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MALAYSIAN NATIONAL REINSURANCE BERHAD

(COMPANY NO. 13487-A)

INTERIM FINANCIAL REPORT

FOR THE PERIOD ENDED JUNE 30, 2003

(The figures have not been audited)

Condensed CONSOLIDATED Income Statement


COMPANY
GROUP


Individual and Cumulative Period
Individual and Cumulative

Period

 
3 months ended

30-June-2003

RM’000
3 months ended

30-June-2002

RM’000
3 months ended

30-June-2003

RM’000






Operating revenue
185,308
227,759
185,714






Surplus / (Deficit) from:-




· Shareholders’ Fund Account
(164)
(38)
(2,271)

· General Insurance Revenue Account
24,431
29,095
24,431

Share of profits of an associate company
-
-
6,100

Profit Before Tax
24,267
29,057
28,260

Taxation
(3,410)
(3,100)
(3,410)

Share of taxation of an associate company
-
-
-

Net Profit / (Loss) for the period
20,857
25,957
24,850

Earnings per share (sen):-




· Basic

· Diluted*
10.73

-
13.36

13.34
12.79

-

*   Please refer to note B13 on page 14


The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2003

CONDENSED CONSOLIDATED BALANCE SHEET AS AT JUNE 30, 2003


COMPANY
GROUP


As At 30 June

2003

(Unaudited)

RM’000
As At 31 March

2003

(Audited)

RM’000
As At 30 June

2003

(Unaudited)

RM’000
As At 31 March

2003

(Audited)

RM’000

ASSETS





Property, Plant and Equipment
4,742
5,066
10,481
7,879

Investment in Subsidiary
51,000
51,000
-
-

Investment in Associated Company
75,658
75,658
98,872
92,772

Investment
1,158,889
1,127,839
1,200,337
1,178,899

Loan receivables
13,569
13,494
28,187
14,679

Receivables
134,416
138,007
116,696
133,165

Cash and bank balances
1,988
1,426
6,995
1,434

Total general business and shareholders’ fund assets
1,440,262
1,412,490
1,461,568
1,428,828







LIABILITIES





Provision for outstanding claims
594,958
578,958
594,958
578,958

Payables
56,683
70,040
58,562
70,939

Taxation
520
164
520
168

Total general business and shareholders’ fund liabilities
652,161
649,162
654,040
650,065







Unearned Premium Reserves
217,607
213,619
217,607
213,619







FINANCED BY:-





Share Capital
194,299
194,299
194,299
194,299

Reserves
376,195
355,410
395,622
370,845


570,494
549,709
589,921
565,144

Total liabilities & shareholders’ funds
1,440,262
1,412,490
1,461,568
1,428,828

Net Tangible Assets/Share (RM)
2.94
2.83
3.04
2.91

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2003

Condensed STATEMENT OF CHANGES IN EQUITY 

for the period ended JUNE 30, 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, 2003
194,299
70,196
285,215
549,710

Preliminary expenses – 

  New ESOS
                       -
(73)
-
(73)

Net Profit for the Period
-
-
20,857
20,857

Balance as at June 30, 2003
194,299
70,123
306,072
570,494

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2003

Condensed STATEMENT OF CHANGES IN EQUITY 

for the period ended JUNE 30, 2002


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
62
121
-
183

Net Profit for the Period
-
-
25,957
25,957

Balance as at June 30, 2002
194,257
70,114
268,082
532,453

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2003

Condensed CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

for the period ended JUNE 30, 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, 2003
194,299
70,196
262,307
38,342
565,144

Preliminary expenses – 

   New ESOS
-
(73)
-
-
(73)

Net Profit for the Period
-
-
24,850
-
24,850

Balance as at June 30, 2003
194,299
70,123
287,157
38,342
589,921

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2003


Condensed CONSOLIDATED Cash Flow Statement


COMPANY
GROUP


3 months ended 

30-June-2003

RM’000
3 months ended 

30-June-2002

RM’000
3 months ended 

30-June-2003

RM’000

CASH FLOW FROM OPERATING ACTIVITIES




Profit before tax
24,267
29,057
28,260

Adjustment for:




Non-cash items
(24,030)
(30,247)
(24,217)

Non-operating items 
-
-
(6,100)

Profit from operation before changes in operating assets and liabilities
237
(1,190)
(2,057)

Net change in current assets
(2,188)
(49,341)
7,270

Net change in current liabilities
2,881
53,001
3,861

Net cash generated from operating activities
930
2,470
9,074






CASH FLOW FROM INVESTING ACTIVITIES




Purchase of property, plant & equipment 
(305)
(997)
(3,450)

Proceeds from disposal of property, plant & equipment
10
359
10

Net cash (used in)/generated from investing activities
(295)
(638)
(3,440)






CASH FLOW FROM FINANCING ACTIVITIES




Proceeds from issuance of share (ESOS)
-
183
-

ESOS related costs
(73)
-
(73)

Net cash generated from financing activities
(73)
183
(73)






CASH AND BANK BALANCES




Net increase during the year
562
2,015
5,561

Cash and bank balances at the beginning of the period
1,426
5,290
1,434

Cash and bank balances at the end of the period
1,988
7,305
6,995

The Condensed Financial Statements are to be read in conjunction with

the Annual Financial Report for the year ended March 31, 2003

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 Group’s most recent audited financial statements for the year ended March 31, 2003.

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, 2003. 

No comparatives are available for the results of the Group as this is the first year consolidated financial statements are prepared. As such, the interim financial statements of the individual and cumulative periods for the current and comparative periods of the Company are still shown in addition to the interim financial statements of the Group of the current quarter.

A2.
Disclosure on Qualification of Audit Report 


The Audit Report on the Group’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.  With regards to cyclical factors, 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 financial year to date.

A5.
Changes In Estimates


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

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

There were no issuances, cancellations, repurchase, resale and repayments of debt and equity securities during the current financial year to date.

A7.
Dividend Paid

No dividends were paid during the current financial year to date.

A8.
Segmental Reporting


The Group is principally engaged in the underwriting of all classes of general reinsurance, general takaful and family takaful businesses. No segmental information has been provided at this juncture as the Group’s result for the current financial year to date are mainly represented by the Company’s results. This is due to the fact that Takaful Ikhlas Sdn. Bhd. (“TISB”), the subsidiary company, only commenced its activity of underwriting general and family takaful businesses subsequent to the end of the reporting period. 

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.

.

A10.
Subsequent Event
Significant subsequent events from June 30, 2003 to the date of this report are as follows:

(i)
Commencement of business by TISB

On July 2, 2003, TISB, the subsidiary company, commenced its business of underwriting general and family takaful businesses.

(ii) Approval of final dividend
Approval from the shareholders for the final dividend in respect of the financial year ended March 31, 2003 of 15%/15 sen (comprising 10% less 28% tax and 5% Tax-Exempt) had been obtained at the Company’s 30th Annual General Meeting held on July 30, 2003.

A11.
Changes in the Composition of the Group

There were no changes in the composition of the Group during the current financial year to date.

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 three (3) months period ended June 30, 2003, the Company recorded a revenue of RM185.3 million, 18.64% lower than RM227.8 million for the same period in the preceding year.  This was mainly due to the 19.4% reduction in the gross premium written from RM217.7 million to RM174.7 million due to the downward revision in the market cessions rates arising from the implementation of the new levels of Voluntary Cessions (VC) which came into effect from January 1, 2003.


The Earned Premium however, increased by 8.3% from RM119.7 million to RM129.6 million.  This was due to the removal of the retrocessions on VC with effect from January 1, 2003 and the lower provision required for the Unearned Premium Reserves due to the reduction in premiums.


Despite the higher Earned Premium Income, the Company’s Profit Before Tax reduced to RM24.3 million, 16.5% lower from RM29.1 million recorded in the same period last year.  This was due to the lower write-back from the provisions previously made for diminution in the value of investments.


At the Group level, the Net Profit Before Tax for the 3-months period ended June 30, 2003 was RM28.3 million.  As mentioned under paragraph A1 above, the comparative figure for the period ended June 30, 2002 was not available.

B2.
Review of Current Quarter Profitability Against Preceding Quarter


The RM185.3 million revenue for the quarter ended June 30, 2003 was 3% lower than RM191.1 million recorded in the 3 months period ended March 31, 2003.  Consequently, the Company’s Net Profit Before Tax reduced slightly from RM25.8 million for the 3 months ended March 31, 2003 to RM24.3 million in the current quarter.  The above were attributable to the downward revision in market cessions rates and the lower write-back from the provisions previously made for diminution in the value of investments as explained under paragraph B1 above.


At the Group level, the Net Profit Before Tax increased from RM26.2 million recorded in the 3-months period ended March 31, 2003 to RM28.3 million in the current quarter.  This was mainly due to the improved performance reported by the associated company, Labuan Reinsurance (L) Ltd, during the quarter under review.

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 and Cumulative period
Individual and Cumulative period


3 months ended

30-June-2003

RM’000
3 months ended

30-June-2003

RM’000
3 months ended

30-June-2003

RM’000

[image: image1.png]Profit before tax 
24,267
29,057
28,260

Income tax:




Current tax charge
(3,410)
(3,100)
(3,410)

Under/(over) provision in prior years

-
-
-

Profit after tax 
20,857
25,957
24,850

Effective tax rate
14.05%
10.67%
12.07%

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 periods.
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) As mentioned in A10 (i), TISB, the subsidiary company, commenced its business of underwriting general and family takaful businesses on July 2, 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;

(a) on February 27, 2003, approval of the ESOS had been obtained from SC; and  

(b) on May 22, 2003, approval of the ESOS had been obtained from the shareholders of the Company at an Extraordinary General Meeting convened on May 22, 2003. 


Apart from the above, 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 had, on July 15, 2003, announced a final dividend in respect of the financial year ended March 31, 2003, subject to approval being obtained from the shareholders at the Company’s 30th Annual General Meeting held on July 30, 2003; 

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

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

(iv)
The book closure and dividend payment dates for the above dividend were on August 5, 2003 and August 15, 2003 respectively.

(b) There are no other dividends paid and declared for the current financial year to date.

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


Individual and Cumulative period
Individual and Cumulative period


3 months ended

30-June-2003

RM’000
3 months ended

30-June-2002

RM’000
3 months ended

30-June-2003

RM’000

Net profit / (Loss) for the period (RM’000)
20.857
25,957
24,850

Weighted average number of ordinary shares in issue (’000)
194,299
194,230
194,299

Basic earnings per share (sen)
10.73
13.36
12.79

Diluted EPS

As the previous ESOS had expired on February 12, 2003, there was no dilutive effect on the basic EPS of the Company as at June 30, 2003. As at June 30, 2003, offer for the new ESOS, as approved by the shareholders at the Extraordinary General Meeting held on May 22, 2003, has not been made.

By Order of the Board

NORAZMAN HASHIM

Company Secretary

Kuala Lumpur

August 22, 2003
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