SYARIKAT TAKAFUL MALAYSIA BERHAD
NOTES TO THE INTERIM FINANCIAL STATEMENTS
QUARTER ENDED 30 JUNE 2009


1 Basis of Preparation
The interim financial statements of the Group are unaudited and have been prepared in accordance with the requirements of Financial Reporting Standard (“FRS”) 134 “Interim Financial Reporting” and the applicable disclosure provision of the Listing Requirements (Part A of Appendix 9B) of the Bursa Malaysia Securities Berhad.

The interim financial statements have been prepared using consistent accounting policies with the audited financial statements for the financial year ended 30 June 2008 and should be read in conjunction with the aforementioned audited financial statements.

The Group and the Company have not applied the following accounting standards (including its consequential amendments) and interpretations that have been issued by the Malaysian Accounting Standards Board (MASB) but are not yet effective:

	FRSs / Interpretations
	Effective date

	FRS 4, Insurance Contracts 
	1 January 2010

	FRS 7, Financial Instruments: Disclosures
	1 January 2010

	FRS 8, Operating Segment
	1 July 2009

	FRS 139, Financial Instruments: Recognition and Measurement
	1 January 2010

	IC Interpretation 9, Reassessment of Embedded Derivatives
	1 January 2010

	IC Interpretation 10, Interim Financial Reporting and Impairment
	1 January 2010


The Group plans to apply FRS 8 from the annual period beginning 1 July 2009.  The Group and the Company plan to apply the other FRSs and Interpretations from the annual period beginning 1 July 2010.

The impact of applying FRS 4, FRS 7 and FRS 139 on the financial statements upon first adoption as required by paragraph 30(b) of FRS 108, Accounting Policies, Changes in Accounting Estimates and Errors is not disclosed by virtue of the exemptions given in the respective FRSs. The initial application of the above other standards (and its consequential amendments) and interpretations is not expected to have any material impact on the financial statements of the Group and the Company. 
IC Interpretation 9, is not expected to have significant financial impact on the financial statements of the Group and the Company upon initial application for the financial year commencing 1 July 2010.
IC Interpretation 10 prohibits the reversal of an impairment loss recognised in an interim period during the financial year in respect of goodwill, an investment in an equity instrument or a financial asset carried at cost. IC Interpretation 10 will become effective for the financial statements of the Group and Company for the year ending 30 June 2011, and will apply to goodwill, investments in equity instruments, and financial assets carried at cost prospectively from the date the Group first applied the measurement criteria of FRS 136 and FRS 139 respectively.
	

	

	


2 Auditors’ Report

The auditors’ report on the audited financial statements of the preceding year ended 30 June 2008 did not contain any qualification. 

3 Seasonal or Cyclical Factors

The Group’s operations are not materially affected by seasonal or cyclical factors.
4 Unusual Items
There were no unusual items affecting assets, liabilities, equity, net income or cash flows for the financial quarter ended 30 June 2009.

 5
Changes in Estimates

There were no changes to the estimates of amounts reported for the current year to-date under review.

6 Debt and Equity Securities

There were no issuance, cancellation, repurchase, resale and repayment of debt and equity securities for the financial quarter under review. 
During the financial year to date, the Company has allotted and issued 1,241,000 new ordinary shares of RM1.00 each under the Employees’ Share Option Scheme (“ESOS”) at the exercise price of RM1.20 per ordinary share. The ESOS has expired on 2 November 2008. Shares issued under the ESOS rank pari passu in all respect with the existing ordinary shares of the Company.
7 Dividends 
The shareholders at the Annual General meeting held on 10 December 2008 approved a final dividend of 3.5% less 25% income tax in respect of the financial year ended 30 June 2008 as proposed by the Directors. The final dividend was paid on 9 January 2009. 
No dividend was declared for the financial quarter under review.
8 Segmental Reporting 
[image: image1.emf]Geographical Segments

Malaysia Indonesia Consolidated

RM'000 RM'000 RM'000

12 months ended 30.06.2009

Revenue from external participants 891,442        153,063       1,044,505       

Profit before tax 48,217          2,051          50,268            

As at 30.06.2009

Segments assets by location of assets 4,074,343     254,345       4,328,688       
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Malaysia Indonesia Consolidated

RM'000 RM'000 RM'000

12 months ended 30.06.2008

Revenue from external participants 981,048        164,128       1,145,176           

Profit before tax 33,844         4,066          37,910               

As at 30.06.2008

Segments assets by location of assets 3,828,357     218,942       4,047,299           


9 Investment Properties
A desktop valuation has been carried out during the current financial quarter under review.
10 Material Events Subsequent to the End of the Period
There is no material event subsequent to the end of the period under review that has not been reported in the interim financial statements for the current financial quarter.
11 Changes in Composition of the Company/Group 
During the quarter under review, the Company had injected capital (“the Capital Injection”) amounting to RM21.8 million into PT Ansuransi Takaful Keluarga (“ATK”), a subsidiary of PT Syarikat Takaful Indonesia (“STI”), by subscribing 64,762 new ordinary shares of Indonesian Rupiah (“IDR”) 1,000,000 each in ATK (“ATK Shares”), issued at par value, resulting in STMB holding a direct interest of 42.73% in ATK. STI is a 56% subsidiary of the Company.
As a result of the Capital Injection, the Company had also entered into a joint venture agreement with the existing shareholders of ATK, namely, STI and Koperasi Karyawan Takaful (“Kopkar”) to set out the terms and conditions that will govern their respective shareholdings in ATK arising from the new shareholding structure of ATK as a result of the Capital Injection.
The shareholding structure of ATK, before and after the Capital Injection is as follows:

	Shareholders
	Before Proposed Capital Injection
	After Proposed Capital Injection

	
	No of Ordinary Shares
	%
	No of Ordinary Shares
	%

	STI
	86,743
	99.94
	86,743
	57.24

	Kopkar
	50
	0.06
	50
	0.03

	STMB
	0
	0
	64,762
	42.73

	Total
	86,793
	100.00
	151,555
	100.00


12 Contingent Liabilities 
Prior to the amendments of Section 60AA of the Income Tax Act 1967 (Section 60AA), capital allowances had been claimed by way of deduction from tax adjusted income in both General and Family Takaful Funds whilst the Shareholders Fund is not entitled to claim capital allowances. The amended Section 60AA stipulates that the tax adjusted income of the Shareholders’ Fund shall be ascertained by taking into account the amount of income distributed or credited from Family and General Takaful Funds and as a result both General and Family Takaful Funds would have nil tax adjusted income. As such, capital allowances claimable for the years of assessment from 1997 to 2008 would be carried forward indefinitely as the operator's share of profits from the Family and General Fund will be taxed in the Shareholders Fund. 

The Company has presented the issue on non-deductibility of capital allowances to the Ministry of Finance (MOF) on 30 March 2009.  The MOF has agreed to review the tax issue and thereafter, will advise the Company accordingly.  No provision has been made by the Company for the potential tax liabilities of the previous and current years pending the outcome of the said discussion and future appeals. The potential tax exposure to the Company assuming that the deduction of capital allowances in Shareholders’ Fund is rejected by the MOF is approximately RM18.1 million.  In addition, the Company would have to reverse its current balance of deferred tax asset which is in relation to unabsorbed capital allowances brought forward by approximately RM5.7 million.

13 Review of Performance 
For the 4th quarter ended 30 June 2009, the Group generated Operating Revenue of RM365.1 million, a decrease of 4.7% compared to RM383.2 million in the corresponding quarter of the preceding year. The 12 months’ period ended 30 June 2009, Operating Revenue decreased by 8.8% to RM1,044.5 million from RM1,145.2 million in the same period last year. The decrease is attributable to lower contribution generated by the Family Takaful Fund and lower investment income.
For the quarter under review, Family Takaful recorded Gross Contribution of RM208.5 million, against RM221.2 million for the same period last year whereas General Takaful generated Gross Contribution of RM98.0 million compared to RM91.3 million in the corresponding quarter of the preceding year. For the 12 months’ period, Family Takaful generated Gross Contribution of RM508.3 million compared to RM655.9 million in the corresponding period last year whereas the General Takaful recorded Gross Contribution of RM352.2 million compared to RM269.1 million last year. Last year, the Family Takaful business launched a single contribution investment linked product, Takaful myAl-Afdhal, which garnered RM90.2million in contribution. No such product was distributed this year. For General Takaful business, the result represents an increase of 7.3% and 30.9% for the quarter and 12 months’ period respectively. The growth was mainly from the Fire and Motor lines of business.
The surplus transfer in the quarter under review from Family Takaful revenue accounts was RM32.1 million, while the surplus transfer from General Takaful revenue was 35.4 million. For the 12 months’ period under review, the surplus transfer from Family Takaful revenue accounts was RM65.3million while General Takaful recorded an increase of RM18.7 million to RM80.2 million compared to the same period last year. The higher surplus transfer from General Takaful revenue accounts is due to contributions growth and lower net claims incurred reported by the fund.
For the 12 months’ period, the Profit Before Tax and Zakat of the Group has increased by 32.7% or RM12.4 million to RM50.3 million compared to the same period last year. The higher profit is attributable mainly to better underwriting results from the General Takaful Fund and lower operating expenses.
14 Material Changes in the Quarterly Results Compared to the Results of the Preceding Financial Quarter 
For the quarter under review, the Operating Revenue registered RM 365.1million as compared to preceding quarter of RM 187.7million. The Profit Before Tax and Zakat registered RM 50.5million as compared to preceding quarter loss of RM11.5million.  The improvements were mainly supported by surplus transfers from Family Takaful and General Takaful as well as from other operating income.
Higher surplus transfer noted from Family Takaful of RM 32.1million compared to RM 4.6 million of preceding quarter is  due to realized gain on investments of RM3.9 million, write back of allowance  for diminution in value of investment assets of RM 5.0million, fair valuation of investment properties RM 5.1million with the balance attributable to better underwriting results, 
The General Takaful reported a higher surplus transfer of RM 35.4million as compared to preceding quarter of RM 1.6million.  The higher transfer in current quarter is due to better underwriting results of RM 29.3million, mainly from higher earned contribution and lower claims incurred, with the balance attributed to better investment results.
The Group other operating income for the quarter under review of RM 26.3million was higher compared to RM 6.5million of the preceding quarter.  This is mainly attributable to wakalah fees of RM 17.4million earned by both Takaful Indonesia and the Company from its new family products and writeback of allowance for diminution in value of investment assets.
15 Current Year Prospects 
The Company is gearing for growth in the new financial year with the worst of the financial crisis appearing to be over. However, the Company would continue to remain prudent in its investment and continues the rationalization and right sizing of the branch network and to leverage on BIMB Holdings’ group infrastructure to provide outlets in Bank Islam and Tabung Haji branches for the Company’s products and services. The Company has also tightened underwriting requirements and weeded out unprofitable business in the portfolio. With these initiatives taken, the Company is positioning itself to achieve its strategic objectives.

16 Variance from Profit Forecast and Shortfall in Profit Guarantee

The Group did not issue any profit forecast nor profit guarantee during the financial year under review.
17     Taxation 
[image: image3.emf]30.06.2009 30.06.2008 30.06.2009 30.06.2008

Current tax:-

- Current financial year -               8,829              -                10,715            

- Overprovision in prior years (10,763)         -                 (10,678)         -                 

(10,763)         8,829              (10,678)         10,715            

Deferred tax:-

- Current financial year 20,064          (3,050)             19,082          (1,493)             

9,301            5,779              8,404            9,222              

3 months ended 12 months ended


The effective rate of taxation is lower than the statutory tax rate mainly because of certain income of the Company is non-taxable in accordance with the Income Tax Act 1967.
18 Profit/loss on Sale of Unquoted Investments and/or Properties

The proposed disposal of an investment property which was announced in the last quarter was completed in the current quarter.  The Groups’ share of the final net realized gain as a result of the disposal, after taking into consideration the funding for the acquisition of the property  and the mudharabah profit sharing between the Company and the General and Family Takaful Funds amounts to RM0.8 million.
Save as disclosed above, there were no sales of unquoted investment and/or properties for the current quarter under review and financial year to date.

19 Status of Corporate Proposal 
The Company has on 10 October 2007 and 20 November 2007 respectively, announced that it has obtained the approval from Bank Negara Malaysia to commence negotiations with Abu Dhabi-Kuwait-Malaysia Strategic Investment Corporation (ADKMSIC) and Islamic Arab Insurance Co. P.J.S.C. (SALAMA) respectively. As announced on 9 December 2008 and 12 December 2008, all discussions and negotiations between SALAMA and Syarikat Takaful Malaysia Berhad (Takaful Malaysia) for the purchase of a strategic stake in Takaful Malaysia by SALAMA has officially ceased as Takaful Malaysia was not agreeable with the terms and conditions as proposed by SALAMA. The negotiations with ADKMSIC are still ongoing and no conclusive arrangements have been achieved thus far.
20 Purchase or Disposal of Quoted Securities

This disclosure is not applicable to insurance/takaful companies.

21 Group Borrowings and Debt Securities

The Group does not have any borrowings and debt securities as at 30 June 2009.
22 Off Balance Sheet Financial Instruments

As at the date of this report, the Group has not entered into any off-balance sheet financial instruments.

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

24 Earnings per Share 
(a)
Basic earnings per share (“Basic EPS”)

Basic EPS of the Group is calculated by dividing the net profit attributable to ordinary shareholders for the period by the weighted average number of ordinary shares in issue during the period.
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Net profit attributable to 

shareholders

(RM'000) 39,210              14,654       39,069        29,705     

Weighted average number of 

ordinary shares in issue

('000) 162,817            158,635     162,716       158,635   

162,817            158,635     162,716       158,635   

Diluted earnings per share (sen) 24.08               9.24          24.01          18.73       

3 months ended 12 months ended


(b)
Diluted earnings per share (“Diluted EPS”) 
Diluted earnings per share is calculated by dividing the net profit attributable to shareholders by the weighted average number of shares in issue adjusted for potential dilutive ordinary shares arising from share options granted to employees. 
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Net profit attributable to 

shareholders

(RM'000) 39,210              14,654              39,069        29,705     

Weighted average number of 

ordinary shares in issue

('000) 162,817            158,635            162,716       158,635   

Adjustment for share options -                   464                  -              464          

162,817            159,099            162,716       159,099   

Diluted earnings per share (sen) 24.08               9.21                 24.01          18.67       

3 months ended 12 months ended


25
Limited Review by External Auditor

A limited review was performed by the external auditor on the interim financial statements for this quarter ended 30 June 2009.

By Order of the Board

MOHAMAD ASRI BIN HAJI YUSOFF

Company Secretary (MIA 14171)

Kuala Lumpur, 24 August 2009
1
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						3 months ended								12 months ended

						30.06.2009				30.06.2008				30.06.2009				30.06.2008

				Current tax:-

				- Current financial year		- 0				8,829				- 0				10,715

				- Overprovision in prior years		(10,763)				- 0				(10,678)				- 0

						(10,763)				8,829				(10,678)				10,715

				Deferred tax:-

				- Current financial year		20,064				(3,050)				19,082				(1,493)

						9,301				5,779				8,404				9,222
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								3 months ended								12 months ended

								30.06.2009				30.06.2008				30.06.2009				30.06.2008

				Net profit attributable to shareholders		(RM'000)		39,210				14,654				39,069				29,705

				Weighted average number of ordinary shares in issue		('000)		162,817				158,635				162,716				158,635

				Adjustment for share options				- 0				464				- 0				464

								162,817				159,099				162,716				159,099

				Diluted earnings per share		(sen)		24.08				9.21				24.01				18.67
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				Geographical Segments

						Malaysia				Indonesia				Elimination				Consolidated

						RM'000				RM'000				RM'000				RM'000

				12 months ended 30.06.2008

				Revenue from external participants		981,048				164,128				- 0				1,145,176

				Profit before tax		33,844				4,066				- 0				37,910

				Capital Expenditure by location of assets		6,789				1,102				- 0				7,891

				As at 30.06.2008

				Segments assets by location of assets		3,828,357				218,942				- 0				4,047,299
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								3 months ended								12 months ended

								30.06.2009				30.06.2008				30.06.2009				30.06.2008

				Net profit attributable to shareholders		(RM'000)		39,210				14,654				39,069				29,705

				Weighted average number of ordinary shares in issue		('000)		162,817				158,635				162,716				158,635

								162,817				158,635				162,716				158,635

				Diluted earnings per share		(sen)		24.08				9.24				24.01				18.73
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				Geographical Segments

						Malaysia				Indonesia				Elimination				Consolidated

						RM'000				RM'000				RM'000				RM'000

				12 months ended 30.06.2009

				Revenue from external participants		891,442				153,063				- 0				1,044,505

				Profit before tax		48,217				2,051				- 0				50,268

				Capital Expenditure by location of assets										- 0				- 0

				As at 30.06.2009

				Segments assets by location of assets		4,074,343				254,345				- 0				4,328,688






