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MALAYSIAN NATIONAL REINSURANCE BERHAD

(COMPANY NO. 13487-A)

INTERIM FINANCIAL REPORT

FOR THE PERIOD ENDED MARCH 31, 2003

(The figures have not been audited)

Condensed CONSOLIDATED Income Statement


COMPANY
GROUP


Individual Period
Cumulative Period
Individual

Period
Cumulative Period

 
3 months ended

31-Mar-2003

RM’000
3 months ended

31-Mar-2002

RM’000
12 months ended

31-Mar-2003

RM’000
12 months ended

31-Mar-2002

RM’000
3 months ended

31-Mar-2003

RM’000
12 months ended

31-Mar-2003

RM’000









Operating Revenue
191,116
179,343
840,108
733,369
191,134
840,126









Surplus / (Deficit) from:-







· Shareholders’ Fund Account
(54)
68
(489)
(207)
(1,618)
(2,163)

· General Insurance Revenue Account
25,920
(993)
92,975
61,886
25,920
92,974

Share of profits/(losses)of an associate company
-
-
-
-
#

1,861
#

(4,158)

Profit Before Tax
25,866
(925)
92,486
61,679
26,163
86,653

Taxation
2,588
(4,900)
(16,412)
(4,272)
2,583
(16,417)

Share of taxation of an associate company
-
-
-
-
-
-

Net Profit / (Loss) for the period
28,454
(5,825)
76,074
57,407
28,746
70,237

Earnings per share (sen):-







· Basic

· Diluted*
14.64

-
(3.00)

-
39.15

-
29.56

-
14.79

-
36.15

-

#    Please refer to Note A1 on page 6 & 7

*   Please refer to note B13 on page 15


The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2002

CONDENSED CONSOLIDATED BALANCE SHEET AS AT 31 MARCH, 2002


COMPANY
GROUP


As At 31-Mar-03

(Unaudited)

RM’000
As At 31-Mar-2002

(Audited)

RM’000
As At 31-Mar-03

(Unaudited)

RM’000

ASSETS




Property, Plant and Equipment
5,066
6,137
7,879

Investment in Subsidiary
51,000
-
-

Investment in Associated Company
75,658
75,658
92,772

Investment
1,128,629
1,096,591
1,179,689

Loan receivables
13,495
12,918
14,680

Receivables
137,248
133,122
132,406

Cash and bank balances
1,425
5,290
1,433

Total general business and shareholders’ fund assets
1,412,521
1,329,716
1,428,859






LIABILITIES




Provision for outstanding claims
578,959
568,509
578,959

Payables
70,040
76,314
70,939

Taxation
164
2,024
168

Total general business and shareholders’ fund liabilities
649,163
646,847
650,066






Unearned Premium Reserves
213,618
176,556
213,618






FINANCED BY:-




Share Capital
194,299
194,195
194,299

Reserves
355,441
312,118
370,876


549,740
506,313
565,175

Total Liabilities & shareholders’ Funds
1,412,521
1,329,716
1,428,859

Net Tangible Assets (RM)
2.83
2.61
2.91

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2002

Condensed STATEMENT OF CHANGES IN EQUITY 

for the period ended MARCH 31, 2003


COMPANY


Share Capital

RM’000
RESERVES
Total

RM’000



Non-distributable Share Premium

RM’000
Distributable Retained

Profits

RM’000


Balance as at April 1, 2002
194,195
69,993
242,125
506,313

Exercise of Share Options
104
203
-
307

Net Profit for the Period
-
-
76,074
76,074

Dividends
-
-
(32,954)
(32,954)

Balance as at 31 March  2003
194,299
70,196
285,245
549,740

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2002

Condensed CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the period ended MARCH 31, 2003


GROUP


Share Capital

RM’000
RESERVES
Total

RM’000



Non-distributable Share Premium

RM’000
Distributable Retained

Profits

RM’000
Translation Reserve on Consolidation

RM’000


Balance as at April 1, 2002
194,195
69,993
242,125
-
506,313

Reserves Arising On Consolidation
-
-
(17,070)
38,342
21,272

Exercise of Share Options
104
203
-
-
307

Net Profit for the Period
-
-
70,237
-
70,237

Dividends
-
-
(32,954)
-
(32,954)

Balance as at 31 March 2003
194,299
70,196
262,338
38,342
565,175

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2002


Condensed CONSOLIDATED Cash Flow Statement


COMPANY
GROUP


12 months ended 

31-Mar-2003

RM’000
12 months ended 

31-Mar-2003

RM’000
12 months ended 

31-Mar-2003

RM’000

CASH FLOW FROM OPERATING ACTIVITIES




Profit before tax
92,486
61,679
86,653

Adjustment for:




Non-cash items
39,586
25,523
43,979

Non-operating items 
(72,105)
(112,800)
(123,183)

Profit from operation before changes in operating assets and liabilities
59,967
(25,598)
7,449

Net change in current assets
44,021
62,301
47,695

Net change in current liabilities
(23,000)
(6,493)
(22,099)

Net cash generated from operating activities
80,988
30,210
33,044






CASH FLOW FROM INVESTING ACTIVITIES




Subscription of shares in subsidiary
(51,000)
-
-

Purchase of property, plant & equipment 
(1,689)
(1,457)
(4,737)

Proceeds from disposal of property, plant & equipment
483
202
483

Net cash (used in)/generated from investing activities
(52,206)
(1,255)
(4,254)






CASH FLOW FROM FINANCING ACTIVITIES




Proceeds from issuance of share (ESOS)
307
-
307

Dividends paid
(32,954)
(25,168)
(32,954)

Net cash generated from financing activities
(32,647)
(25,168)
(32,647)






CASH AND BANK BALANCES




Net increase during the year
(3,865)
3,787
(3,856)

Cash and bank balances at the beginning of the period
5,290
1,503
5,290

Cash and bank balances at the end of the period
1,425
5,290
   1,433           

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2002

PART A – NOTES TO THE QUARTERLY FINANCIAL STATEMENTS

A1.
Basis of Preparation 


The interim financial report has been prepared in accordance with MASB 26 on “Interim Financial Reporting” and Paragraph 9.22 of the Listing Requirements of Kuala Lumpur Stock Exchange.  The figures have not been audited.

The interim financial report should be read in conjunction with the Company’s most recent audited financial statements for the year ended March 31, 2002.

The accounting policies and methods of computation adopted for the interim financial statements are consistent with those adopted for the annual financial statements for the year ended March 31, 2002 except for the following:

(i) 
adoption of MASB 11 “Consolidated Financial Statements and Investment in Subsidiaries”. The Company acquired a fully owned subsidiary, “Takaful             Ikhlas Sdn Bhd” (“TISB” or “the subsidiary”) on October 3, 2002 for RM2 (as mentioned in Notes A11 and B8) and as a result, prepared consolidated Group financial statements for the first time from the immediately preceding period ended December 31, 2002. The Group financial statements incorporate the results of the subsidiary and the associated company, mentioned in (ii) below; and

(ii) as a result of (i) above, the Company has also applied the requirements of  MASB 12 “Investment in Associates” in which it has accounted for the results of an associated company, Labuan Reinsurance (L) Ltd. (“Labuan Re” or “the associate”) on an equity accounting basis for the first time from the immediately preceding period ended December 31, 2002.  The Company has a 20% equity interest in Labuan Re. 

Prior to the acquisition of TISB, no consolidated Group financial statements were prepared and as such, the results of the associate were not equity accounted. Following the acquisition of TISB, the Group has applied the requirements of MASB 12 retrospectively by adjusting the Company’s retained earnings as at March 31, 2002 for its share of Labuan Re’s accumulated losses up to March 31, 2002. Correspondingly, the Group has accounted for its share of the associate’s losses for the twelve (12) months ended 31 March, 2003. This has been charged against the consolidated income statement in the current period. 

In addition, the Company has also accounted for its share of translation reserves arising on equity accounting of the associate amounting to RM38.342 million. The effects of the above are disclosed in both the condensed consolidated income statement and condensed consolidated statement of changes in equity.

No comparatives are available for the results of the Group as this is the first year consolidated financial statements are prepared.

The adoption of the above new standards will be applied as follows:

(i) The subsidiary is consolidated using the acquisition method of accounting. All intragroup transactions, balances and resulting unrealized gains are eliminated on consolidation and the consolidated financial statements reflect external transactions only. Unrealised losses, if any, are eliminated on consolidation unless costs cannot be recovered. 

(ii) Investments in associated companies are accounted for in the consolidated financial statements using the equity method of accounting based on the audited or management financial statements of the associated company. Unrealised gains or transactions between the Group and the associated company are eliminated to the extent of the Group’s interest in the associated company. Unrealised losses are eliminated unless costs cannot be recovered. 

A2.
Disclosure on Qualification of Audit Report 


The Audit Report on the Company’s preceding annual financial statements was not qualified.

A3.
Seasonal or Cyclical Factors

The operation of the Group is not affected by any seasonal factors.  On cyclical basis, the performance of the Group is directly correlated with the economic performance of the Country.

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

There was no unusual item affecting assets, liabilities, equity, net income or cash flows for the current quarter and financial year to date.

A5.
Changes In Estimates


There were no material changes in the estimates used in the preparation of this interim financial report.

A6.
Issuances, cancellations, repurchase, resale and repayments of debt and equity securities

During the current financial year to the date of this report, 104,000 new ordinary shares of RM1.00 each were issued under the Company's Employees Share Option Scheme (ESOS) at an issue price of RM2.95 each.

A7.
Dividend Paid

(i)
A final dividend of 12% / 12 sen less 28% tax for the financial year ended March 31, 2002 amounting to RM 16.788 million was paid on October 18, 2002.

(ii)
An interim dividend of 10% / 10 sen (6% less 28% tax and 4% tax-exempt dividend) amounting to RM16.16 million was declared on November 22, 2002 for the current financial year ending March 31, 2003 and paid on December 23, 2002.

A8.
Segmental Reporting


The Company is principally engaged in the underwriting of all classes of general reinsurance business.  No segmental information has been provided as the Company operates principally in Malaysia and in one major business segment.

A9.
Valuations of property, plant and equipment


The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statements except for a provision made for impairment losses amounting to RM135,000 made in accordance with MASB 23 “Impairment of Assets”. The said provision is made in respect of the Group’s investment properties.

.

A10.
Subsequent events
Significant subsequent events from March 31, 2003 to the date of this report are as follows:

(i)
Registration of TISB 


On April 21, 2003, the subsidiary, TISB obtained formal written approval from BNM for registration as a takaful operator under Section 8 of the Takaful Act, 1984 (as amended).

(ii)
Proposed acquisition of freehold property

On April 30, 2003, the Company entered into a conditional Sale & Purchase Agreement (“SPA”) with Mujur Menara Sdn. Bhd. (“MMSB”), a wholly-owned subsidiary of Tenggara Oil Berhad (“TOB”), to acquire a freehold property in Kuala Lumpur for a total consideration of RM29,000,000.


The Company has made a 10% deposit payment amounting to RM2,900,000 to the solicitors of MMSB, acting as stakeholders.


The completion of the acquisition would be subject to obtaining approvals from the following:

· Securities Commission (by MMSB)

· Shareholders of MMSB and TOB (by MMSB); and

· Foreign Investment Committee (by MNRB)

A11.
Changes in the Composition of the Group

As stated in note A1 and B8, the Company had, on October 3, 2002, acquired 100% of the issued and paid-up capital of TISB for a cash consideration of RM2.00.

The Company had also subsequently, on March 27, 2003, subscribed for an additional 50,999,998 ordinary shares of RM1.00 each in TISB for cash, thus increasing the issued and paid-up share capital of TISB to RM51,000,000, comprising 51,000,000 ordinary shares of RM1.00 each.

A12.
Contingent liabilities or Contingent Assets
There is no Contingent Liability or Asset as at the date of the issue of this report.  For the purpose of this paragraph, Contingent Liabilities or Assets do not include those arising from the contract of reinsurance.

PART B – ADDITIONAL INFORMATION REQUIRED BY THE

KLSE’S LISTING REQUIREMENTS

B1.
Review of Performance 


For the twelve (12) months period ended March 31, 2003, the Company recorded a revenue of RM840.108 million or 14.55% higher compared to RM733.369 million for the same period in the preceding year.  This was mainly due to the growth in gross premium written as a result of the market increase in premium rates and the increase in the Company's underwriting acceptance limits.

The Company’s net profit before tax increased by RM30.8million or 49.91% from RM61.7 million last year to RM92.5 million mainly due to better underwriting performance.  However, the Group’s net profit before tax was RM86.65 million after taking into account the pre-operating expenses of RM1.69 million in the subsidiary from October 3, 2002, and the share of losses of the associated company of RM4.16 million for the 12 months ended March 31, 2003. 

B2.
Review of Current Quarter Profitability Against Preceding Quarter

For the quarter ended March 31, 2003, the Company achieved a net profit before tax of RM28.45 million, 18.59% higher than RM23.99 million. This is mainly due to the improved underwriting results.

B3.
Current Year Prospects

The Directors are of the opinion that barring unforeseen circumstances, the Company’s performance in the current financial year ending March 31, 2004 is anticipated to be satisfactory. 

B4.
Explanatory Note for Variance from Profit Forecast


Not Applicable - no profit forecast was issued by the Group during the period.

B5.
Taxation


COMPANY
GROUP


Individual Quarter
Cumulative Quarter
Cumulative Quarter


3 months ended 31.3.2003

RM’000
3 months ended 31.3.2002

RM’000
12 months ended 31.3.2003

RM’000
12 months ended 31.3.2002

RM’000
3 months ended 31.3.2003

RM’000
12 months ended 31.3.2002

RM’000

[image: image1.png]Profit before tax 
25,866
(926)
92,486
61,679
26,163
86,654

Income tax:







(Write-back)/Current tax charge
(2,588)
4,900
16,412
4,272
(2,583)
16,417

Under/(over) provision in prior years

-
-
-
-
-
-

Profit after tax 
28,454
5,826
76,074
57,407
28,746
70,237

Effective tax rate
(10.01%)
(529.16%)
17.75%
6.93%
(9.87%)
18.95%


The effective tax rate for the Company’s profits for the current and previous periods is lower than the statutory tax rate mainly due to the write-back of provision for diminution in value of investments which are not taxable in both years.
B6.
Profit/(Loss) on sale of unquoted investments and/or properties


Not applicable – there was no sale of unquoted investments and/or properties during the quarter.

B7.
Quoted Securities

Being a reinsurance company whose activities are regulated by the Insurance Act, 1996 and are subject to supervision by Bank Negara Malaysia, the particulars of investment in quoted securities or any purchase or disposal of quoted securities are not required.

B8.
Status of Corporate Proposals

(i) Subsequent to the acquisition of the entire issued and paid-up share capital of TISB on October 3, 2002 comprising 2 ordinary shares of RM1.00 each, for a cash consideration of RM2.00, the Company had on March 27, 2003 subscribed for an additional 50,999,998 ordinary shares of RM1.00 each in TISB for cash, thus increasing the issued and paid-up share capital of TISB to RM 51,000,000, comprising 51,000,000 ordinary shares of RM1.00 each


As mentioned A10 (i), TISB obtained formal written approval from BNM for registration as a takaful operator under Section 8 of the Takaful Act, 1984 (as amended) on April 21, 2003.

(ii) On November 22, 2002, the Company announced a proposed new Employee Share Option Scheme (“ESOS”) for the benefit of the eligible employees and executive directors of the Company and its participating subsidiaries conditional upon the approvals of the Securities Commission (“SC”), Kuala Lumpur Stock Exchange (“KLSE”) and the shareholders of the Company at an Extraordinary General Meeting to be convened.  

Subsequent to the above announcement, on February 27, 2003, approval of the ESOS had been obtained from SC. The proposed ESOS is now conditional on approval being obtained from the shareholders of the Company at an Extraordinary General Meeting to be convened on May 22, 2003.


There are no other pending corporate proposals.

B9.
Borrowings / debt securities

There were no borrowings or debt securities as at the end of the reporting period 

B10.
Off Balance Sheet Financial Instruments


There were no financial instruments with material off balance sheet risk as at the date of the issue of this quarterly report.

B11.
Material Litigations

There was no pending material litigation since the last annual balance sheet date up to the date of issue of this quarterly report.

B12.
Dividends 

(a) (i)
The Board of Directors, at its meeting held on May 9, 2003, had recommended a final dividend in respect of the financial year ended March 31, 2003, subject to approval by the shareholders at the forthcoming Annual General Meeting; 

(ii)
The percentage / amount per share: 15%/15 sen (10% less 28% tax and 5% Tax-Exempt);

(iii) The previous corresponding period: 12%/12 sen less 28% tax. 

(iv)
The dividend payment and the book closure dates for the above dividend will be announced at a later date.

(b) Total dividend paid and declared for the current financial year to date are as follows:

(i)
In respect of Final Dividend for the financial year ended March 31, 2002 

12% / 12 sen less 28% income tax (paid on October 18, 2002)


(ii)
In respect of Interim Dividend for the current financial year
10% /10 sen [6% less 28% income tax and 4% tax-exempt] (paid on December 23, 2002)

B13.
Earning Per Share (EPS)

Basic EPS

The basic EPS of the Company is calculated by dividing the net profit for the period by the weighted average number of ordinary shares in issue during the period.

COMPANY
GROUP


3 months ended
12 months ended
3 months ended
12 months ended


31/3/2003
31/3/2002
31/3/2003
31/3/2002
31/3/2003
31/3/2003

Net profit / (Loss) for the period (RM’000)
28,454
(5,826)
76,074
57,407
28,746
70,237

Weighted average number of ordinary shares in issue (’000)
194,299
194,194
194,265
194,194
194,299
194,265

Basic earnings per share (sen)
14.64
(3.00)
39.16
29.56
14.79
36.16

Diluted EPS

As the ESOS had expired on February 12, 2003, there is no dilutive effect on the basic EPS of the Company as at March 31, 2003. 

By Order of the Board

NORAZMAN HASHIM

Company Secretary

Kuala Lumpur

May 9, 2003
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