SYARIKAT TAKAFUL MALAYSIA BERHAD 
NOTES
1       Accounting Policies

The interim financial report is unaudited and has been prepared in compliance with the requirement of FRS 1342004: Interim Financial Reporting and Part A of Appendix 9B of the Listing Requirements of Bursa Malaysia Securities Berhad. 
The interim financial report has been prepared using the same accounting policies and methods of computation with the audited financial statements for the year ended 30 June 2006 and should be read in conjunction with the aforementioned audited financial statements, except for the following:-
a)
Prior to 2 February 2006, the Group recognised revenue on cash basis.
b) On 2 February 2006, the Company migrated from the old business operation system to a new system which has been developed to recognise revenue on accrual basis whilst still be able to produce cash-based reports to meet the Syariah requirement for the computation of Mudharabah. Therefore, effective from 2 February 2006, the Company started to recognise revenue on accrual basis in line with JPIT/GPT 6 – Guidelines on Financial Statements for Takaful Operators of Bank Negara Malaysia. The adoption of accrual basis applied prospectively due to the limitation of the previous systems i.e. FTS and GTS which had been developed to cater for cash basis only and are unable to reproduce comparative figures on accrual basis hence pro forma restated comparative information is not presented.
c) The change in accounting policy with regard to the recognition of revenue/income from cash basis to accrual basis, applied prospectively, has the following effect on the consolidated profit before tax for the 3 months ended 30 September 2006 as follows:-

	
	
	RM ‘000

	Profit before tax before the change
	
	2,105

	Effect of the change
	
	4,656

	
	
	

	Profit before tax after the change
	
	6,761

	
	
	


2 Auditors’ Report

The auditors’ report on the audited financial statements of the preceding year ended 30 June 2006 contains an ‘except for’ qualification which states that there are numerous unreconciled differences in the accounting records which have yet to be resolved as at the date of the auditors’ report. The Management is currently taking steps to resolve these differences.

3 Seasonal or Cyclical Factors

The Group’s operations are not materially affected by seasonal or cyclical factors.
4 Exceptional, Extraordinary or Unusual Items

There were no exceptional, extraordinary or unusual items for the financial year to date.

 5
Changes in Estimates

There were no changes to the estimates of amounts reported in prior financial years that may have a material effect in the current period.

 6
Debt and Equity Securities

There were no issuances, cancellations, repurchased, resale and repayment of debt and equity securities during the financial year to date.
7
Dividends
No dividend has been declared or paid for the quarter under review. 
8 Segmental Reporting

Geographical Segments

	
	Malaysia

RM’000
	Indonesia

RM’000
	Elimination

RM’000
	Consolidated

RM’000

	As at 30.09.2006
	
	
	
	

	
	
	
	
	

	Revenue from external participants 
	
	
	
	

	   by location of participants
	31,073
	9,064
	-
	40,137

	Segments assets by location of assets
	3,224,607
	154,418
	(58,934)
	3,320,091

	Capital expenditure by location of assets
	2,397
	2,115
	-
	4,512

	
	
	
	
	

	
	
	
	
	

	As at 30.09.2005
	
	
	
	

	
	
	
	
	

	Revenue from external participants 
	
	
	
	

	   by location of participants
	28,610
	5,897
	
	34,507

	Segments assets by location of assets
	2,736,712
	107,928
	(34,038)
	2,810,602

	Capital expenditure by location of assets
	7,671
	-    
	
	7,671

	
	
	
	
	


9 Valuation of Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment loss (if any). There was no valuation carried out during the quarter under review.
10 
Material Events
There were no material events subsequent to the end of the period reported.
11
Changes in Composition of the Company/Group 
There were no changes in the composition of the Company/Group during the quarter under review.

12
Contingent Liabilities

There were no contingent liabilities as at the date of this announcement other than those liabilities arising from contract of takaful (Islamic Insurance).

13
Review of the Performance
For the financial quarter under review, the Group recorded an increase of 25.38% in operating revenue to RM247.89 million from RM197.71 million recorded in the previous year’s corresponding quarter mainly due to the increase in the operating revenue of Takaful Malaysia by 24.83% to RM207.99 million from RM166.62 million registered in the previous year’s financial quarter. The higher operating revenue was also contributed by the increase in the Group’s investment income by 147.30% from RM1.48 million in the previous year’s corresponding financial quarter to RM3.66 million. 
In term of profitability, the Group recorded a decrease of 15.29% in its profit before taxation and zakat from RM7.98 million in the previous year’s financial quarter to RM6.76 million mainly due to the higher management expenses in the quarter under review.

14
Material Changes in the Quarterly Results Compared to the Results of the Preceding Financial Quarter

The Group registered a minimal decrease of 2.10% in its operating revenue during the financial quarter under review to RM247.89 million compared to RM253.21 million recorded in the preceding financial quarter.  
In term of profitability, the Group recorded lower profit before taxation and zakat of RM6.76 million, a decrease of 46.77% from RM12.70 million in the preceding financial quarter due to the lower operating revenue and higher management expenses during the quarter under review.
15
Current Year Prospects

Barring any unforeseen circumstances, the Group expects to further improve its performance in the current financial year.

16
Variance from Profit Forecast and Shortfall in Profit Guarantee

The Group neither made any profit forecast nor issued any profit guarantee.

17
Taxation

The taxation for the financial year under review is RM1.29 million whilst RM0.76 million is in respect of provision for zakat. The effective rate of taxation is lower than the statutory tax rate because certain incomes of the Company are assessable at a lower rate in accordance with the Income Tax Act 1967.
18
Profit on Sale of Unquoted Investment and/or Properties

There were no sales of unquoted investment and/or properties for the financial quarter under review.
19
Purchase or Disposal of Quoted Securities

The disclosure is not applicable to insurance/takaful companies.

20
Status of Corporate Proposals

The Bonus Issue, Rights Issue and Private Placement Exercises were completed on 16 September 2004, 27 October 2004 and 25 March 2005 respectively whilst the ESOS was implemented on 3 November 2003.

The utilisation of rights issue proceeds as at 30 September 2006 are as follows:-
	
	Utilisation of Rights Issue Proceeds
	

	
	Additional Investment in Subsidiaries

(RM’000)
	Upgrading of IT Systems

(RM’000)
	Working Capital

(RM’000)
	Defray Expenses relating to Bonus Issue, Rights Issue, Private Placement and ESOS Exercises

(RM’000)
	Total Proceeds

(RM’000)

	Proposed utilisation of rights issue proceeds

Reallocation of rights issue proceeds*
	      30,531

      13,731
	    30,000

         -
	  14,969

 (13,731) 
	        1,500

             -  
	   77,000                                                                                            

        -

	Less :

Amount utilised as at 30.09.2006
	     44,262

     (23,039)
	    30,000

    (26,579)
	    1,238

   (1,238)                          
	         1,500

          (898)
	   77,000 

   (51,754)     

	Remaining rights issue proceeds
	     21,223
	3,421
	       -
	           602
	    25,246


*  The Board of Directors had earlier approved the reallocation of the rights issue proceeds amounting to RM13,731,000 for additional investment in subsidiary companies for their working capital purposes.
21
Group Borrowings and Debt Securities

There were no Group borrowings and debt securities as at 30 September 2006.

22        Off Balance Sheet Financial Instruments

There were no financial instrument contracts with off balance sheet risk as at the date of this announcement.

23        Material Litigation


There were no material litigations pending as at the date of this announcement.

24 Earnings per Share

             Basic earnings per share (“Basic EPS”)

Basic EPS of the Group is calculated by dividing the net profit for the period by the number of ordinary shares in issue during the period.

	

	3 months ended 

	
	30.09.2006
	
	30.09.2005

	Net profit for the period attributable to ordinary 

   shareholders (RM`000)
	4,234
	
	4,359

	Number of ordinary shares in issue (‘000)      
	152,693                  
	
	152,643                  

	
	
	
	

	Basic EPS (sen)
	2.77
	
	2.86

	
	
	
	


Fully diluted earnings per share (“Fully diluted EPS”)

The effect on the basic EPS for the financial quarter under review from the assumed conversion of the ESOS is anti-dilutive. Accordingly, fully diluted EPS for the financial quarter under review has not been presented. 

By Order of the Board

MOHAMAD ASRI BIN HAJI YUSOFF


Company Secretary (MIA 14171)

Kuala Lumpur, 30 November 2006
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