuan bin Abdul Rahman
(Independent Non-Executive Director)

TERMS OF REFERENCES
Members

An independent Audit Committee shall exist to implement
and support the functions of the Board. Members of the
Committee shall elect the Chairman, and all members of
the Committee including the Chairman shall hold office as
long as they serve as Directors of the Company.

Based on Part-C Audit Committee of the Listing
Requirements, the Committee shall be appointed from
amongst the Directors and no alternate Director shall be a
member of the Committee.

The Committee shall comprise at least three members,
majority of whom shall be independent directors. At least
one member of the Committee shall be a member of the
Malaysia Institute of Accountants (MIA) or if not a member
of MIA, must have had at least three years working
experience, and either have passed the examinations
specified in Part | of the First Schedule of the Accountants
Act, 1967 or a member of one of the associations of
accountants specified in Part Il of the First Schedule of the
Accountants Act, 1967. The Chairman of the Committee
shall be an Independent Director.

Members of the Committee may relinquish their membership
with prior written notice to the Company Secretary and may
continue to serve as Director of the Company. In the event
of any vacancy in the Committee, the vacancy shall be filled
within 3 months and the Nomination Committee shall review
and recommend for the Board’'s approval another
appropriate Director to fill the vacancy.

Quorum

The majority of members present must be Independent
Directors to form a quorum of each meeting.

Objectives

In compliance with the Listing Requirements and Best

Practices recommended by the Finance Committee on
Corporate Governance stipulated in the Malaysia Code on
Corporate Governance, it is the objective of the Committee
to assure the shareholders of the Company that the
Directors have complied with specified financial standards
and required disclosure policies developed and
administered by the BMSB and other approved accounting
standards bodies.

Further, the Committee shall ensure consistency with
BMSB’s commitments to encourage high standards of
corporate disclosure and transparency. The Committee also
endeavours to adopt practices aimed at maintaining
appropriate standards of corporate responsibility, integrity
and accountability to the Company’s shareholders.

Attendance of Meetings

Apart from the members of the Committee who will be
present at the meetings, the Committee may request any
member of the management and representatives of the
external/internal auditors to be present at meetings of the
Committee. The Company Secretary shall be the Secretary
of the Committee.

Frequency of Meetings

Meetings shall be held not less than four (4) times annually,
or more frequently as circumstances dictate. The external
auditors may request a meeting if they consider that one is
necessary.

Duties and Responsibilities

The principal duties and responsibilities of the Committee

shall include :

(a) To consider the appointment of a suitable accounting
firm to act as the external auditors. Amongst the factors
considered for the appointment are the adequacy of
experience and resources of the firm, the individuals
assigned to the audits and the recommended audit fees
payable.

(b) To discuss the nature and scope of audit with the
external auditors (before the audit commences) and
ensure coordination (where more than one audit firm is
involved).

(c) To review the quarterly interim results and annual
financial statements of the Company, focusing
particularly on :

. Any changes in accounting policies and practices.

. Significant adjustments arising from the external
audits.

. The ongoing concern assumptions.
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. Compliance with accounting standards and other
legal requirements.

(d) To discuss issues and concerns arising from interim
and final audits and any other matters external auditors
wish to discuss, in the absence of management if
necessary.

(e) To review the external auditors management letter and
management’s responses.

() To review assistance and cooperation given by the
Company, its business units and its officers to auditors.

(g) To review and ensure the Company’s internal audit
function is adequately resourced, has appropriate
standing within the Company and has adequate
standards of internal controls, reporting and processes.

(h) To consider the major findings of internal audits and
investigations, management’s responses, remedial
actions taken and follow-ups.

(i) To review any related party transactions and conflict of
interest situation that may arise within the Company or
the business units.

() To consider other topics as defined by the Board.
Authority

In conducting its duties and responsibilities, the Committee
shall have the following rights :

(a) Explicit authority to investigate any matter within its terms
of reference.

(b) Have adequate resources to conduct its duties.

(c) Have full, free and unrestricted access to any
information, records, properties and personnel of the
Company and of any other companies within the
Company.

(d) Have direct communication channels with the external
and internal auditors.

(e) Able to obtain external independent professional advice
and to invite external parties with relevant experience
to attend the Committee meetings.

(H Have the discretion to invite other Directors and/or
employees of the Company to attend any particular
Committee meetings to discuss specific issues.

(g) Able to convene meetings with external and internal
auditors, excluding the attendance of the executive
members of the Committee if deemed necessary.

Reporting Procedures

Minutes of the meetings shall be distributed to each member
of the Committee. The Management shall report matters
discussed at each meeting to the Board.

In addition to performing its principal duties and

responsibilities and discussing matters at the Committee

meetings, the Committee shall perform or has performed

the following functions :

. Review and approve the ‘Compliance to the BMSB
Listing Requirements’ quarterly reports.

. Review and approve press releases to shareholders,
investors and regulatory authorities.

. Review and approve the annual and revised audit
plans.

. Review and discuss risk analysis of the Company and
the business units of the Group.

. Attend seminars, trainings and conferences relating to
Corporate Governance, BMSB Listing Requirements
and other relevant subjects.

MEETINGS

The Committee meets at least four times annually, or more
frequently as circumstances dictate. As part of its duty to
foster open communication, the Senior Vice President,
Group Chief Accountant and a representative of the external
auditors will normally attend the meetings. Other Board
members may attend the meetings upon invitation of the
Committee. The Committee has met 4 times during the
financial year ended 31 December 2004.

INTERNAL AUDIT FUNCTION

The Audit Committee of the Company is supported by a
Group Internal Audit and the audit committee of its core
insurance subsidiary. The Committee is aware of the fact
that an independent and adequately resource internal audit
function is essential to assist the assurance it requires
regarding the effectiveness of the system of internal control.

The main role of the internal audit function is to review the
effectiveness of the system of internal control and this is
performed with impartiality, proficiency and due professional
care.

During the financial year, the core insurance subsidiary’s
internal audit activities have been carried out according to
the internal audit plan which, have been approved by its
audit committee.




ADDITIONAL COMPLIANCE INFORMATION

STATUS OF UTILIZATION OF PROCEEDS RAISED FROM
CORPORATE EXERCISE

Pursuant to the Restructuring Exercise, the total proceeds
arising from the Shares Subscription, Rights Share Issue
and Rights Issue of ICULS-B amounting to RM213.073
million have been utilized as follows:

Approved Utilized as at
Utilization 31.12.2004
RM’000 RM’'000
Repayment to Scheme
Creditors 188,394 188,394
Repayment to bank
borrowings 139 139
Defray expenses of the
Restructuring Exercise 8,000 6,641
Working capital 16,540 16,540
213,073 211,714

SANCTIONS AND/OR PENALTIES IMPOSED

There were no sanctions and/or penalties imposed on the
Company and its subsidiaries, directors or management
by the relevant regulatory authorities.

SHARE BUYBACKS

During the financial year, there were no share buybacks of
the Company’s own shares.

AMERICAN DEPOSITORY RECEIPTS (‘ADR”) AND
GLOBAL DEPOSITORY RECEIPTS (“GDR”")

During the financial year, the Company did not sponsor
any ADR or GDR program.

OPTIONS, WARRANTS OR CONVERTIBLE SECURITIES

As of 31 December 2004, a total of 6,431,525 out of
22,749,600 Irredeemable Convertible Unsecured Loan
Stocks-A (ICULS-A) have been converted into ordinary
shares since the beginning of the financial year.

There was no conversion of Irredeemable Convertible
Unsecured Loan Stocks-B (ICULS-B) into ordinary shares
in respect of the financial year.

NON-AUDIT FEES

The amount of non-audit fees paid to the external auditors
by the Group and by the Company for the financial year is
disclosed in Note 5 to the financial statements.

UNAUDITED RESULTS, PROFIT ESTIMATE, FORECAST
OR PROJECTIONS

UNAUDITED RESULTS

The audited results for the financial year ended 31
December 2004 differ by more than 10% from the unaudited
results previously announced on 25 February 2005 as
follows:

Unaudited Audited Difference
Results Results
31.12.2004 31.12.2004
Group Group
RM’'000 RM’000

Group

RM’000

Profit after tax and

minority interest 10,383 476 (9,907)

The deviation was mainly due to the following :
(a) Increase in net claims incurred as a

result of post year end intimation. (887)

(b) Increase in provision for bad and
doubtful debts for balances above
6 months arising from reconciliations
with re-insurers, brokers,

co-insurers and agents. (15,708)

(c) Adjustments arising from treatment of
non-accrual policies and underaccrual
of the share of Malaysian Motor Insurance
Pool income upon receipt of their

statements. 1,567

(d) Overprovision in prior year taxation
upon agreement of updated taxation
submissions by the Inland Revenue

Board. 4,785

336
(9,907)

(e) Others

Total Deviation
PROFIT ESTIMATE, FORECAST OR PROJECTION
No profit estimate, forecast or projection were announced
during the financial year.
PROFIT GUARANTEE
During the financial year, there were no profit guarantees
given by the Company.
MATERIAL CONTRACTS

There was no material contracts entered into between the
Company and the Directors of the Company during the
financial year.




CHAIRMAN’'S STATEMENT

Dear Shareholders,

On behalf of the Board of Directors, | would like to present
the second Annual Report and Audited Financial Statements
of the Group and the Company (or “IUB”) for the financial
year ended 31 December 2004.

Industry Trend and Development

The insurance industry continued to register a strong growth
of 17.2% (2003: 11.7%) to achieve a combined premium
income of RM22.0 billion (2003: RM18.8 billion) for life and
general business. Life premium income expanded
significantly by 22.4% (2003: 14.2%) to RM15.1 billion
(2003: RM12.4 bhillion) while general business grew at a
slower pace of 7.8% (2003: 6.9%) to register RM6.9 billion
premium income (2003: RM6.4 billion).

Premium income of the industry grew by 1% point to account
for 5.2% of GNP as compared to 5.1% in the preceding
year. Total insurance assets increased by 13.0% in 2004
(2003: 15.3%) to RM86.8 billion (2003: RM76.8 billion)
representing 4.9% (2003: 4.9%) of the financial system total
assets.

Summary of Results

For the year ended 31 December 2004 under review, the
Group recorded a profit for the year of RM0.47 million on a
revenue of RM141.68 million compared to a loss of
RM359.06 million on a revenue of RM31.51 million in the
previous year. The current year's results are not comparable
with the previous year in view of the Company’s participation
in the restructuring scheme of Idris Hydraulic (Malaysia)
Bhd (“IHMB”) which was completed in the last quarter of
2003. As disclosed in the previous year's annual report,
the Company participated in the restructuring scheme of
IHMB which required the Company to resolve and settle a
very significant debt obligation of IHMB. The effect of this
gave rise to a number of non-recurring items amounting to
RM311.59 million which had to be written off to the income
statement in the Group.

The profit for the current year under review was mainly
contributed by its insurance subsidiary, Tahan Insurance
Malaysia Berhad, which reported a profit after taxation of
RM1.8 million compared to a loss of RM44.10 million that
was consolidated in the post-acquisition period in the last
quarter of the previous year.

Notable Events

The main notable events during the period under review
were as follows:

« On 4 November 2004, the Company commenced
preliminary discussion with Southern Bank Berhad
(“SBB”) on the possible divestment of the entire or part
thereof of the life insurance business of Tahan Insurance
Malaysia Berhad (“Tahan”). However, SBB notified us
on their disengagement from their earlier intention to
buy the life insurance business on 1 March 2005.

Subsequent to the financial year end, the Company
had, on 16 March 2005, commenced fresh discussions
with Affin Holdings Berhad for the possible divestment
of the entire or part thereof of the life insurance business
of Tahan.

. Pursuant to Section 46 of the Insurance Act, 1996 and
regulation 41(1) of the Insurance (Amendment)
Regulations, 1999, the Company is required to maintain
at all times, a separate absolute minimum margin of
solvency amounting to RM50.0 million each for its life
and general insurance businesses. As highlighted in
the previous year, as at 31 December 2003, both the
life and general insurance businesses did not comply
with the said requirement and recorded shortfalls
thereon, amounting to RM34.72 million and RM162.61
million respectively. The margin of solvency shortfall in
the previous year arose mainly as a result of certain
corporate bonds being disallowed for inclusion as
admitted assets due to the breach of the sub-limit
requirements for holding of secured and unsecured
credit facilities (5% and 2.5% of the margin of solvency
amount respectively) as stipulated under Bank Negara
Malaysia (“BNM”)’s guidelines.

In the current year, both the life and general insurance
businesses did not comply with the above said
requirements and recorded shortfalls thereon,
amounting to RM53.17 million and RM174.98 million
respectively. The margin of solvency shortfall in the
current year was also affected by similar disallowance
as admitted assets for corporate bonds for both life
insurance and general insurance business, amounting
to RM46.38 million and RM102.78 million respectively.

Tahan via its Board of Directors is currently formulating
appropriate action plans to resolve the said shortfalls.




CHAIRMAN’S STATEMENT (CONTD.)

Insurance

Tahan recorded a total shareholder’s funds of RM17.98
million for the year 2004, an increase of 10.9% from
RM16.21 million registered in 2003 due to RM1.77 million
net profits contribution during the year. The improvement in
earnings is attributed to lower deficit transferred from the
general business of RM5.54 million (2003: RM39.01 million)
and RM7.19 million write back of provision for taxation.

Total assets decreased by 5.9% to RM795.81 million as at
31 December 2004 represented by a 4.7% decline in total
liabilities to RM513.13 million against RM538.29 in 2003
and 10.4% reduction in total insurance reserve to
RM229.70 million in 2004 from RM256.33 million in 2003.

Reduction in total liabilities is mainly due to a decline of
RM12.5 million provisions for ‘Incurred But Not Reported’
(“IBNR”) claims to RM61.14 million in 2004 as well as
RM21.92 million lower amounts due to reinsurers, brokers
and co-insurers compensated by RM17.45 million increase
in provision for outstanding claims. Insurance reserves
were also lower due to 5.4% decrease in life policyholders’
fund and 27.4% decline in unearned premium reserves.

As at the end of 2004, total assets available in the life
policyholders’ fund are sufficient to meet the life
policyholders’ liabilities as established by the actuary with
a cumulative unallocated actuarial surplus of RM5.22
million.

Outlook

The year 2004, is the first complete post merger year for our
core insurance subsidiary, Tahan, following the acquisitions
of all insurance businesses, assets and liabilities of The
People’s Insurance Company (Malaysia) Berhad (“PICM”)
and Tenaga Insurance Berhad (“Tenaga”) on 29 April 2002
and 31 January 2003 respectively.

Tahan have established better procedures and control to
ensure efficient claims settlement as well as measures to
ensure detection and deterrent of fraudulent and inflated
claims. Going forward, Tahan is repositioning its strategies
to areas/market to attract profitable sections of the market
to enhance the quality of income and reduce claims.
Receivable management and recovery efforts are at an
intensive stage to further minimise provision for doubtful
debts after successfully recording RM24.10 million write-
back of provision for doubtful debts in 2004.

Currently, Tahan has a portfolio mix of 67%:33% motor to
non-motor business from a mix of 72%:28% in early 2003.
Tahan is reinforcing its marketing; sales and agency force

to expand market penetration and production growth in the
non-motor insurance business. Tahan is also reinforcing
the effectiveness of its operational support with key focus
on staff productivity and customer care.

Tahan is allocating sizeable resources towards technology
with the objective of producing new products, services and
business processes to be market centered and to improve
Tahan's bottom-line and market share specifically.

Going forward, prospects of the insurance companies in
Malaysia remain bright with the growing affluence of the
populations; rising per capita income and still low
penetration rate vis-a-vis other countries should augur well
for a more open market environment. Consolidation over
the last few years is positive for the industry as merged
entities will now benefit from enlarged business
opportunities, economies of scale and greater efficiency.

Barring unforeseen circumstances, the Group expects to
improve its results in the current financial year and will
continue to focus on improving the performance of its core
insurance business.

Redeemable Secured Loan Stocks

As part of the restructuring exercise of IHMB in 2003 which
IUB participated, a special purpose vehicle company,
Lambang Pertama Sdn Bhd (“LPSB”), was incorporated
with a single purpose to redeem the Redeemable Secured
Loan Stocks (“RSLS”) amounting to RM233.989 million
issued by LPSB to the scheme creditors on 20 November
2003. The RSLS has a nominal value of RM1 each with
Zero coupon rate is not listed, not transferable and a maturity
date of two (2) years from the date of issue.

During the year under review, LPSB redeemed RM20.0
million of the RSLS following the completion of disposal by
Idris Hydraulic Properties Sdn Bhd of its entire equity
interests in Asal Cipta Sdn Bhd, Cermat Jaya Sdn Bhd and
Jauza Sinar Sdn Bhd.

On 30 July 2004, LPSB’s subsidiary, Klinker Investments
Ltd (“KIL") entered into a Share Sale & Purchase Agreement
(“SSPA”) with O’'Keeffe and/or Nominees (“the Purchaser”)
for the proposed disposal of 2,750,001 issued and paid up
ordinary shares of USD1.00 each in Anscan International
Limited (“AlIL") representing 50% plus 2 share of equity
interest in AIL for a total consideration of RM7,000,000
(“Proposed Disposal”). The salient terms of the SSPA
include, amongst others: (a) the payment of RM2.0 million
by AIL to KIL as full discharge of all amounts owed by AlL to
KIL and/or IHMB; and (b) the payment of RM8.0 million by




the Purchaser to KIL as profit sharing for the development
of certain projects undertaken by the Purchaser on a date
to be agreed by KIL and the Purchaser or whatever sum to
be agreed by both parties. The Proposed Disposal is
pending completion.

The Group is continuously exploring various options to
maximize recovery value of the assets of LPSB with a view
that the value will be sufficient to redeem the RSLS.
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DIRECTORS’ REPORT

The directors present their report together with the audited financial statements of the Group and of the Company for the
financial year ended 31 December 2004.
PRINCIPAL ACTIVITIES

The principal activities of the Company are that of investment holding and providing corporate, administrative and
management support to its subsidiaries.

There have been no significant changes in the nature of the principal activities during the financial year.

The principal activities of the subsidiaries are disclosed in Note 12 to the financial statements.

RESULTS
Group Company
RM’000 RM’'000
Net profit/(loss) for the year 476 (2,216)

There were no material transfers to or from reserves or provisions during the financial year other than as disclosed in the
financial statements.

In the opinion of the directors, the results of the Group and the Company during the financial year were not substantially
affected by any item, transaction or event of a material and unusual nature.
DIVIDEND

No dividend has been paid or declared by the Company since the end of the previous financial year.

DIRECTORS
The names of the directors of the Company in office since the date of the last report and at the date of this report are:

Dato’ Che Mohd Annuar bin Che Mohd Senawi
Dato’ Ab. Halim bin Mohyiddin

Datuk Che Mokhtar bin Che Ali

Haji Hussein bin Hamzah

Brig. Jen. (B) Dato’ Pahlawan Hj. Jamil Bin Tahir (appointed on 31 May 2004)

Dr. Radzuan bin Abdul Rahman (appointed on 28 December 2004)
Dato’ Dr. Abdul Razak bin Abdul (resigned on 31 August 2004)
Mohd. Mahyudin bin Zainal (resigned on 31 August 2004)

DIRECTORS’ BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement to which the
Company was a party, whereby the directors might acquire benefits by means of acquisition of shares, irredeemable
convertible unsecured loan stocks ("ICULS") or debentures of the Company or any other body corporate.
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DIRECTORS’ BENEFITS (CONTD.)

Since the end of the previous financial year, no director has received or become entitled to receive a benefit (other than
benefits included in the aggregate amount of emoluments received or due and receivable by the directors as shown in
Note 6 to the financial statements or the fixed salary of a full time employee of the Company) by reason of a contract made
by the Company or a related corporation with any director or with a firm of which he is a member, or with a company in
which he has a substantial financial interest.

DIRECTORS’ INTERESTS

According to the register of directors’ shareholdings, the interests of directors in office at the end of the financial year in
shares or ICULS in the Company and its related corporations during the financial year were as follows:

Number of Ordinary Shares of RM1 Each

1 January 31 December
2004  Purchased Sold 2004
The Company
Direct Interest
Dato’ Che Mohd Annuar bin Che Mohd Senawi 55,709,989 5,000,000 - 60,709,989

Number of ICULS-B of RM0.10 Each

1 January 31 December
2004  Purchased Sold 2004
The Company
Direct Interest
Dato’ Che Mohd Annuar bin Che Mohd Senawi 113,359,991 - - 113,359,991

Dato' Che Mohd Annuar bin Che Mohd Senawi by virtue of his interest in shares in the Company is also deemed
interested in shares of all the Company's subsidiaries to the extent the Company has an interest.

None of the other directors in office at the end of the financial year had any interest in shares or ICULS in the Company or
its related corporations during the financial year.
ISSUE OF SHARES

During the financial year, the Company increased its issued and paid-up share capital from RM372,820,922 to
RM379,252,447 by way of conversion of 6,431,525 ICULS-A of RM1 each for 6,431,525 new ordinary shares of RM1 each.

The new ordinary shares issued during the financial year rank pari passu in all respects with the existing ordinary shares
of the Company.

OTHER STATUTORY INFORMATION

(a) Before the income statements and balance sheets of the Group and of the Company were made out, the directors took
reasonable steps:

(i) to ascertain that proper action had been taken in relation to the writing off of bad debts and the making of provision
for doubtful debts and satisfied themselves that there were no known bad debts and that adequate provision had
been made for doubtful debts; and
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OTHER STATUTORY INFORMATION (CONTD.)

(i) to ensure that any current assets which were unlikely to realise their value as shown in the accounting records in
the ordinary course of business had been written down to an amount which they might be expected so to realise.

(b) At the date of this report, the directors are not aware of any circumstances which would render:

(i) it necessary to write off any bad debts or the amount of the provision for doubtful debts inadequate to any
substantial extent; and

(i) the values attributed to the current assets in the financial statements of the Group and of the Company misleading.
(c) At the date of this report, the directors are not aware of any circumstances which have arisen which would render
adherence to the existing method of valuation of assets or liabilities of the Group and of the Company misleading or
inappropriate.
(d) At the date of this report, the directors are not aware of any circumstances not otherwise dealt with in this report or
financial statements of the Group and of the Company which would render any amount stated in the financial
statements misleading.

(e) As at the date of this report, there does not exist:

(i) any charge on the assets of the Group or of the Company which has arisen since the end of the financial year
which secures the liabilities of any other person; or

(i) any contingent liability of the Group or of the Company which has arisen since the end of the financial year.
(H In the opinion of the directors:

(i) no contingent or other liability has become enforceable or is likely to become enforceable within the period of
twelve months after the end of the financial year which will or may affect the ability of the Group or of the Company
to meet their obligations when they fall due; and

(i) no item, transaction or event of a material and unusual nature has arisen in the interval between the end of the

financial year and the date of this report which is likely to affect substantially the results of the operations of the
Group or of the Company for the financial year in which this report is made.

SIGNIFICANT AND SUBSEQUENT EVENTS

The significant events during the year and subsequent events are disclosed in Note 26 to the financial statements.




AUDITORS

The auditors, Ernst & Young, have expressed their willingness to continue in office.

Signed on behalf of the Board in accordance with a resolution of the directors

Dato’ Che Mohd Annuar bin Che Mohd Senawi Datuk Che Mokhtar bin Che Ali

Selangor, Malaysia
12 May 2005
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PURSUANT TO SECTION 169(15) OF THE COMPANIES ACT, 1965

We, Dato' Che Mohd Annuar bin Che Mohd Senawi and Datuk Che Mokhtar bin Che Ali, being two of the directors of
Idaman Unggul Berhad, do hereby state that, in the opinion of the directors, the accompanying financial statements set out
on pages 26 to 66 are drawn up in accordance with applicable MASB Approved Accounting Standards in Malaysia and
the provisions of the Companies Act, 1965 so as to give a true and fair view of the financial position of the Group and of the
Company as at 31 December 2004 and of the results and the cash flows of the Group and of the Company for the year then
ended.

Signed on behalf of the Board in accordance with a resolution of the directors

Dato’ Che Mohd Annuar bin Che Mohd Senawi Datuk Che Mokhtar bin Che Ali

Selangor, Malaysia
12 May 2005

PURSUANT TO SECTION 169(16) OF THE COMPANIES ACT, 1965

I, Dato' Che Mohd Annuar bin Che Mohd Senawi, being the director primarily responsible for the financial management
of Idaman Unggul Berhad, do solemnly and sincerely declare that the accompanying financial statements set out on
pages 26 to 66 are in my opinion correct, and | make this solemn declaration conscientiously believing the same to be true
and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the

abovenamed Dato' Che Mohd Annuar Bin Che

Mohd Senawi at Kuala Lumpur in the Federal

Territory on 12 May 2005 Dato’ Che Mohd Annuar bin
Che Mohd Senawi

Before me,

Mohd Radzi Bin Yasin
No. W327
Commissioner for Oaths




REPORT OF THE AUDITORS

TO THE MEMBERS OF IDAMAN UNGGUL BERHAD (Incorporated in Malaysia)

We have audited the accompanying financial statements set out on pages 26 to 66. These financial statements are the
responsibility of the Company's directors.

It is our responsibility to form an independent opinion, based on our audit, on the financial statements and to report our
opinion to you, as a body, in accordance with Section 174 of the Companies Act, 1965 and for no other purpose. We do not
assume responsibility to any other person for the content of this report.

We conducted our audit in accordance with applicable Approved Standards on Auditing in Malaysia. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by the directors, as well as evaluating the overall presentation of the financial statements. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion:

(a) the financial statements have been properly drawn up in accordance with the provisions of the Companies Act, 1965
and applicable MASB Approved Accounting Standards in Malaysia so as to give a true and fair view of:

(i) the financial position of the Group and of the Company as at 31 December 2004 and of the results and the cash
flows of the Group and of the Company for the year then ended; and

(i) the matters required by Section 169 of the Companies Act, 1965 to be dealt with in the financial statements; and

(b) the accounting and other records and the registers required by the Act to be kept by the Company and by its
subsidiaries have been properly kept in accordance with the provisions of the Act.

We are satisfied that the financial statements of the subsidiaries that have been consolidated with the financial statements
of the Company are in form and content appropriate and proper for the purposes of the preparation of the consolidated
financial statements and we have received satisfactory information and explanations required by us for those purposes.

The auditors’ reports on the financial statements of the subsidiaries other than an emphasis of matter as disclosed in Note
12 were not subject to any qualification material to the consolidated financial statements and did not include any comment
required to be made under Section 174 (3) of the Act.

Ernst & Young George Koshy
AF: 0039 No. 1846/07/05(J)
Chartered Accountants Partner

Kuala Lumpur, Malaysia
12 May 2005




Revenue
Staff costs
Depreciation

FOR THE YEAR ENDED 31 DECEMBER 2004

Note

Other operating income
Other operating expenses

Loss before taxation
Taxation

Profit/(loss) after taxation

Minority interest

Net profit/(loss) for the year

Earnings/(loss) per share (sen)

- Basic
- Diluted

9 (a)
9 (b)

Group Company
2004 2003 2004 2003
RM’000 RM’000 RM’000 RM’000
141,682 31,508 380 371
(26,020) (7,474) (2,445) (137)
(2,691) (570) (308) (6)
32,410 8,208 539 -
(152,200) (390,765) (381) (358,068)
(6,819) (359,093) (2,215) (357,840)
7,176 (22) @) (21)
357 (359,115) (2,216) (357,861)
119 55 - -
476 (359,060) (2,216) (357,861)
0.13 (650.75)
0.12 -

The accompanying notes form an integral part of the financial statements.




AS AT 31 DECEMBER 2004

Group Company
Note 2004 2003 2004 2003
RM’000 RM’000 RM’000 RM’'000
ASSETS
Property, plant and equipment 10 38,280 39,178 902 733
Investment properties 11 34,703 34,703 - -
Investment in subsidiaries 12 - - 18,620 16,759
Other investments 13 475,608 496,358 - -
Loans receivable 14 14,561 15,537 - -
Trade receivables 15 31,917 26,322 - -
Other receivables 16 29,236 29,814 44,227 41,495
Cash and bank balances 17 75,770 113,003 1,969 11,205
Total assets 700,075 754,915 65,718 70,192
LIABILITIES
Trade payables 18 372,124 389,904 - -
Other payables 19 36,931 41,520 12,062 14,483
Hire purchase payables 20 1,307 1,262 784 600
Taxation 4,808 10,518 - 21
Deferred tax liabilities 21 827 1,310 - -
Total liabilities 415,997 444 514 12,846 15,104
INSURANCE RESERVES
Life assurance fund 22 185,154 194,941 - -
General insurance fund 23 44,545 61,385 - -
Total insurance reserves 229,699 256,326 - -
FINANCED BY:
Share capital 24 379,252 372,821 379,252 372,821
ICULS 25 33,697 40,128 33,697 40,128
Accumulated losses (358,584) (359,060) (360,077) (357,861)
Shareholders’ equity 54,365 53,889 52,872 55,088
Minority interest 8 14 186 - -
54,379 54,075 52,872 55,088
Total liabilities, insurance
reserves and shareholders’ equity 700,075 754,915 65,718 70,192

The accompanying notes form an integral part of the financial statements.
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FOR THE YEAR ENDED 31 DECEMBER 2004

Share Accumulated
Capital ICULS-A ICULS-B Losses Total
RM’000 RM’000 RM’000 RM’000 RM’000
At 1 January 2003 10 - - - 10
Issuance of share capital (Note 24) 224,449 - - - 224,449
Issuance of ICULS (Note 25) - 134,442 21,045 - 155,487
Conversion of ICULS-A
(Notes 24 and 25) 111,692 (111,692) - - -
Conversion of ICULS-B
(Notes 24 and 25) 36,670 - (3,667) - 33,003
Net loss for the year - - - (359,060) (359,060)
At 31 December 2003 372,821 22,750 17,378 (359,060) 53,889
At 1 January 2004 372,821 22,750 17,378 (359,060) 53,889
Conversion of ICULS-A
(Notes 24 and 25) 6,431 (6,431) - - -
Net profit for the year - - - 476 476
At 31 December 2004 379,252 16,319 17,378 (358,584) 54,365

The accompanying notes form an integral part of the financial statements.




FOR THE YEAR ENDED 31 DECEMBER 2004

Share Accumulated
Capital ICULS-A ICULS-B Losses Total
RM’000 RM’000 RM’000 RM’000 RM’000
At 1 January 2003 10 - - - 10
Issuance of share capital (Note 24) 224,449 - - - 224,449
Issuance of ICULS (Note 25) - 134,442 21,045 - 155,487
Conversion of ICULS-A
(Notes 24 and 25) 111,692 (111,692) - - -
Conversion of ICULS-B
(Notes 24 and 25) 36,670 - (3,667) - 33,003
Net loss for the year - - - (357,861) (357,861)
At 31 December 2003 372,821 22,750 17,378 (357,861) 55,088
At 1 January 2004 372,821 22,750 17,378 (357,861) 55,088
Conversion of ICULS-A
(Notes 24 and 25) 6,431 (6,431) - - -
Net loss for the year - - - (2,216) (2,216)
At 31 December 2004 379,252 16,319 17,378 (360,077) 52,872

The accompanying notes form an integral part of the financial statements.

annual report 2004 2 9




CASH FLOW STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2004

Group Company
2004 2003 2004 2003
RM’000 RM’'000 RM’'000 RM’'000
CASH FLOWS FROM OPERATING ACTIVITIES
Loss before taxation (6,819) (359,093) (2,215) (357,840)
Movement in insurance funds (26,627) (5,527) - -
Adjustments for:
(Write back of provision)/
provision for doubtful debts (26,206) 217,403 (2,110) 199,180
Depreciation of property, plant and equipment 3,422 777 308 6
Impairment loss of property, plant and equipment 370 - - -
Provision/(write back of provision) for diminution
in value of investment 21,534 (3,208) - -
Provision for impairment losses on a subsidiary - - 770 114,704
(Write back of provision)/provision for short
term accumulated compensated absences (189) 855 105 -
Unrealised foreign exchange loss - 30 - -
Gain on disposal of investment (3,264) (1,664) - -
Loss on disposal of a subsidiary - 13,999 - 13,999
Yield shares issued - 18,422 - 18,422
Goodwill written off 178 70,789 - -
Net (accretion of discounts)/amortisation of premiums (185) 4,043 - -
Interest income (19,423) (2,980) (53) (345)
Dividend income (1,2112) (693) - -
(Gain)/loss on disposal of property, plant and equipment (195) (83) 87 -
Operating loss before working capital changes (58,615) (46,930) (3,108) (11,874)
Decrease/(increase) in receivables 15,473 (222,078) (621) (224,621)
Decrease in loans receivable 976 1,670 - -
(Decrease)/increase in payables (22,716) 51,223 (2,525) 1,958
Cash used in operations (64,882) (216,115) (6,254) (234,537)
Income tax recovered/(paid) 6,687 (2,492) (22) -
Net cash used in operating activities (58,195) (218,607) (6,276) (234,537)
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of subsidiaries, net of
cash acquired (Note 12) (215) 81,878 - -
Purchase of investment (785) - - -
Purchase of property, plant and equipment (2,556) (640) (23) (139)
Net proceeds from disposal of investments 3,665 528 - -
Purchase of shares in subsidiary - - (231) (549)
Subscription of shares in subsidiary - - (2,400) -
Interest received 19,849 2,980 53 345
Dividend received 1,102 693 - -
Proceeds from disposal of
property, plant and equipment 896 86 498 -

Net cash generated from/(used in)

investing activities 21,956 85,525 (2,103) (343)




FOR THE YEAR ENDED 31 DECEMBER 2004

Group Company
2004 2003 2004 2003
RM’000 RM’000 RM’000 RM’000
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of hire purchase payables (994) - (857) -
Proceeds from issuance of ordinary shares - 225,031 - 225,031
Proceeds from issuance of ICULS-B - 21,045 - 21,045
Net cash (used in)/generated
from financing activities (994) 246,076 (857) 246,076
NET (DECREASE)/INCREASE IN CASH
AND CASH EQUIVALENTS (37,233) 112,994 (9,236) 11,196
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 113,003 9 11,205 9
CASH AND CASH EQUIVALENTS
AT END OF YEAR (Note 17) 75,770 113,003 1,969 11,205

The accompanying notes form an integral part of the financial statements.
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1.

NOTES TO THE FINANCIAL STATEMENTS

31 DECEMBER 2004

CORPORATE INFORMATION

The principal activities of the Company are that of investment holding and providing corporate, administrative and
management support to its subsidiaries.

There have been no significant changes in the nature of the principal activities during the financial year.

The principal activities of the subsidiaries are disclosed in Note 12.

The Company is a public limited liability company, incorporated and domiciled in Malaysia, and is listed on the Main
Board of Bursa Malaysia Securities Berhad. The registered office of the Company is located at Level 20, Menara

MRCB, No. 2, Jalan Majlis 14/10, 40000 Shah Alam, Selangor Darul Ehsan.

The number of employees in the Group and in the Company at the end of the financial year were 664 and 13 (2003:
753 and 17) respectively.

The financial statements were authorised for issue by the Board of Directors in accordance with a resolution of the
directors on 12 May 2005.

SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of Preparation

The financial statements of the Group and of the Company have been prepared under the historical cost convention
unless otherwise indicated in the accounting policies below.

The financial statements comply with the provisions of the Companies Act, 1965 and applicable MASB Approved
Accounting Standards in Malaysia.

(b) Basis of Consolidation
Subsidiaries

The consolidated financial statements include the financial statements of the Company and all its subsidiaries

except for:

Company Reason for Exclusion

Lambang Pertama Sdn. Bhd. (“LPSB”) and The directors are of the opinion that the control is temporary
its subsidiaries as disclosed in Note 12 as the investments and/or assets of the subsidiaries will be

disposed/liquidated for the purposes of the redemption of
the redeemable secured loan stocks ("RSLS") issued by
LPSB as part of the Idris Hydraulic (Malaysia) Berhad ("IHMB")
restructuring scheme.

In accordance with the Ninth Schedule of the Companies Act, 1965, the financial statements of LPSB are annexed.

Subsidiaries are those companies in which the Group has a long term equity interest and where it has power to
exercise control over the financial and operating policies so as to obtain benefits therefrom.




2.

NOTES TO THE FINANCIAL STATEMENTS (CONTD.)
31 DECEMBER 2004

SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

(b)

(c)

(d)

Basis of Consolidation (contd.)

Subsidiaries are consolidated using the acquisition method of accounting. Under the acquisition method of
accounting, the results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition or up to the effective date of disposal, as appropriate. The
assets and liabilities of a subsidiary are measured at their fair values at the date of acquisition and these values
are reflected in the consolidated balance sheet. The difference between the cost of an acquisition and the fair
value of the Group's share of the net assets of the acquired subsidiary at the date of acquisition results in goodwill
or negative goodwill arising on consolidation. Goodwill is written off to income statement as and when it is
incurred.

Intragroup transactions, balances and resulting unrealised gains are eliminated on consolidation and the
consolidated financial statements reflect external transactions only. Unrealised losses are eliminated on
consolidation unless costs cannot be recovered.

The gain or loss on disposal of a subsidiary is the difference between net disposal proceeds and the Group's
share of its net assets together with any unamortised balance of goodwill and exchange differences which were

not previously recognised in the consolidated income statement.

Minority interest is measured at the minorities' share of the post acquisition fair values of the identifiable assets
and liabilities of the acquiree.

Investments in Subsidiaries

The Company's investments in subsidiaries are stated at cost less impairment losses. The policy for the recognition
and measurement of impairment losses is in accordance with Note 2(]).

On disposal of such investments, the difference between net disposal proceeds and their carrying amounts is
recognised in the income statement.

Revenue Recognition

Revenue is recognised when it is probable that the economic benefits associated with the transaction will flow to
the enterprise and the amount of the revenue can be measured reliably.

() Interest Income
Interest income on loans receivable is recognised on an accrual basis except where a loan is considered
non-performing, i.e. where repayments are in arrears for more than six months, in which case, recognition of
such interest is suspended. Subsequent to suspension, interest is recognised on the receipt basis until all
arrears have been paid.

Other interest income is recognised on an accrual basis.

(i) Revenue from Services

Revenue from services rendered is recognised net of service taxes and discounts as and when the services
are performed.




NOTES TO THE FINANCIAL STATEMENTS (CONTD.)
31 DECEMBER 2004

2. SIGNIFICANT ACCOUNTING POLICIES (CONTD.)
(d) Revenue Recognition (contd.)
(iii) Dividend Income

Dividend income is recognised on a declared basis when the shareholders' right to receive payment is
established.

(iv) Management Fees
Management fees are recognised on an accrual basis.

(v) Rental Income
Rental income is recognised on an accrual basis except where default in payment of rent has already
occurred and rent due remains outstanding for over six months, in which case, recognition of rental income
is suspended. Subsequent to suspension, rental income is recognised on the receipt basis until all arrears
have been paid.

(e) General Insurance Underwriting Results

The general insurance underwriting results, other than those arising from inward treaty business, are determined

for each class of business, after taking into account reinsurances, unearned premium reserves, net commissions,

net claims incurred and any other additional reserves.

(i) Premium Income
Premium is recognised in a financial period in respect of risks assumed during that particular financial period.
Inward treaty reinsurance premium is recognised on the basis of periodic advices received from ceding
insurers.

(i) Unearned Premium Reserves

The Unearned Premium Reserves ("UPR") represent the portion of the net premiums of insurance policies
written that relate to the unexpired periods of the policies at the end of the financial period.

In determining the UPR at balance sheet date, the method that most accurately reflects the actual liability
used is as follows:

« 25% method for marine cargo, aviation cargo and transit business.

« 1/8th method for all other classes of overseas inward treaty business with a deduction of 20% for
commission.

« 1/24th method for all other classes of business (except non-annual policies), reduced by the corresponding
percentage of accounted gross direct business commissions and agency related expen