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Directors’ report for the year ended 31 December 2015

The Directors have pleasure in submitting their report and the audited financial statements
of the Company for the financial year ended 31 December 2015.

Principal activities

The Company is principally engaged in managing of General Takaful and Family Takaful
businesses. There has been no significant change in the nature of these activities during the
financial year.

Results
RM’000

Profit for the year attributable to owners of the Company 11,885

Reserves and provisions

There were no material transfers to or from reserves and provisions during the financial year
under review.

Dividend

No dividend was paid during the financial year and the Directors do not recommend any
dividend to be paid for the financial year under review.

Directors of the Company
Directors who served since the date of the last report are:

Datuk Haron bin Siraj

Kasim bin Zakaria

Harpal Karlcut (resigned on 2 May 2015)

Sazaliza bin Zainuddin

Lim Eng Seong

Ian Keith Moore (appointed on 29 April 2015)

K . Vithyatharan A/L V Karunakaran (appointed on 6 May 2015)
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Directors’ interests in shares

The interests and deemed interests in the ordinary shares and options over shares of the
Company and of its related corporations of those who were Directors at financial year end
(including the interests of the spouses or children of the Directors who themselves are not
Directors of the Company) as recorded in the Register of Directors’ Shareholdings are as

follows;

HSBC Holdings plc
Oridnary shares of USD0.50
Lim Eng Seong
[an Keith Moore

HSBC Holdings ple
HSBC Share Plan

Lim Eng Seong

Number of ordinary shares

Balance Balance at
at 1.1.2015/ Bought Sold 31.12.2015
Date of
appointment
32,182 7,295 - 39.477
11,728 645 - 12,373
Number of ordinary shares
Shares held  Shares issued Shares Shares
at1.1.2015 during the  Vested during held at
year the year 31.12.2015
10,847 6,928 {(4,083) 13,692

None of the other Directors holding office at 31 December 2015 had any interest in the
ordinary shares and options over shares of the Company and of its related corporations

during the financial year.
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Directors’ benefits

Since the end of the previous financial year, no Director of the Company has received nor
become entitled to receive any benefit (other than a benefit included in the aggregate
amount of emoluments received or due and receivable by Directors as shown in the financial
statements or the fixed salary of a full time employee of the Company or of related
corporations) by reason of a contract made by the Company or a related corporation with the
Director or with a firm of which the Director is a2 member, or with a company in which the
Director has a substantial financial interest.

There were no arrangements to which the Company is a party during and at the end of the
financial year which had the objective of enabling the Directors to acquire benefits by
means of the acquisition of shares in, or debentures of, the Company or any other body
corporate, except for:

(i) Directors who were granted the option to subscribe for shares in the ultimate holding
company, HSBC Holdings ple, under Executive/Savings-Related Share Option
Schemes at prices and terms as determined by the schemes, and

(ii) Directors who were conditionally awarded shares of the ultimate holding company,
HSBC Holdings plc, under its Restricted Share Plan/HSBC Share Plan.

Issue of shares and debentures

There were no changes in the authorised, issued and paid-up capital of the Company during
the financial year.

Options granted over unissued shares

No options were granted to any person to take up unissued shares of the Company during
the financial year.

Corporate governance

The Company complied with all the prescriptive requirements of, and adopts management
practices that are consistent with the principles prescribed under BNM/RH/GL/004-1:
Guidelines on Directorship for Takaful Operators and BNM/RH/GL/003-2 Prudential
Framework of Corporate Governance for Insurers issued by Bank Negara Malaysia, and the
principles of Shariah.
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Corporate governance (continued)

Risk Management Framework

The primary objective of the Company’s risk management framework is to protect the
Company from events that hinder the sustainable achievement of financial performance
objectives. The framework covers identified risks to which the Company is exposed namely
takaful risk, operational risk, market risk, credit risk, liquidity risk and other industry
specific risks. Management recognises the critical importance of having efficient and
cffective risk management systems in place.The Company has established a risk
management function with clear terms of reference from the Board of Directors, its
committees and associated executive management committees. This is supplemented by a
clear organisation structure with documented delegated authorities and responsibilities to
Executive Management Committees and senior managers. The Shariah Committee is
entrusted by the Board to ensure that the Company’s operations and products offered are in
accordance with the Shariah. All matters which require the Shariah Committee opinion and
decision are deliberated by the Shariah Committee members at Shariah Committee meetings
with the attendance of the Management and representatives from the Shariah Department.

(i) Risk governance framework

The Risk Management Committee is a delegated function of the Board of Directors
and consist of members of the Board and Senior Management of the Company. The
objective of the Risk Management Committee is to oversee the Company’s
management objectives in managing the risks and that the risk management process is
functioning properly. Two committees report to the Risk Management Committee,
these are Asset and Liability Committee and Risk Committee. The scope and
responsibilities of these two committees are described below.

a)  Asset and Liability Committee

The Asset and Liability Committee (“ALCO”) consists of Senior Management of
the Company and is responsible for asset liability management. The Company
establishes target asset portfolios for each of its participants’ risk funds and its
Takaful Operator’s fund, taking into account yield, duration, market risk,
liquidity needs, asset concentration and credit quality. The estimates and
assumptions used in determining amounts and timing of future cash flows, to or
on behalf of participants for takaful liabilities that are based on projections of in-
force certificates block and new business are regularly re-evaluated, Many of
these estimates and assumptions are inherently subjective and could impact the
Company’s ability to achieve its asset/liability management goals and objectives.
The goal of the investments process is to achieve the target level of investment
return with minimum volatility by actively managing the Company’s assets. The
ALCO will review on a quarterly basis the investment results and monitor
performance against the Company’s documented investment policy.

The Market and Liquidity Risk Committee of HSBC Insurance (Asia Pacific)
Holdings Limited reviews and approves target portfolios on a periodic basis and
establishes investment guidelines and limits, and provides oversight of the asset
liability management process.
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Corporate governance (continued)

Risk Management Framework (continued)

(@

Risk governance framework (continued)
b)  Risk Committee

The objective of the Risk Committee is to assist the Risk Management
Committee in overseeing the management of risks faced by the business, The
committee oversees the enterprise-wide risk management framework, receives
reports from the subsidiary risk meetings/forums, reviews the Company’s risk
management policies and practices and the links between risk categories, and
ensures there is an effective framework which enables risks to be assessed and
managed in a manner that appropriately balances risk and reward. The Risk
Committee’s responsibilities extend to all risks to which the Insurance business is
exposed, including Takaful Risk, Market Risk, Credit Risk, Operational Risk,
Compliance and Reputational Risk.

Other statutory information

Before the financial statements of the Company were made out, the Directors took
reasonable steps to ascertain that:

i)

i)

iii)

all known bad debts have been written off and adequate provision made for doubtful
debts;

all current assets which were unlikely to be realised in the ordinary course of business
have been written down to an amount which they might be expected so to realise; and

there is adequate provision for incurred claims, including Incurred But Not Reported
(“IBNR”) claims.

At the date of this report, the Directors are not aware of any circumstances:

i)

that would render the amount written off for bad debts, or the amount of the provision
for doubtful debts in the Company inadequate to any substantial extent, or

that would render the value attributed to the current assets in the financial statements
of the Company misleading, or

which have arisen which render adherence to the existing method of valuation of
assets or liabilities of the Company misleading or inappropriate, or

not otherwise dealt with in this report or the financial statements, that would render
any amount stated in the financial statements of the Company misleading, or

that would render the provision for incurred claims, including IBNR, inadequate to
any substantial extent.
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Other statutory information (continued)
At the date of this report, there does not exist:

i)  any charge on the assets of the Company that has arisen since the end of the financial
year and which secures the liabilities of any other person, or

ii) any contingent liability in respect of the Company that has arisen since the end of the
financial year.

No contingent liability or other liability of the Company has become enforceable, or is
likely to become enforceable within the period of twelve months after the end of the
financial year which, in the opinion of the Directors, will or may substantially affect the
ability of the Company to meet its obligations as and when they fall due.

In the opinion of the Directors, the financial performance of the Company for the financial
year ended 31 December 2015 has not been substantially affected by any item, transaction
or event of a material and unusual nature nor has any such item, transaction or event
occurred in the interval between the end of that financial year and the date of this report.

Auditors

The accounts for the financial year ended 31 December 2015 has been audited by
PricewaterhouseCoopers (“PwC”). A resolution to re-appoint PwC as auditor of the
Company will be proposed at the forthcoming Annual General Meeting.

Signed on behalf of the Board of Directors in accordance with a resolution of the Directors:

Kasim bin Zakaria

Wyl

K . Vithyathayan A/L V Karunakaran

Kuala Lumpur, Malaysia

Date: 16 March 2016



HSBC Amanah Takaful (Malaysia) Berhad

(Company No. 731530-M)
(Incorporated in Malaysia)

Statement of financial position as at 31 December 2015

Assets
Plant and equipment
Intangible assets
Investment assets
Retakaful assets
Current tax assets
Financing receivables,
excluding takaful
receivables
Takaful receivables
Deferred tax assets
Cash and cash equivalents

Total assets

Shareholders’ equity

Share capital

Retained earnings

Available-for-sale assets fair
value reserves

Total equity

Liabilities

Takaful contract liabilities
Expense reserves

Takaful payables

Other payables

Current tax liabilities
Deferred tax liabilities
Amount due to shareholders

Total liabilities
Total equity and liabilities

11
11

11

12
13
14
15

/ 31.12.2015 /
General Family
Takaful Takaful Takaful
Note Operator Fund Fund Company
RM’000 RM’000 RM’000 RM’000
360 - - 360
17,840 - - 17,840
144,872 50,113 952,046 1,147,031
- 43,158 39,391 82,549
5,475 - - 2,825
45,211 792 7,251 38,174
- 7,513 5,460 12,973
2,258 408 836 3,502
3,074 4,549 43,604 51,227
219,090 106,533 1,048,588 1,356,481
100,000 - - 100,000
18,467 - - 18,467
(128) - - (128)
118,339 - - 118,339
- 94,288 1,012,782 1,107,070
50,644 - - 50,644
1,515 4,518 12,965 18,998
21,592 7,727 20,191 34,430
- - 2,650 -
27,000 - - 27,000
100,751 106,533 1,048,588 1,238,142
219,090 106,533 1,048,588 1,356,481
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Statement of financial position as at 31 December 2015

(continued)

Assets
Plant and equipment
Intangible assets
Investment assets
Retakaful assets
Current tax assets
Financing receivables,
excluding takaful
receivables
Takaful receivables
Deferred tax assets
Cash and cash equivalents

Total assets

Shareholders’ equity

Share capital

Retained earnings

Available-for-sale assets fair
value reserves

Total equity

Liabilities

Takaful contract liabilities
Expense reserves

Takaful payables

Other payables

Current tax liabilities
Deferred tax liabilities
Amount due to shareholders

Total Habilities
Total equity and liabilities

s SRV R T

(=R e e N |

i1
11
11

12
13
14
15

/ 31.12.2014 /

General Family

Takaful Takaful Takaful
Note Operator Fund Fund Company
RM’000 RM’000 RM’000 RM’000
510 - - 510
11,995 - - 11,995
133,890 45,228 880,008 1,059,126
- 41,844 36,374 78,218
5,734 - - 3,691
42,858 397 6,404 38,066
- 6,226 29,362 35,588
- 20 536 -
10,083 2,727 52,930 65,740
205,070 96,442 1,005,614 1,292,934
100,000 - - 100,000
6,582 - - 6,582
(227) - - (227)
106355 o n 106355
- 91,699 954,733 1,046,432
50,574 - - 50,574
2,355 2,770 31,225 36,350
16,546 1,973 17,613 24,539
- - 2,043 -
2,240 - - 1,684
27,000 - - 27,000
98715 ! 96,442 1,005,614 1,186,579
205,070 96,442 1,005,614 1,292,934

The accompanying Notes on pages 15 to 114 form an integral part of the financial

statements.



HSBC Amanah Takaful (Malaysia) Berhad

(Company No. 731530-M)
(Incorporated in Malaysia)

Statement of profit or loss and other comprehensive
income for the year ended 31 December 2015

Operating revenue
Takaful Operator income

Gross contributions

Contributions ceded to
retakaful

Changes in unearned
contribution reserves

Net earned contributions

Gross benefits and claims
paid

Claims ceded to retakaful

Gross changes in claims
liabilities

Changes in claims liabilities
ceded to retakaful

Net benefits and claims

Investment income

Realised loss

Fee and commission income
(Reversal of)/allowance for
impairment

Other income

Wakalah fees

Commission paid

Expense reserves

Fair value losses (unrealised}
Management expenses

Other expenses

Other expenses

/ 31.12.2015 {
General Family
Takaful Takaful Takaful
Note Operator Fund Fund Company
RM’000 RM*000 RM’000 RM’000
18 68,493 56,774 229,770 296,957
L INS25 et e o
19 - 54,930 205,451 260,381
19 - (5,852) (30,175) (36,027)
19 - (1,356) - (1,356)
T, LATT22 175276 222,998
- (19,114) (136,590) (155,704)
- 9,293 24,538 33,831
- 962 1,766 2,728
- 3,636 (1,199) 2,437
T (5,223) _(111,485) (116,708)
20 7,147 1,844 24,319 36,576
(605) - (110) (715)
21 5,133 - 2,013 2,061
- (836) 41 (794)
L AL6TS L,oos . 26263 37,128
- (31,168) (30,178) -
(20,358) - - (20,358)
(70) - - (70)
- - (3,918) (3,918)
22 (46,739) - - (46,739)
(980) {791) {2,932) (1,973)
(68,147) (31,959)  (37,028) __ (73,058)



Company No.731530-M

Statement of profit or loss and other comprehensive

income for the year ended 31 December 2015 (continued)

/ 31.12.2015 /
General Family
Takaful Takaful Takaful
Note Operator Fund Fund Company
RM’000 RM’000 RM*000 RM’000
Total profit for the year/Net
underwriting surplus from
operations 15,053 11,548 53,026 69,448
Surplus attributable to
participants’ risk fund - (5,082) (4,762) (9,844)
Surplus attributable to
Takaful Operator - (5,082) (5,097) -
Net surplus retained in
takaful funds - (1,129) (42,845) (43,974)
Profit/surplus before zakat
and faxaton 15053 255 . 322 15,630
Zakat (333) - - (333}
Taxation 23 (2,835) (255) (322) (3,412)
Profit for the year
attributable to owners of
the Company 1885 S - 11,885
Other comprehensive
income/(expenses)
Fair value of available-for-
sale financial assets
- (Losses)/gains arising
during the year 132 41 (200) 27
Tax effect therecon (33) (10) 16 27
Other comprehensive income
attributable to Takaful
Operator/change in
participants’ liabilities - (31) 184 153
Total other comprehensive
income for theyear = %% - - 99
Total comprehensive income
for the year attributable to
owners of the Company 11,984 - - 11,984
The accompanying Notes on pages 15 to 114 form an integral part of the financial

statements.
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Statement of profit or loss and other comprehensive
income for the year ended 31 December 2015 (continued)

f 31.12.2014 /
General Family
Takaful Takaful Takaful
Note Operator Fund Fund Company
RM*000 RM’000 RM?*000 RM’000
Operating revenue 18 87,575 62,394 278,647 350,393
Takaful Operator income 8504 - - -
Gross contributions 19 - 60,819 263,840 324,659
Contributions ceded to
retakaful 19 - (9,031) {40,537) (49,568)
Changes in unearmed
contribution reserves 19 - (2,474) - (2,474)
Net earned contributions T 89314 223303 272,617
Gross benefits and claims
paid - (11,875) (134,939) (146,814)
Claims ceded to retakaful - 4,493 23,485 27,978
Gross changes in claims
liabilities - (17,584) (4,128) (21,712)
Changes 1n claims liabilities
ceded to retakaful - 10,003 3,749 13,752
Net benefits and claims o (14963)  (111,833)  (126,796)
Investment income 20 6,460 1,575 14,807 25,734
Realised gains - - 2,969 2,969
Fee and commission income 21 4,551 - 1,155 1,381
Reversal of impairment - - 42 42
Other income O 15T 18,973 30,126
Wakalah fees - (34,022) (47,093) -
Commission paid (25,794) - - (25,794)
Expense reserves (14,646) - - (14,646)
Fair value losses (unrealised) - - (9,129) (9,129}
Management expenses 22 (43,963) - - (43,963)
Impairment of receivable - (93) - (93)
Other expenses (1,360) (1,610) (806) (3,776)

Other expenses (85,763) (35,725) . (57,028) (95,968)
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12

Statement of profit or loss and other comprehensive
income for the year ended 31 December 2015 (continued)

Total profit for the year/Net
underwriting surplus from
operations

Surplus attributable to
participants’ risk fund

Surplus attributable to
Takaful Operator

Net surplus retained in
takaful funds

Surplus/(deficit) before zakat
and taxation

Zakat

Taxation 23

Profit for the year
attributable to owners of
the Company

Other comprehensive
income/(expenses)

Fair value of available-for-
sale financial assets
- (Losses)/gains arising
during the year

Tax effect thereon

~ Other comprehensive income
attributable to Takaful
Operator/change in
participants’ liabilities

Total other comprehensive
income for the year

Total comprehensive income
for the year attributable to

f 31.12.2014 /
General Family
Takaful Takaful Takaful
Note Operator Fund Fund Company
RM’000 RM’*000 RM?000 RM’000
10,752 201 73,415 79,979
- - (3,449) (3,449)
- - (4,389) -
- (201) {66,080) (66,281)
LAz (03) 10,249
(476) - - (476)
(6,611) - 503 (6,108)
3865 o T e 3,605
(85) 70) 1,515 1,360
21 17 (121) (83)
- 53 (1,394) (1,341)
__________ ©4). s (64
3,601 - - 3,601

owners of the Company

The accompanying Notes on pages 15 to 114 form an integral part of the financial

statements.



HSBC Amanah Takaful (Malaysia) Berhad
(Company No. 731530-M)
(Incorporated in Malaysia)

Statement of changes in equity for the year ended

31 December 2015
[----- Non-distributable ----- / Distributable
Available-for-
sale financial (Accumulated
assets (“AFS™) losses)/
Share fair value Retained
capital reserves earnings Total
RM’000 RM’000 RM’000 RM?*000

At 1 January 2014 100,000 (163) 2917 102,754
Fair value of AFS financial assets - (64) - (64)
Total other comprehensive income

for the year - (64) - (64)
Profit for the year - - 3,665 3,665
Total comprehensive income

for the year - (64) 3,665 3,601
At 31 December 2014/1 January 2015 100,000 (227) 6,582 106,355
Fair value of AFS financial assets - 99 - 99
Total other comprehensive income

for the year - 99 - 99
Profit for the year - - 11,885 11,885
Total comprehensive income

for the year - 09 11,885 11,984
At 31 December 2015 100,000 (128) 18,467 118,339

Note 11.1 Note 11.2 Note 11.3

The accompanying Notes on pages 15 to 114 form an integral part of the financial
statements.




HSBC Amanah Takaful (Malaysia) Berhad

(Company No.731530-M)
(Incorporated in Malaysia)

Statement of cash flows for the year ended

14

31 December 2015
Company
2015 2014
RM’000 RM*000

Cash flows from operating activities

Cash generated from operations (Note 24) 49,089 66,716

Income tax paid (7,749) (10,625)

Net cash from operating activities 41,340 56,091
Cash flows from investing activities

Acquisition of plant and equipment an -

Acquisition of intangible assets (10,015) (3.546)

Acquisition of investments (208,732) (246,667)

Proceeds from disposal of investments 36,800 55,388

Proceeds from maturities of investments 79,447 75,000

Proceeds from disposal of plant and equipment 1 -

Profit from fixed deposits placed with

licensed Islamic financial institutions 1,719 1,534

Profit from government guaranteed sukuk 8,877 7,480

Profit from government investment issues 4,273 3,426

Profit from corporate debt securities 18,886 17,653

Dividend received from quoted equity securities 12,902 5,930

Net cash used in investing activities _(55,853)  (83,802)
Net decrease in cash and cash equivalents (14,513) (27,711)
Cash and cash equivalents at 1 January 65,740 93,451
Cash and cash equivalents at 31 December 51,227 65,740

Cash and cash equivalents

Cash and cash equivalents included in the statement of cash flows comprise the following
statement of financial position amounts:

Note 2015 2014
RM*000 RM’000
Fixed deposits with licensed Islamic financial institutions 10 3,010 51,440
Cash and bank balances 10 48,217 14,300
51,227 65,740

The accompanying Notes on pages 15 to 114 form an integral part of the financial
statements.



HSBC Amanah Takaful (Malaysia) Berhad
(Company No. 731530-M)
(Incorporated in Malaysia)

Notes to the financial statements

HSBC Amanah Takaful (Malaysia) Berhad is a public limited liability company,
mcorporated and domiciled in Malaysia. The addresses of the principal place of business
and registered office of the Company are as follows:

Principal place of business Registered office

8" - 9 Floor, North Tower 10" Floor, North Tower

No. 2, Leboh Ampang No. 2, Leboh Ampang

50100 Kuala Lumpur, Malaysia 50100 Kuala Lumpur, Malaysia

The Company is principally engaged in managing of General Takaful and Family Takaful
businesses. There have been no significant changes in the nature of these activities during
the financial year.

The immediate holding company is HSBC Insurance (Asia Pacific) Holdings Ltd., a
company incorporated in Hong Kong. The ultimate holding company is HSBC Holdings
plc, a company incorporated in the United Kingdom.

These financial statements were authorised by the Board of Directors on 16 March 2016.

1. Basis of preparation

(a) Statement of compliance

The financial statements of the Company have been prepared in accordance with
the Malaysian Financial Reporting Standards (“MFRS”), International Financial
Reporting Standards (“IFRS”) and comply with requirements of the Companies
Act, 1965 in Malaysia.

In preparing the Company’s financial statements as a whole, the assets, liabilities,
income and expenses of the Takaful fund are combined with those of the Takaful
Operator. Interfund balances and transactions are eliminated in arriving at the
Company’s financial statements. The statements of financial position and the
statements of profit or loss and other comprehensive income of the Takaful
Operator, Family Takaful Fund and General Takaful Fund are supplementary
financial information presented in accordance with the requirements of BNM,
Islamic Financial Services Act 2013 in Malaysia to segregate assets, liabilities,
income and expenses of Takaful funds from its own. The accounting policies
adopted for the Takaful Operator and Takaful funds are uniform for transactions
and events in similar circumstances.
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1. Basis of preparation (continued)

(a) Statement of compliance

The following are accounting standards, amendments and interpretations that
have been issued by the Malaysian Accounting Standards Board (“MASB”) but
have not been adopted by the Company.

03] Standards, amendments to published standards and interpretations
that are effective and applicable to the Company

The new accounting standards and amendments to published standards
that are effective and applicable to the Company for the financial year
beginning on 1 January 2015 are as follows:

s Annual improvement to MFRSs 2010-2012 Cycle

¢ Annual improvement to MFRSs 2011-2013 Cycle

e Amendments to MFRS 119 “Defined Benefits Plans: Employee
Contributions”

The adoption of the new accounting standards, amendments and
improvements to published standards did not have a material impact on
the financial statements of the Company.

(ii) Standards, amendments to published standards and interpretations
to existing standards that are applicable to the Company but not yet
effective

The Company will apply these standards, amendments to published
standards from:

a. Financial year beginning on/ after 1 January 2016:

e Amendments to MFRS 116 ‘Property, plant and equipment’ and
MFRS 138 ‘Intangible assets’ clarify that the use of revenue-based
methods to calculate the depreciation of an item of property, plant and
equipment is not appropriate. This is because revenue generated by an
activity that includes the use of an asset generally reflects factors
other than the consumption of the economic benefits embodied in the
asset,

o The amendments to MFRS 138 also clarify that revenue is generally
presumed to be an inappropriate basis for measuring the consumption
of the economic benefits embodied in an intangible asset. This
presumption can be overcome only in the limited circumstances where
the intangible asset is expressed as a measure of revenue or where it
can be demonstrated that revenue and the consumption of the
economic benefits of the intangible asset are highly correlated.
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1. Basis of preparation (continued)

(a) Statement of compliance (continued)

(ii)

Standards, amendments to published standards and interpretations
to existing standards that are applicable to the Company but not yet
effective (continued)

b. Financial year beginning on/ after 1 January 2018:

¢ MFRS 9 ‘Financial Instruments’ will replace MFRS 139 ‘Financial
Instruments: Recognition and Measurement’.

MFRS 9 retains but simplifies the mixed measurement model in
MFRS 139 and establishes three primary measurement categories for
financial assets: amortised cost, fair value through profit or loss and
fair value through other comprehensive income ("OCI"). The basis of
classification depends on the entity's business model and the cash
flow characteristics of the financial asset. Investments in equity
instruments are always measured at fair value through profit or loss
with an irrevocable option at inception to present changes in fair value
in OCI (provided the instrument is not held for trading). A debt
instrument is measured at amortised cost only if the entity is holding it
to collect contractual cash flows and the cash flows represent
principal and interest.

For liabilities, the standard retains most of the MFRS 139
requirements. These include amortised cost accounting for most
financial liabilities, with bifurcation of embedded derivatives. The
main change is that, in cases where the fair value option is taken for
financial liabilities, the part of a fair value change due to an entity’s
own credit risk is recorded in other comprehensive income rather than
the profit or loss, unless this creates an accounting mismatch.

MFRS 9 introduces an expected credit loss model on impairment for
all financial assets that replaces the incurred loss impairment model
used in MFRS 139. The expected credit loss model is forwardlooking
and eliminates the need for a trigger event to have occurred before
credit losses are recognised.
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1.

Basis of preparation (continued)

(a)

(b)

(c)

Statement of compliance (continued)

(ii) Standards, amendments to published standards and interpretations
to existing standards that are applicable to the Company but not yet
effective (continued)

b. Financial year beginning on/ after 1 January 2018:

o MFRS 15 ‘Revenue from contracts with customers’ replaces MFRS
118 ‘Revenue’ and MFRS 111 ‘Construction contracts’ and related
interpretations. The standard deals with revenue recognition and
establishes principles for reporting useful information to users of
financial statements about the nature, amount, timing and uncertainty
of revenue and cash flows arising from an entity’s contracts with
customers.

Revenue is recognised when a customer obtains control of a good or
service and thus has the ability to direct the use and obtain the
benefits from the good or service. The core principle in MFRS 15 is
that an entity recognises revenue to depict the transfer of promised
goods or services to the customer in an amount that reflects the
consideration to which the entity expects to be entitled in exchange
for those goods or services.

The initial application of the above accounting standards, amendments and
interpretation are not expected to have any material financial impacts to the
current and prior year’s financial statement of the Company upon their first
adoption, except for MFRS 9.

MFRS 9 replaces the guidance in MFRS 139: Financial Instruments, Recognition
and Measurement on the classification and measurement of financial assets and -
financial liabilities, and on hedge accounting. The Company is currently
assessing the financial impact that may arise from the adoption of MFRS 9.

Basis of measurement

The financial statements have been prepared on the historical cost basis except as
disclosed in the financial statements.

Functional and presentation currency

These financial statements are presented in Ringgit Malaysia (“RM”), which is
the Company’s functional currency. All financial information is presented in RM
and has been rounded to the nearest thousand, unless otherwise stated.
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1. Basis of preparation (continued)

(d) Use of estimates and judgments

The preparation of the financial statements in conformity with MFRSs requires
management to make judgments, estimates and assumptions that affect the

application of accounting policies and the reported amounts of assets, liabilities,

income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimates are revised and in any future periods affected.

There are no significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have significant effect on the amounts
recognised in the financial statements other than those disclosed in the following
notes:

¢ Note 2(b) — Financial instruments
e Note 2(m) and (n) — Claims and contributions liabilitics
* Note 2(p) — Expenses liability

2. Significant accounting policies

The accounting policies set out below have been applied consistently to the periods
presented in these financial statements, unless otherwise stated.

(a) Foreign currency

Transactions in foreign currencies are translated to the functional currency of the
Company at exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies at the reporting
date are retranslated to the functional currency at the exchange rate at that date.

Non-monetary assets and liabilities denominated in foreign currencies are not
retranslated at the reporting date, except for those that are measured at fair value
that are retranslated to the functional currency at the exchange rate at the date
that the fair value was determined.

Foreign currency differences arising on retranslation are recognised in profit or
loss, except for differences arising on the retranslation of available-for-sale
equity instruments, which are recognised in other comprehensive income.
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2. Significant accounting policies (continued)

(b) Financial instruments

(1)

(i)

Initial recognition and measurement

A financial asset or a financial liability is recognised in the statement of
financial position when, and only when, the Company becomes a party to
the contractual provisions of the instrument.

A financial instrument is recognised initially, at its fair value plus, in the
case of a financial instrument not at fair value through profit or loss,
transaction costs that are directly attributable to the acquisition or issue of
the financial instrument.

An embedded derivative is recognised separately from the host contract and
accounted for as a derivative if, and only if, it is not closely related to the
economic characteristics and risks of the host contract and the host contract
is not categorised at fair value through profit or loss. The host contract, in
the event an embedded derivative is recognised separately, is accounted for
in accordance with policy applicable to the nature of the host contract.

Financial instrument categories and subsequent measurement
The Company categorises financial instruments as follows:
Financial assets

(a) Financial assets at fair value through profit or loss

Fair value through profit or loss category comprises financial assets
that are held for trading, including derivatives {except for a financial
guarantee contract or a designated and effective hedging instrument)
or financial assets that are specifically designated into this category
upon initial recognition.

Derivatives that are- linked to and must be settled by delivery of
unquoted equity instruments whose fair values cannot be reliably
measured are measured at cost.

Other financial assets categorised as fair value through profit or loss
arc subsequently measured at their fair values with the gain or loss
recognised in profit or loss.
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2. Significant accounting policies (continued)

(b) Financial instruments (continued)

(ii) Financial instrument categories and subsequent measurement
(continued)

Financial assets (continued)
(b) Financing receivables, excluding takaful receivables

Financing receivables category comprises debt instruments that are
not quoted in an active market (including fixed deposits with licensed
financial institutions with maturities more than 3 months).

Financial assets categorised as loans and receivables are subsequently
measured at amortised cost using the effective profit method.

(¢} Available-for-sale financial assets

Available-for-sale category comprises investments in equity and debt
securities instruments that are not held for trading.

Investments in equity instruments that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured are measured at cost. Other financial assets categorised as
available-for-sale are subsequently measured at their fair values with
the gain or loss recognised in other comprehensive income, except for
impairment losses, foreign exchange gains and losses arising from
monetary items and gains and losses of hedged items attributable to
hedge risks of fair value hedges which are recognised in profit or loss.
On derecognition, the cumulative gain or loss recognised in other
comprehensive income is reclassified from equity into profit or loss.
Profit calculated for a debt instrument using the effective profit
method is recognised in profit or loss.

(d) Takaful receivables

Takaful receivables are recognised when due and measured on initial
recognition at the fair value of the consideration received or
reccivable. Subsequent to initial recognition, takaful receivables are
measured at amortised cost, using the effective profit method.

All financial assets, except for those measured at fair value through profit
or loss, are subject to review for impairment (see Note 2(g) to the financial
statements).
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2. Significant accounting policies (continued)

(b) Financial instruments (continued)

(i)

(iif)

(iv)

Financial instrument categories and subsequent measurement
(continued)

Financial liabilities

All financial liabilities are initially measured at fair value and subsequently
measured at amortised cost.

Regular way purchase or sale of financial assets

A regular way purchase or sale is a purchase or sale of a financial asset
under a contract whose terms require delivery of the asset within the time
frame established generally by regulation or convention in the marketplace
concerned.

A regular way purchase or sale of financial assets is recognised and
derecognised, as applicable, using trade date accounting. Trade date
accounting refers to:

(a) the recognition of an asset to be received and the liability to pay for it
on the trade date; and

{b) derecognition of an asset that is sold, recognition of any gain or loss
on disposal and the recognition of a receivable from the buyer for
payment on the trade date.

Derecognition

A financial asset or part of it is derecognised when, and only when the
contractual rights to the cash flows from the financial asset expire or
control of the asset is not retained or substantially all of the risks and
rewards if ownership of the financial asset are transferred to another party.
On derecognition of a financial asset, the difference between the carrying
amount and the sum of the consideration received (including any new asset
obtained less any new liability assumed) and any cumulative gain or loss
that had been recognised in equity is recognised in profit or loss.

A financial liability or a part of it is derecognised when, and only when, the
obligation specified in the contract is discharged, cancelled or expires. On
derecognition of a financial liability, the difference between the carrying
amount of the financial liability extinguished or transferred to another party
and the consideration paid, including any non-cash assets transferred or
liabilities assumed, is recognised in profit or loss.
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2. Significant accounting policies (continued)

(c¢) Plant and equipment

®

(i)

(i)

Recognition and measurement

Plant and equipment are measured at cost less accumulated depreciation
and any accumulated impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of
the asset and any other costs directly attributable to bring the asset to
working condition for its intended use.

Purchased software that is integral to the functionality of the related
equipment is capitalised as part of that equipment.

The gain or loss on disposal of an item of plant and equipment is
determined by comparing the proceeds from disposal with the carrying
amount of plant and equipment and is credited or charged to the income
statement.

Subsequent costs

The cost of replacing component of an item of plant and equipment is
recognised in the carrying amount of the item if it is probable that the
future economic benefits embodied within the component will flow to the
Company and its cost can be measured reliably. The carrying amount of
the replaced component is derecognised to profit or loss. The costs of the
day-to-day servicing of plant and equipment are recognised in profit or loss
as incurred.

Depreciation

Depreciation is based on the cost of an asset less its residual value.
Depreciation is recognised in profit or loss on a straight-line basis over the
estimated useful lives of each component of an item of plant and equipment
from the date that they arc available for use. The estimated useful lives for
the current and comparative periods are as follows:

. Computer equipment 3 years
. Office equipment, fixtures and fittings 5-10 years
. Motor vehicles 5 years

Depreciation methods, useful lives and residual values are reviewed at the
end of the reporting period and adjusted as appropriate.
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2. Significant accounting policies (continued)

(c¢) Plant and equipment (continued)
(iii) Depreciation (continued)

At each date of the statement of financial position, the Company assesses
whether there is any indication of impairment. If such indications exist, an
analysis is performed to assess whether the carrying amount of the asset is
fully recoverable. A write down is made if the carrying amount exceeds the
recoverable amount. Refer to accounting policy Note 2(g) on impairment
of assets.

(d) Leased assets
Operating leases

Leases, where the Company does not assume substantially all the risks and
rewards of ownership are classified as operating leases and the leased assets are
not recognised on the statement of financial position.

Payments made under operating leases are recognised in profit or loss on a
straight-line basis over the term of the lease. Lease incentives received are
recognised in profit or loss as an integral part of the total lease expense, over the
term of the lease. Contingent rentals are charged to profit or loss in the reporting
period in which they are incurred.

(e¢) Intangible assets

Intangible assets comprise computer software (including costs of software under
development) and are stated at cost less accumulated amortisation and any
accumulated impairment losses.

Intangible assets are amortised from the date that they are available for use.
Software under development is not amortised until the assets are ready for its
intended use.

Amortisation is recognised in profit or loss on a straight-line basis over the
expected useful economic life of computer software of between 3 to 5 years.

Amortisation methods, useful lives and residual values are reviewed at the end of
each reporting period and adjusted, as appropriate.
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2. Significant accounting policies (continued)

() Cash and cash equivalents

(®

Cash and cash equivalents consist of cash on hand, balances and deposits with
banks and highly liquid investments which have an insignificant risk of changes
in fair value with original maturities of three months or less, and are used by the
Company in the management of their short term commitments.

Impairment

®

Financial assets, excluding takaful receivables

All financial assets (except for financial assets categorised as fair value
through profit or loss) are assessed at each reporting date whether there is
any objective evidence of impairment as a result of one or more events
having an impact on the estimated future cash flows of the asset. Losses
expected as a result of future events, no matter how likely, are not
recognised. For an investment in an equity instrument, a significant or
prolonged decline in the fair value below its cost is an objective evidence
of impairment. If any such objective evidence exists, then the impairment
loss of the financial asset is estimated.

An impairment loss in respect of loans and receivables is recognised in
profit or loss and is measured as the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at
the asset’s original effective market rate of return. The carrying amount of
the asset is reduced through the use of an allowance account.

An impairment loss in respect of available-for-sale financial assets is
recognised in profit or loss and is measured as the difference between the
asset’s acquisition cost (net of any principal repayment and amortisation)
and the asset’s current fair value, less any impairment loss previously
recognised. Where a decline in the fair value of an available-for-sale
financial asset has been recognised in other comprehensive income, the
cumulative loss in other comprehensive income is reclassified from equity
to profit or loss.

Impairment losses recognised in profit or loss for an investment in an
equity instrument classified as available-for-sale is not reversed through
profit or loss.

If, in a subsequent period, the fair value of a debt instrument increases and
the increase can be objectively related to an event occurring after the
impairment loss was recognised in profit or loss, the impairment loss is
reversed, to the extent that the asset’s carrying amount does not exceed
what the carrying amount would have been had the impairment not been
recognised at the date the impairment is reversed. The amount of the
reversal is recognised in profit or loss.
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2. Significant accounting policies (continued)

(g) Impairment (continued)

(i)

(iif)

Takaful receivables

Takaful receivables are assessed at each reporting date whether there is any
objective evidence of impairment as a result of one or more events having
an impact on the estimated future cash flows of the asset. Losses expected
as a result of future events, no matter how likely, are not recognised. An
objective evidence of impairment is deemed to exist where the principal or
profit or both for takaful receivables is past due for more than 90 days or 3
months for those individually assessed, as prescribed in the Guidelines on
Financial Reporting for Takaful Operators issued by Bank Negara
Malaysia.

Individual impairment allowances are made for any contributions including
agents, brokers and retakaful balances, which remain outstanding for more
than three (2014: three) months from the date on which they become
receivable, and for all other debts, which are considered impaired.

Non-financial assets

The carrying amounts of other assets are reviewed at the end of each
reporting period to determine whether there is any indication of impairment.
If any such indication exists, then the asset’s recoverable amount is
estimated.

For the purpose of impairment testing, assets are grouped together into the
smallest group of assets that generates cash inflows from continuing use
that are largely independent of the cash inflows of other assets or groups of
assets (the “cash-generating unit”).

The recoverable amount of an asset or cash-generating unit is the greater of
its value in use and its fair value less costs of disposal. In assessing value in
use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects cuirent market assessments of the
time value of money and the risks specific to the asset or cash-generating
unit.

An impairment loss is recognised if the carrying amount of an asset or its
cash-generating unit exceeds its estimated recoverable amount. Impairment
losses are recognised in profit or loss.
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2. Significant accounting policies (continued)

(g) Impairment (continued)

(iii) Non-financial assets (continued)

Impairment losses recognised in prior periods are assessed at the end of
cach reporting period for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in
the estimates used to determine the recoverable amount since the last
impairment loss was recognised. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised. Reversals of impairment losses are
credited to profit or loss in the year in which the reversals are recognised.

(h) Equity instruments

(@)

Instruments classified as equity are measured at cost on initial recognition and are
not remeasured subsequently.

(i) Issue expenses
Costs directly attributable to the issue of instruments classified as equity
are recognised as a deduction from equity.

(ii) Ordinary shares
Ordinary shares are classified as equity.

Employee benefits

(i} Short-term employee benefits
Short-term employee benefit obligations in respect of salaries, annual
bonuses, paid annual leave and sick leave are measured on an undiscounted
basis and are expensed as the related service is provided.
A liability is recognised for the amount expected to be paid under short-
term cash bonus or profit-sharing plans if the Company has a present legal
or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

(ii) State plans

The Company’s contribution to statutory pension funds are charged to profit
or loss in the financial year to which they relate. Once the contributions
have been paid, the Company has no further payment obligations.
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2. Significant accounting policies (continued)

4y

0)

(k)

Employee benefits (continued)
(iii) Defined benefit plans

The Company participates in equity-settled and cash-settled share-based
compensation plans for employees that are offered by the ultimate holding
company, HSBC Holdings plc. The cost of share-based payment
arrangements with employees is measured by reference to the fair value of
equity instruments on the date they were granted, and recognised as an
expense on a straight-line basis over the vesting periods, in profit or loss.
The vesting period is the period during which all the specified vesting
conditions of a share-based payment arrangement are to be satisfied.

Provisions

A provision is recognised if, as a result of a past event, the Company has a
present legal or constructive obligation that can be estimated reliably, and it is
probable that an outflow of economic benefits will be required to settle the
obligation.

Income taxes

Income tax expense comprises current and deferred tax. Current tax and deferred
tax are recognised in profit or loss except to the extent that it relates to items
recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or
loss for the year, using tax rates enacted or substantively enacted by the end of
the reporting period, and any adjustment to tax payable in respect of previous
financial years.

Deferred tax is recognised using the liability method, providing for temporary
differences between the carrying amounts of assets and liabilities in the
statement of financial position and their tax bases. Deferred tax is not recognised
for temporary differences that affect neither accounting nor taxable profit or loss.
Deferred tax is measured at the tax rates that are expected to apply to the
temporary differences when they reverse, based on the laws that have been
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets and liabilities are offset if there is a legally enforceable right
to offset current tax liabilities and assets, and they relate to income taxes levied
by the same tax authority on the same taxable entity, or on different tax entities,
but they intend to settle current tax liabilities and assets on a net basis or their tax
assets and liabilities will be realised simultaneously.
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2. Significant accounting policies (continued)

(k) Income taxes (continued)

M

A deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be available against which the temporary difference can be
utilised. Deferred tax assets are reviewed at the end of each reporting period and
are reduced to the extent that it is no longer probable that the related tax benefit
will be realised.

Takaful product classification

A takaful contract means an arrangement based on mutual assistance under
which takaful participants agree to contribute to a common fund (General Risk
Fund or Family Risk Fund) providing for mutual financial benefits payable to the
takaful participants or their beneficiaries on the occurrence of pre-agreed events.
Takaful risk is risk other than financial risk. Financial risk is the risk of a
possible future change in one or more of a specified financial or non-financial
variable. The Takaful Operator does not sell financial risk contracts.

Contracts where insignificant takaful risks are accepted by the Funds are
classified as either investment contracts or service contracts. The Company
defines Takaful risk to be significant when the ratio of the Takaful risk over the
deposit component is not less than 110% of the deposit component at any point
of the Takaful contract in force. Based on this definition, all Takaful contracts
issued by the Company met the definition of Takaful contracts as at the date of
this statement of financial position.

Once a contract has been classified as a takaful contract, it remains a takaful
contract for the remainder of its lifetime, even if the takaful risk reduces
significantly during this period, unless all rights and obligations are extinguished
or expired.

(m) General Takaful Fund

The General Takaful Fund is maintained in accordance with the requirements of
IFSA and consists of accumulated surplus/deficit and actuarial reserves. Any
actuarial deficit in the General Takaful Fund will be made good by the Takaful
Operator via a Qard. Surplus distributable in each financial year is distributed in
accordance with the terms and conditions prescribed by the surplus distribution
policy, endorsed or notified by the Shariah Committee and Board of Directors.

The General Takaful underwriting results are determined for each class of
business after taking into account retakaful, contribution liabilities, claims
liabilities and wakalah fees.
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2. Significant accounting policies (continued)

(m) General Takaful Fund (continued)

(i) Contribution income

Contribution for direct and co-takaful business is recognised in respect of
risks assumed during the particular financial year as soon as the amount
can be reliably measured, based on issuance of certificates, and in
accordance with the principles of Shariah as advised by the Company’s
Shariah Committee. Contributions in respect of risks incepted before the
reporting date for which certificates are issued subsequent to the end of
reporting date are accrued for at the reporting date.

Inward retakaful contributions are accounted for upon notification by the
ceding companies or upon receipt of the statement of accounts.

QOutward retakaful contributions are recognised in the same financial year
as the original certificate to which the retakaful relates.

(ii) General takaful contract liabilities recognition

General Takaful Fund’s liabilities consist of claim liabilities and
contribution liabilities are recognised when contracts are entered into and
contributions are charged.

a) Claim liabilities

A lability for outstanding claims is recognised in respect of direct
takaful business and co-takaful business. The claim liabilities are the
best estimate together with related provision of risk margin for adverse
deviation as well as expenses less retakaful recoveries, if any, to settle
the present contractual obligations at the reporting date.

Provision for outstanding claims is based on the estimated ultimate cost
of all claims incurred but not settled at the reporting date, whether
reported or not, together with related claims handling costs and
reduction for the expected value of salvage and other recoveries. Delays
can be experienced in the notification and settlement of certain types of
claims, therefore, the ultimate claim costs cannot be known with
certainty at the reporting date. The liability is calculated at the reporting
date using a range of standard actuarial claim projection techniques
based on empirical data and actuarial assumptions. The liability 1s not
discounted for the time value of money and is derecognised when the
contract expired, discharged or cancelled.
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2. Significant accounting policies (continued)

(m) General Takaful Fund (continued)

(ii) General takaful contract liabilities recognition (continued)

a)

b)

Claim liabilities (continued)

As with all projections, there are elements of uncertainty and thus the
projected future claims experience may be different from actual claims
experience due to the level of uncertainty involved in projecting future
claims experience based on past claims experience. These uncertainties
arise from changes in underlying risks, changes in spread of risks,
timing and amounts of claims settlement as well as uncertainties in the
projection model and underlying assumptions. However, these
uncertainties are partly addressed by holding the claim liabilities at 75%
confidence level as per required by Bank Negara Malaysia (“BNM”)
Guideline, Guidelines on Valuation Basis for Liabilitiecs of General
Takaful Business.

Contribution Habilities

The unearned contribution reserves (“UCR”) represent contributions
received after wakalah fee deduction for risks that have not yet expired.
Generally, the reserve is released over the term of the contract and is
recognised in statement of profit and loss and other comprehensive
income of the General Takaful Fund.

In determining the UCR at the reporting date, the most prevalent
method, 1/365 method, is used. This is reduced by deductions as a
corresponding percentage of accounted gross direct refundable business
commissions but not exceeding limits specified by Bank Negara
Malaysia Guideline.

At each reporting date, the Company reviews its unexpired risk reserve
(inclusive of Fund Provision of Risk Margin for Adverse Deviation,
“FPRAD?”) to determine whether there is any overall excess of expected
claims over unearned contributions at portfolio level. This caiculation
uses current estimates of future confractual losses (taking into
consideration current loss ratios) prior to taking account of the
investment retum expected to arise on assets relating to the relevant
General Takaful technical provisions. If these estimates show that the
carrying amount of the unearned contributions is insufficient to meet
future liabilities, then the Company is required to hold the unexpired
risk reserve (inclusive of Provision of Risk Margin for Adverse
Deviation, “PRAD”).
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2. Significant accounting policies (continued)

(n) Family Takaful Fund

The Family Takaful Fund is maintained in accordance with the requirements of
the IFSA and includes the amount attributable to participants.

The amount attributable to participants consists of the accumulated surplus
attributable to the participants determined by an annual actuarial valuation of the
Family Takaful Fund unallocated surplus, net asset value attributable to
unitholders and other reserves, as applicable. The amount attributable to
participants is distributed in accordance with the terms and conditions of the
products as approved by the Shariah Committee of the Company. Any actuarial
deficit in the Family Takaful Risk Fund will be made good by the Takaful
Operator via a Qard. Surplus distributable to participants is determined after
deducting claims/benefits paid and payable, retakaful, provisions, reserves,
wakalah fees, as well as repayment of Qard, if any.

(i) Contribution income

Contribution is recognised when the amount can be reliably measured and
in accordance with the principles of Shariah as advised by the Company’s
Shariah Committee. Contribution income from the Family Takaful fund is
recognised as soon as the amount can be reliably measured. Initial
contribution is recognised from inception date and subsequent contribution
is recognised when due. At the end of the financial year, all due
contributions are accounted for to the extent that they can be reliably
measured.

Contribution income of the Investment-linked fund includes net creation of
units, which represent contributions paid by participants as payment for a
new contract or subsequent payments to increase the amount of that
contract. Net creation of units is recognised on receipt basis.

Retakaful contributions are recognised as an expense when payable or on
the date on which the certificate is effective.
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2. Significant accounting policies (continued)

(n) Family Takaful Fund

(ii)

(i)

Investment-linked business

Investment assets are classified as fair value through profit or loss
(“FVTPL”) and include collective investment schemes and structured
investments. Fair value of equity and corporate debt securities are
determined based on methods described in Note 2(b)(ii) to the financiat
statements.

Structured investments are investments where a substantial amount of the
fund is invested in fixed income instruments issued by licensed financial
institutions while the remaining amount is invested in instruments which
are linked to the performance of one or more equity market prices and
indices that introduce significant risks that will affect the performance of
these instruments. Structured investments are carried at fair value.
Unrealised gains and losses on revaluation of the aforesaid investments are
taken to the investment-linked business’ profit or loss.

The gain or loss arising from disposal of any of the aforesaid investments is
the difference between net disposal proceeds and the carrying value of the
investment. Gain or loss on disposals of investments are credited or
charged to the investment-linked business’ profit or loss.

Benefits, claims and expenses

Claims settled are charged to profit or loss, in the financial year in which
the claims arise. A liability for outstanding claims is recognised when a
claimable event occurs and/or the Takaful Operator is notified.

Gross outstanding claims is based on best estimate of the loss, which will
eventually be payable on each unpaid claim, established by the
management based on currently available information and past experience.
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2. Significant accounting policies (continued)

(n) Family Takaful Fund (continued)

(iv) Provision for outstanding claims

\4)

A liability for outstanding claims is recognised when a claimable event
occurs and/or the Takaful Operator is notified.

Claims and provisions for claims arising from Family Takaful certificates,
including settlement costs less retakaful recoveries, are accounted for using
the case basis method and for this purpose, the benefits payable under
Family Takaful certificates are recognised as follows:

(a) Maturity or other certificate benefit payments due on specified dates
are treated as claims payable on the due dates.

(b) Death, surrender and other benefits without due dates are treated as
claims payable on the date of receipt of intimation of death of the
participant or occurrence of contingency covered.

(¢) For group family business, provision is made for the cost of claims,
together with related expenses.

These uncertainties arise from changes in underlying risks, changes in
spread of risks, timing and amounts of claims settlement as well as
uncertainties in the projection model and underlying assumptions.

Family takaful liabilities and actuarial reserves

In carrying out the fiduciary duty, the Company must put in place sufficient
measures to ensure sustainability of the Family Takaful Funds to meet
takaful benefits for the full term. These measures include setting up of
appropriate provisions for liabilities in the Family Takaful Funds, to ensure
that adequate funds would be available to meet all contractual obligations
and commitments as they fall due, with a reasonable level of certainty.

The Family Takaful liabilities are recognised when contracts are entered
into and contributions are charged. These liabilities are measured by using a
prospective actuarial valuation method, discounted at the appropriate risk
discount rate as defined in the BNM Guidelines on Valuation Basis for
Liabilities of Family Takaful Business.
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2. Significant accounting policies (continued)

(n) Family Takaful Fund (continued)
(v) Family takaful liabilities and actuarial reserves (continued)

For products with a participant fund, the liabilities are valued by projecting
future cash flows to ensure that all future obligations could be met without
recourse to additional finance or capital support at any future time during
the duration of each certificate. The cash flows for each certificate arc
projected on monthly intervals until the natural expiry of the certificates,
and any negative cash flows at all future monthly intervals are zerorised.
The cash flows include the monthly Tabarrw’, future benefits and netted of
retakaful cessions.

For single contribution credit related products, the liabilities are determined
as the sum of present value of future benefits and deducting the retakaful
cessions.

The future cash flows are projected based on best estimate assumptions
with the appropriate allowance for provision of adverse deviation from
expected experience, and with due regard to recent experience.

In addition to the liabilities set up on future benefits, a liability for
outstanding claims which includes an estimate of the incurred claims that
have not been reported to Takaful Operator is accounted for.

For liabilities of a 1-year Family Takaful certificate, the liabilitics were the
sum of the contribution liabilities and claim liabilities. For Group Term
Takaful, the contribution liabilities were taken as the unearned Tabarru’.
The claim liabilities comprises of an estimate of the incurred claims that
have not been reported to the Takaful Operator, net of retakaful. For Group
Hospitalization & Surgery, the contribution liabilities were calculated as the
higher of the provision for unearned Tabarru’ and the best estimate value of
the provision for unexpired risk with provision of risk margin for adverse
deviation. The claim liabilities were computed by using the Expected Claim
Method, also known as Expected Loss Ratio Method. The ultimate loss
ratio for each accident year was selected after giving considerations to the
reported-to-date loss ratio as well as the prior accident year’s ultimate loss
ratio.
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2. Significant accounting policies (continued)

(n) Family Takaful Fund (continued)

(v) Family takaful liabilities and actuarial reserves (continued)

Where certificate or extensions of a certificate are collectively treated as an
asset at the fund level under the valuation method adopted, the value of
such asset is eliminated through zerorisation.

The liability is derecognised when the contract is expired, discharged or
cancelled.

The valuation of takaful certificate liabilities is determined according to
BNM Guidelines on Valuation Basis for Liabilities of Family Takaful
Business. The Guidelines on Valuation Basis for Liabilities of Family
Takaful Business meets the requirement of Liability Adequacy Test under
MFRS 4.

As with all projections, there are elements of uncertainty and the projected
liabilities may be different from actual benefits paid due to the significant
level of uncertainty involved in the discount rate used as well as the lapse
and mortality and morbidity assumptions.

(o) Retakaful

The Company enters into retakaful treaties in the normal course of business for
the purpose of limiting its net loss potential and to reduce significantly the new
business strain of the credit-related block of business. Retakaful arrangements do
not relieve the Company from its obligations to participants. Retakaful
contributions and claim recoveries are presented in profit or loss and statement of
financial position on a gross basis.

The Company also assumes co-takaful risk in the normal course of business for
its General Takaful contracts. Contributions and claims on assumed co-takaful
are recognised as revenue or expenses in the same manner as they would be if
the co-takaful were considered direct business, taking inte account the product
classification of the business undertaken.

Retakaful assets comprise of the retakaful share of contributions and claims
obligations. The assets are subject to impairment test as described in Note 2(g) to
the financial statements.
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2. Significant accounting policies (continued)

(p) Expenses liability

The contract underlying takaful operations defines a unique relationship between
Takaful Operator and participants of a takaful scheme. While the General and
Family Takaful Funds are responsible to meet contractual benefits accorded to
participants on the basis of mutual assistance amongst participants, the Company
is expected to duly observe fundamental obligations towards participants,
particularly in terms of adhering to Shariah principles and undertaking fiduciary
duties to prudently manage the takaful funds as well as meet costs involved in
managing the takaful business.

In carrying out the fiduciary duty, the Company must put in place sufficient
measures to ensure that the Takaful Operator is able to support the takaful
certificates for the full term.

The expenses liability of the Takaful Operator’s fund consists of expenses
liability of the General Takaful Fund and Family Takaful Fund which are
computed by actuaries approved by BNM. The expense liabilities are released
over the term of the Takaful certificate and recognised in the income statement.

(i) Expenses liability of General Takaful Fund

The expenses liability is reported at the higher of the aggregate of
Unearned Wakalah Fee (“UWF”) and Unexpired Expense Risk (“UER”)
together with related provision of risk margin for adverse deviation as at
the end of the financial year.

Unearned Wakalah Fee Reserves

The UWF reserves represent the portion of wakalah fee income allocated
for management expenses of General Takaful certificates that relate to the
unexpired periods of certificates at the end of the financial year. The
method used in computing UWF is consistent with the calculation of UCR.
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2. Significant accounting policies (continued)

(p) Expenses liability (continued)

®

(ii)

Expenses liability of General Takaful Fund (continued)
Unexpired Expense Risk Reserve

The UER reserve is the estimated expenses costs to service all in-force
certificates as well as to process all outstanding claims and future incurred
losses as at valuation date. This reserve is estimated via a range of standard
actuarial approaches. This reserve is then loaded with a provision of risk
margin for adverse deviations. The final provision is called as Unexpired
Expense Risk Reserve at 75% sufficiency.

Expenses liability of Family Takaful Fund

Expense liabilities are conducted separately in the Takaful Operator’s fund.
The method used to value expense liabilities is consistent with the method
used to value takaful liabilities of the corresponding Family Takaful
certificate.

For products with participant funds, the expense liabilities valued by
projecting future cash flows to ensure that all future obligations could be
met without recourse to additional finance or capital support at any future
time during the duration of each certificate. The cash flows for each
certificate, then discounted using the zero coupon curve of the government
investment issues sukuk were projected on monthly intervals until the
natural expiry of the certificates, and any negative cash flow arising at each
monthly interval is zerorised.

For single contribution credit related products, the expense liabilities are
determined as the sum of present value of future expenses, including any
expected maintenance expense overruns, incurred by the Takaful Operator
in managing the family fund.

Future expenses for Takaful Operator refer to expense, commissions and
surrender benefit payout (if any). The income includes wakalah fees,
surrender charges (if any), monthly service charges (if any), fund
management charges (if any), investment income fees and surplus
distribution from the Takaful fund (from products with participant fund).
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2. Significant accounting policies (continued)

(p) Expenses liability (continued)

(ii)

Expenses liability of Family Takaful Fund (continued)

Expected future maintenance expense overruns are considered in the
expense liabilities by allocation of overruns to individual certificates. Based
on management’s forecast of new business volumes and expense levels
from the Annual Operating Plan, the ratio of allocated maintenance expense
forecast to the maintenance expense allowances based on long term best
estimate expense assumptions are determined for each calendar year for the
entire in-force and new business portfolio. The ratios were then applied to
scale up expense projections for the current in-force business.

The future cash flows are projected based on best estimate assumptions
with the appropriate allowance for provision of adverse deviation from
expected experience, and with due regard to recent experience.

For expense arising from managing 1-year family takaful certificates, the
liability for such expense comprises the provision for unearned wakalah
fees and unexpired expense risks.

Where certificates or extensions of a certificate are collectively treated as an
asset at the fund level under the valuation method adopted, the value of
such asset is eliminated through zerorisation.

(q) Other income

Investment income is recognised on a time proportion basis that takes into
account the effective yield of the asset. Profits including the amount of
amortisation of premium and accretion of discount are recognised on a time
proportion basis taking into account the principal outstanding and the effective
date over the period to maturity, when it is determined that such income will
accrue to the Company.

Dividend income is recognised in the income statement when the right to receive
payment is established.

Gain or loss arising on disposals of investments are credited or charged to the
income statement.
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2. Significant accounting policies (continued)

(r)

(s)

(t)

(u)

Zakat

Zakat represents alms payable by the Company to comply with the Principles of
Shariah and as approved by the Shariah Committee of the Company. Zakat is
only provided for when obligation exists at the reporting date. .

Commission and acquisition costs

Commission and acquisition costs are borne by the Takaful Operator in the
Company’s profit or loss at an agreed percentage for each certificate
underwritten. This is in accordance with the principles of wakalah as approved
by the Shariah Committee and is as agreed between the participants and the
Company.

Gross commission and agency expenses, which are costs directly incurred in
securing contributions on takaful certificates, and income derived from retakaful
companies in the course of ceding contributions to retakaful, are charged to
profit or loss in the period in which they are incurred.

Wakalah fee

The wakalah fee is an income to the Takaful Operator and is charged to the
General and Family Takaful Funds and correspondingly recognised as an
expense in the respective funds’ profit or loss at an agreed percentage for each
takaful certificate underwritten. This is in accordance with the principles of
wakalah as approved by the Shariah Committee and is agreed between the
participants and the Company.

Commission, acquisition costs and management expenses of the General and
Family Takaful Funds are borne by the Takaful Operator and included as a
component of wakalah fee income.

Contingencies

Where it is not probable that an outflow of economic benefits will be required, or
the amount cannot be estimated reliably, the obligation is not recognised in the
statements of financial position and is disclosed as a contingent liability, unless
the probability of outflow of economic benefits is remote. Possible obligations,
whose existence will only be confirmed by the occurrence or non-occurrence of
one or more future events, are also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is remote.
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2. Significant accounting policies (continued)

(v) Fair value measurements

Fair value of an asset or a liability, except for share-based payment and lease
transactions, is determined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The measurement assumes that the transaction to sell the
asset or transfer the liability takes place either in the principal market or in the
absence of a principal market, in the most advantageous market.

For non-financial asset, the fair value measurement takes into account a market
participant’s ability to generate economic benefits by using the asset in its
highest and best use or by selling it to another market participant that would use
the asset in its highest and best use.

When measuring the fair value of an asset or lability, the Company uses
observable market data as far as possible. Fair values are categorised into
different levels in a fair value hierarchy based on the input used in the valuation
technique as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities that the Company can access at the measurement date.

Level 2: inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

Level 3:  unobservable inputs for the asset or liability.

The Company recognises transfers between levels of the fair value hierarchy as
of the date of the event or change in circumstances that caused the transfers.
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3. Plant and equipment

Takaful Operator and Company

Cost
At 1 January 2014/ 31 December
2014/ 1 January 2015/
Additions
Disposal
31 December 2015

Accumulated depreciation
At 1 January 2014
Charge for the year
At 31 December 2014/

1 January 2015
Charge for the year
Disposal

At 31 December 2015

Carrying amount
At 31 December 2014

At 31 December 2015
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Office
equipment,
Computer  Motor fixtures and
equipment vechicles fittings Total
RM’000 RM’000 RM’000 RM’000

1,310 4 1,256 2,570
- 7 4 1
- (4) (71) (75)
1,310 7 1,189 2,506
1,164 4 655 1,823
95 - 142 237
1,259 4 797 2,060
32 1 128 161
- (4) (71) (s)
1,291 1 854 2,146
51 - 459 510

19 6 335 360
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4.

Intangible assets

Takaful Operator and Company

Cost
At 1 January 2014

Additions
Reclassification

At 31 December 2014/1 January 2015
Additions
Reclassification

At 31 December 2015

Accumulated depreciation
At 1 January 2014

Amortisation for the year

At 31 December 2014/1 January 2015
Amortisation for the year

At 31 December 2015

Carrying amount
At 31 December 2014

At 31 December 2015
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Development
of computer Computer
software Software Total
RM*000 RM?000 RM?000
2,664 27,330 29,994
3,042 504 3,546
(4,769) 4,769 -
937 32,603 33,540
9,917 98 10,015
(4,962) 4,962 -
5,892 37,663 43,555
) - 17,848 17,848
- 3,697 3,697
- 21,545 21,545
- 4,170 4,170
- 25,715 25,715
937 11,058 11,995
5,892 11,948 17,840
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5. Investment assets

General Family
Takaful Takaful Takaful
Operator  Fund Fund Company
RM’000 RM’000 RM’000 RM’000
2015 |
Available-for-sale financial assets
Government investment issues 25,140 - 78,282 103,422
Government guaranteed sukuk 20,049 10,027 155,627 185,703
Corporate debt securities 99,683 40,086 226,060 365,829
Financial assets at fair value
through profit or loss

Government investment issues - - 10,148 10,148
Government guaranteed sukuk - - 53,597 53,597
Corporate debt securities - - 75,437 75,437
Collective investment schemes - - 340,157 340,157
Quoted equity securities - - 12,738 12,738

144,872 50,113 952,046 1,147,031
2014
Available-for-sale financial assets
Government investment issues 19,832 - 77,689 67,521
Government guaranteed sukuk - 15,066 155,453 170,519
Corporate debt securities 114,058 30,162 223,297 367,517
Financial assets at fair value

through profit or loss

Government guaranteed sukuk - - 43,823 43,823
Corporate debt securitics - - 45,655 45,655
Collective investment schemes - - 305,620 305,620
Structured investments - - 16,387 16,387
Quoted equity securities - - 12,084 12,084

133,890 45,228 880,008 1,059,126
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5. Investment assets (continued)

(a)

(b)

Carrying values of investment assets

Investment assets are carried at fair value. Investment assets are categorised as
either available-for-sale financial assets (“AFS”) or financial assets at fair value
through profit or loss (“FVTPL”).

AFS FVTPL Total
RM’000 RM’000 RM’000

At1 January 2014 615,748 335,605 951,353
Purchases 95,031 151,636 246,667
Maturities (75,000) - (75,000)
Disposals (730)  (54,658)  (55,388)
Fair value gains recorded in profit or loss - (9,129) (9,129)
AFS reserves 1,360 - 1,360
(Amortisation)/accretion adjustment (852) 115 (737)
At 31 December 2014/1 January 2015 635,557 423,569 1,059,126
Purchases 80,181 128,551 208,732
Maturities (60,000  (19,447)  (79,447)
Disposals - (36,800)  (36,800)
Fair value loss recorded in profit or loss - (3,918) (3,918)
AFS reserves 27) - (27)
(Amortisation)/accretion adjustment (757) 122 (635)
At 31 December 2015 654,954 492,077 1,147,031

Fair values of investment assets

The fair value of investment assets is determined by reference to market closing
prices in an active market at reporting date.
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5. Investment assets (continued)

(¢) The following investment assets mature after twelve months:

General Family

Takaful Takaful Takaful
Operator  Fund Fund Company
RM?000 RM’000 RM?000 RM*000
2015
Available-for-sale financial
Assets 89,786 15,050 429,902 534,738
Financial assets at fair value
through profit or loss - - 139,182 139,182
89,786 15,050 569,084 673,920
2014
Available-for-sale financial
Assets 114,882 25,118 425,511 565,511
Financial assets at fair value
through profit or loss - - 89,478 89,478
114,882 25,118 514,989 654,989
6. Retakaful assets
Note 2015 2014
RM?000 RM?000
General Takaful Fund 12(a) 43,158 41,844
Family Takaful Fund 12(b) 39,391 36,374
82,549 78,218

Company
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7. Financing receivables, excluding takaful receivables

General Family
Takaful Takaful Takaful
Operator  Fund Fund Company
RM’000 RM’000 RM’000 RM*000
2015
Profit due and accrued 1,516 393 6,305 8,214
Fixed deposits with licensed
Islamic financial institutions with
maturities of more than 3 months

- Licensed bank in Malaysia 27,000 - - 27,000
Other receivables 2,151 369 410 2,960
Amount due from:

Shareholder Fund - - 536 -

General Takaful Fund 5,528 - - -

Family Takaful Fund 9,016 - - -

45211 792 7,251 38,174
2014
Profit due and accrued 1,497 394 5,915 7,806

Fixed deposits with licensed
Islamic financial institutions with
maturities of more than 3 months

- Licensed bank in Malaysia 27,000 - - 27,000
Other receivables 2,768 3 489 3,260
Amount due from:

General Takaful Fund 984 - - -

Family Takaful Fund 10,609 - - -

42,858 397 6,404 38,066

The fixed deposits with maturities of more than 3 months placed with a licensed
Islamic bank that are held with related parties amounted to RM27,000,000 (2014:
RM?27,000,000).
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8. Takaful receivables

General Family
Takaful Takaful

Fund Fund Company
RM’000 RM’000 RM’000

2015
Due contributions including agents/

brokers and co-insurers balances 697 1 698
Due from retakaful companies and cedants 6,816 5,459 12,275

7,513 5,460 12,973

Offsetting financial assets and financial liabilities

Gross amounts of recognised financial assets 7,513 29,666 37,179
Less:
Gross amounts of recognised financial liabilities
set off in the statement of financial position - 24,206 24 206
Net amounts of financial assets presented in the
statement of financial position 7,513 5,460 12,973
2014
Due contributions including agents/

brokers and co-insurers balances 2,905 10,432 13,337
Due from retakaful companies and cedants 3,321 18,930 22,251

6,226 29,362 35,588

Offsetting financial assets and financial liabilities
Gross amounts of recognised financial assets 6,226 29,362 35,588

Less:
Gross amounts of recognised financial liabilities

set off in the statement of financial position - - -

Net amounts of financial assets presented in the 6226 29,362 35,588

statement of financial position

There are no financial assets subjected to an enforceable master netting arrangement
or similar agreement and financial instruments received as collateral, nor any
cash collateral pledged or received as at 31 December 2015 (2014: nil).
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9. Deferred tax assets/(liabilities)

Deferred tax assets and liabilities are offset when therc is a legally enforceable
right to set off current tax assets against current tax liabilities and when the deferred
taxes relate to the same tax authority.

At 1 January 2014
Charged/(credited} to income
statement:
Plant and equipment
Investment assets

Charged/(credited) to other
comprehensive income :

Investment Assets
At 31 December 2014/

1 January 2015
Charged/(credited) to income
statement:

Plant and equipment

Investment assets

Financing receivable

Expenses reserves

Other payable

Charged/(credited) to other
comprehensive income :
Investment assets

At 31 December 2015

General  Family
Takaful Takaful Takaful
Operator Fund Fund Company
RM’000 RM’000 RM’000 RM’000
(2,256) 3 (124) (2,377)
%) - - (5)
- - 781 781
(5) - 781 776
21 17 (121) (83)
(2,240) 20 536 (1,684)
505 - - 505
222 55 284 561
343 - 343
2,973 - - 2,973
831 - - 831
4,531 398 284 5,213
(33) (10) 16 (27)
2,258 408 836 3,502
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9. Deferred tax assets/(liabilities) (continued)

50

The composition of deferred tax assets/(liabilities) before and after appropriate

offsetting, is as follows:

2015
Subject to income tax:

Deferred tax assets:(before offsetting)
Investment assets
Financing receivables
Expenses reserves
Other payables

Offsetting
Deferred tax assets after offsetting

Deferred tax liabilities:
(before offsetting)
Plant and equipments

Offsetting
Deferred tax liabilities after offsetting

2014
Presented after appropriate offsetting
as follows:

Deferred tax assets
Investment assets
Offsetting
Deferred tax assets after offsetting

Deferred tax liabilities
(before offsetting)

Plant and Equipment
Offsetting

Deferred tax liabilities after offsetting

General Family
Takaful Takaful Takaful
Operator  Fund Fund Company
RM’000 RM’000 RM’000 RM’000
265 65 836 1,166
- 343 - 343
2,973 - - 2,973
831 - - 831
4,069 408 836 5,313
(1,811) - - (1,811)
2,258 408 836 3,502
(1,811) - - (1,811)
1,811 - - 1,811
76 20 536 632
(76) - - (632)
- 20 536 -
(2,316) - - (2,316)
76 - - 632
(2,240) - - (1,684)
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10. Cash and cash equivalents

2015

Cash and bank balances

Fixed deposits with licensed
Islamic financial institutions with
maturities of less than 3 months
- Licensed bank in Malaysia

2014

Cash and bank balances

Fixed deposits with licensed
Islamic financial institutions with
maturities of less than 3 months
- Licensed bank in Malaysia

51

General Family

Takaful Takaful Takaful
Operator  Fund Fund Company
RM’000 RM’000 RM’000 RM’000
3,074 4,549 40,594 48,217
- - 3,010 3,010
3,074 4,549 43,604 51,227
3,083 67 11,150 14,300
7,000 2,660 41,780 51,440
10,083 2,727 52,930 65,740

The fixed deposits with maturities of less than 3 months placed with a licensed Islamic
bank that are held with related parties 1s NIL (2014: RM48,500,000).

11. Capital and reserves
Takatul Operator and Company

11.1 Share capital

2014
Number
of shares Amount
*000 RM*000

3,000 150,000

2015
Number
of shares = Amount
000 RM’000
Authorised:
Ordinary shares of RM50
Each
At 1 January/31 December 3,000 150,000
Issued and fully paid:
Ordinary shares of RM50
Each
At 1 January/31 December 2,000 100,000

2,000 100,000

The holders of ordinary shares are entitled to receive dividends as declared from
time to time, and are entitled to one vote per share at meetings of the Company.
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11. Capital and reserves (continued)

11.2

11.3

Fair value reserves

The fair value reserves comprise the cumulative net change in the fair value of
available-for-sale financial assets net of tax until the investments are
derecognised or impaired.

Retained earnings

The Company may distribute single tier exempt dividend to its shareholders out
of its retained carnings. Pursuant to Section 60(1) of the IFSA, the Company is
required to obtain Bank Negara Malaysia’s written approval prior to declaring or
paying any dividend with effect from financial year beginning [ January 2014.

Pursuant to the RBC Framework for Takaful Operator, the Company shall not
pay dividends if its Capital Adequacy Ratio position is less than its internal target
capital level or if the payment of dividend would impair its Capital Adequacy
Ratio position to below its intemnal target.

12. Takaful contract liabilities

Note Gross  Retakaful Net
RM’000 RM*000 RM?000

2015

General Takaful Fund 12(a) 94,288 (43,158) 51,130
Family Takaful Fund 12(b) 1,012,782 (39,391) 973,391
Company 1,107,070  (82,549) 1,024,521
2014

General Takaful Fund 12(a} 91,699 (41,844) 49,855
Family Takaful Fund 12(by 954,733 (36,374) 918,359

Company 1,046,432  (78,218) 968,214
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12. Takaful contract liabilities (continued)

(a)

General Takaful Fund

2015

Provision for claims reported by
participants

Provision for IBNR

Provision for outstanding claims

Provision for unearned contributions
Participants’ funds

2014

Provision for claims reported by
participants

Provision for IBNR

Provision for outstanding claims

Provision for unearned contributions

Participants’ funds

Provision for outstanding claims

At 1 January 2015
Claims incurred in the current year
Claims paid during the year

At 31 December 2015

At 1 January 2014
Claims incurred in the current year
Claims paid during the year

At 31 December 2014

Note

()
(ii)
(iii)

(1)
(ii)
(iif)

Gross  Retakaful Net
RM*000 RM’000 RM?000
38,728 (30,997) 7,731
27,851 (11,256) 16,595
66,579 (42,253) 24,326
18,801 (905) 17,896
8,908 - 8,908
94,288 (43,158) 51,130
44215 (33,485 10,730
23,327 (5,132) 18,195
67,542 (38,617) 28,925
19,767 (3,227) 16,540
4,390 - 4,390
91,699 (41,844) 49,855
Gross  Retakaful Net
RM’000 RM?000 RM’000
67,542 (38,617) 28,925
18,151 (12,928) 5,223
(19,114) 9,292 (9,822)
66,579 (42,253) 24,326
49,958 (28,614) 21,344
29,459 {14,496) 14,963
(11,875) 4,493 (7,382)
67,542 (38,617) 28,925
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12. Takaful contract liabilities (continued)

(ii) Provision for unearned contributions

(iif)

At 1 January 20135
Contributions written in the year (Note 19)
Contributions eamed during the year

At 31 December 2015

At 1 January 2014
Contributions written in the year (Note 19)
Contributions earned during the year

At 31 December 2014

Participants’ fund

Unallocated surplus
AFS reserves
Revenue account accumulated surplus

Unallocated surplus
At 1 January
Transfer from surplus
Retained surplus
Unrecoverable surplus

At 31 December

ATFS reserves
At 1 January
Decrease in reserves

At 31 December

54

Gross Retakaful Net
RM?000 RM’000 RM’000
19,768 (3,227) 16,541
54,930 (5,852) 49,078
(55,897) 8,174 (47,723)
18,801 (905) 17,896
16,707 (2,641) 14,066
60,819 (9,031) 51,788
(57,759) 8,445 (49,314)
19,767 (3,227) 16,540
2015 2014
RM?000 RM?*000
2,577 1,526
(31) (62)
6,362 2,926
8,908 4,390
1,526 1,354
1,129 -
(78) 201
- 29
2,577 1,526
62 9)
(93) (33)
(31) (62)
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12. Takaful contract liabilities (continued)
(a) General Takaful Fund (continued)

(iii} Participants’ fund (continued)

2015 2014
RM’000 RM’000

Revenue account accumulated surplus

At 1 January 2,926 10,023
Surplus for the year 6,211 -
Profit paid to participants (1,229) (6,700)
Transfer to unallocated surplus (1,129) -
Transfer to donation payable account - (379)
Transfer to withholding tax 417) (47)
Unrecoverable surplus - 29
At 31 December 6,362 2,926

(a) Family Takaful Fund

Note Gross Retakaful Net
RM?000 RM’000 RM?000

2015

Provision for outstanding claims (i) 12,446  (11,028) 1,418

Participants’ funds (i) 1,000,336 (28,363) 971,973
1,012,782  (39,391) 973,391

2014

Provision for outstanding claims (1) 14212 (12,228) 1,984

Participants’ funds (ii) 940,521  (24,146) 916,375

954,733  (36,374) 918,359

(i) Provision for outstanding claims
Gross  Retakaful Net
RM’000 RM’000 RM’000

At 1 January 2015 14,212 (12,228) 1,984
Claims incurred during the year 73,977  (23,338) 50,639
Claims paid during the year (75,743) 24,538 (51,205)
At 31 December 2015 12,446  (11,028) 1,418
At 1 January 2014 10,084 (8,479) 1,605
Claims incurred during the year 74,330 (27,234) 47,096
Claims paid during the year (70,202) 23,485 (46,717)

At 31 December 2014 14212 (12,228) 1,984
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12. Takaful contract liabilities (continued)
(b) Family Takaful Fund (continued)

(iiy Participants’ fund

Gross  Retakaful Net

RM’000 RM’000 RM’000
31.12.2015
Actuarial reserves 246,146  (28,363) 217,783
Unallocated surplus 52,918 - 52,918
AFS reserve (3,742) - (3,742)
Net asset value attributable to participants 363,568 - 363,568
Net asset value atiributable to unitholders 341,446 - 341,446

1,000,336  (28,363) 971,973
At 1 January 2015 040,521  (24,146) 916,375
Contributions received 95,870 - 95,870
Liabilities paid for death, maturities,

surrenders, benefits and claims (51,205) - (51,205)

Benefits and claims experience variation 567 - 567
Fees deducted (22,028) - (22,028)
Investment income 11,510 - 11,510
Retakaful reserve credit 4,217 (4,217) -
Profit paid to participants ®7 - 87
Net asset value attributable to unitholders 18,541 - 18,541
Surplus attributable to Takaful Operator (5,097) - (5,097)
Write back of impairment 41 - 41
AFS reserve (184) - (184)
Deferred tax on fair value gains (93) - 93)
Investment income distribution 11,516 - 11,516
Transfer surplus distribution to participants (3,449} - (3,449)
Others (304) - (304)
At 31 December 2015 1,000,336  (28,363) 971,973
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12. Takaful contract liabilities (continued)
(b) Family Takaful Fund (continued)
(ii) Participants’ fund

Gross Retakaful Net
RM’000 RM’000 RM?*000

31.12.2014
Actuarial reserves 231,552  (24,146) 207,406
Unallocated surplus 36,957 - 36,957
AFS reserve (3,558) - (3,558)
Net asset value attributable to participants 352,665 - 352,665
Net asset value attributable to unitholders 322,905 - 322,905
940,521  (24,146) 916,375
At 1 January 2014 833,671  (19,017) 814,654
Contributions received 146,301 - 146,301
Liabilities paid for death, maturities,
surrenders, benefits and claims (46,717) - (46,717)
Benefits and claims experience variation (379 - (379)
Fees deducted (37,763) - (37,763}
Investinent income 9,551 - 9,551
Retakaful reserve credit 5,129 (5,129) -
Profit paid to participants (286) - (286)
Net asset value attributable to unitholders 1,778 - 1,778
Surplus attributable to Takaful Operator (4,389) - (4,389)
Write back of impairment 42 - 42
AFS reserve 1,394 - 1,394
Deferred tax on fair value gains 146 - 146
Investment income distribution 35,122 - 35,122
Transfer surplus distribution to participants (4,966) - (4,966}
Others 1,887 - 1,887
At 31 December 2014 940,521 (24,146) 916,375
13. Expense reserves
Takaful Operator
and Company
2015 2014
RM’000 RM’000
At 1 January 50,574 36,019
Provision for the year, net 70 14,650
Release of provision for investment linked fund - (95)

At 31 December 50,644 50,574
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14. Takaful payables

2015

Due to agents and intermediaries

Due to retakaful companies and
cedants

Offsetting financial assets and
financial liabilities

Gross amounts of recognised
financial liabilities

Less:

Gross amounts of recognised
financial assets set off in the
statement of financial position
Net amounts of financial assets
presented in the statement of
financial position

2014

Due to agents and intermediaries

Due to retakaful companies and
cedants

Offsetting financial assets and

financial liabilities

Gross amounts of recognised
financial liabilities

Less:

Gross amounts of recognised
financial assets set off in the
statement of financial position
Net amounts of financial assets
presented in the statement of
financial position

General Family
Takaful Takaful Takaful
Operator Fund Fund Company
RM’000 RM’000 RM’000 RM’000
1,515 - 2,731 4246
- 4,518 10,234 14,752
1,515 4,518 12,965 18,998
1,515 4,518 37,171 43,204
- - 24,206 24,206
1,515 4,518 12,965 18,998
2,355 - - 2,355
- 2,770 31,225 33,995
2,355 2,770 31,225 36,350
2,355 2,770 31,225 36,350
2,355 2,770 31,225 36,350

The carrying amounts disclosed above approximate fair values at the reporting date.
All amounts are repayable within one year.

There are no

financial liabilities subjected

to an enforceable master netting

arrangement or similar agreement and financial instruments received as collateral,
nor any cash collateral pledged or received as at 31 December 2015 (2014: nil).
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15. Other payables

2015

Accrued expenses

Due to:
Takaful Operator
Investment linked fund
Immediate holding company
Related companies

Profit payable to Profit Sharing
Investment Account (Note 16)

Others

2014
Accrued expenses
Due to:
Takaful Operator
Immediate holding company
Related companies
Profit payable to Profit Sharing
Investment Account (Note 16)
Others
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General  Family
Takaful Takaful Takaful
Operator  Fund Fund Company
RM’000 RM?000 RM’000 RM’000
6,782 - - 6,782
- 5,528 9,016 -
536 - - -
278 - - 278
10,617 - - 10,617
1,269 - - 1,269
2,110 2,199 11,175 15,484
21,592 7,727 20,191 34,430
General Family
Takaful Taka