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Dear Valued Shareholders,

it iIs my pleasure and privilege to present to you Overseas Assurance Corporation (Malaysia) Berhad
(OACM) Annual Report for the financial year ended 31 December 2015 (FY2015),

A Resilient Performance

| am pleased to report that CACM turned in a resilient performance on the financial and operational fronts
despite the year's challenging operating environment. We achieved RM449 million in Gross Written
Premiums, a growth of 9.8%. This performance is all the more noteworthy given that the Malaysian
General Insurance industry only registered growth of some 2.5% over the same period.

CACM's fire class maintained its profitability and was our largest portfolio at 27.6%, followed closely by
the motor class at 23.1%. Significant growth was also seen in the new car insurance segment, which
continued to grow steadily following our penetration into the local franchise dealers market and solidifying
our business relationship with them.

Given the impending implementation of de-tariffication for the fire and motor insurance classes, we
envisage that the financial viabllity of insurers will be affected due to strong market competition. During
these phases, you can rest assured that the team at CACM will work hard to strengthen our capabilities
and resources as well as develop business strategies that will best serve our stakeholders' interests and
ensure we maintain our competitive edge.

Enhancements to Operational Efficiency

CACM continues to prioritise enhancements to operational efficiency and a further streamlining of our
background processes, This is all the more important given that we aim to deliver a high level of service
excellence that meets our customers’ requirements and needs.

The year in review, saw us working to better manage the issuance of policies by launching Project REAL
(Operations Process Realignment). In line with this initiative, the documentation of policies and claims
processing, which was once done at the branch level, have now come undar the ambit of the Head Office.
This project is helping to improve customer engagement, rationalise manpower at the branches, as well
as improve the efficiency of policy issuance and backroom operations.

In today's digital marketplace, the majority of our customers prefer simplicity and ease of access to a
hassle free-online platfarm for policy purchasing. With this in mind, we have enhanced the user interface
for our Gl eXchange {GIX) portal system for agents by simplifying and shortening the transaction process,
Now our agents have a faster and simpler way of conducting purchase transactions for their customers
via our GIX portal, particularly for products such as Travel for More, Lady Protector, Classic PA and
Easi-Shield.

Launch of a New Product

To meet our clients’ needs to have better insurance protection with medical benefit, OACM developed yet
another personal accident plan, Easi-Shiald, which was launched on 28 August 2015, Some of the key
features of this new plan include a renewal bonus of up to a maximum 80%, extensive medical expenses,
terrorism extension, double indemnity for accidental death and triple indemnity for total permanant
disablement.
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Key Corporate Events
OACM Bancassurance & OCBC Business Banking Convention

The year saw our Bancassurance team organising its first overseas convention from 23-25 April 2015 in
Phuket. This convention served as an oppertunity to recegnise the OCBC Business Banking team for their
dedication and effort in meating the sales target for 2014, An awards presentation was held for the top
branch and divisional performers of three divisions of the business namely the Large Corporate,
Commercial Bank and Emerging Business divisions.

This event has helped propel OACM and OCBC towards the same goals and at the same time helped
build a closer bond while strengthening the working relationship between the teams in both entities.

OACM Direct & Corporate and PAC Lease Gel-together Trip

From 6-8 June 2015, our Direct & Corporate team with the participation of the qualifying PAC Lease
marketing staff, crganised a three-day trip to Langkawi. The team successfully achieved its production of
goal for 2014 and is all set out to achieve more in the years to come.

Agency Force Conference

In recognition of our agency force’'s commitment to excellence and their hard work in achieving their sales
targets, OACM held the 20th Agency Conference in two countries. The event in Perth, Australia took place
on 6-10 May 2015, while the one in Phuket, Thailand took place on 22-24 May 2015. We shali continue to
engage with our agency force and encourage them to do the bast they can to achieve higher sales.

Good Stakeholder Engagement

Our stakeholder relationships are of utmost importance to us and we ensure that we balance out our
economic ambitions with good societal and environmental considerations that have a positive effect on
our stakeholders. We uphold strong corporate governance practices, which encompass action plans,
internal controls and performance measurement activities, We aiso safeguard the interests of our
shareholders by ensuring that our business is operated in an ethical manner with a good compliance
system in place.

Our employees are key assets of cur organisation and we greatly value their support, contribution and
commitment, We believe that continuous learning is important as it expands the competencies and
skills-sets of our people. This will help them respond appropriately to the rapid changas in the operating
environment and the developments throughout the world, With this in mind, we continue to roll out our Staff
Education Assistance Programme to assist cur employees to further pursue their studies and realise their
full potential and capabilities.

We are firmly guided by the 3 'I's of our organisation; the first ‘' being Initiative — to perform our job to the
best of our abilities; the second 'I' being (nvolvement — a commitment to the Company, customers and
themselves; and the third ‘I' being Integrity ~ to be trustworthy and do things the right way. In order to
deliver superior services and products to all, we shall continuously empower and strengthen our
workforce to meet the specific needs of our customers.
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Our Customers are Important

Recegnising the importance of our customers to the growth of our Company, we aim to improve our
professionalism in delivering sustainable, essential information and exceptional value 1o our customers.
This will help us gain their trust and continuous support.

Corporate Social Responsibility (CSR)

We strongly believe in giving back to society. Being able to offer our time and services for the community
helps build stronger communities and helps improve the lives of those in need. We take pride in the fact
that we have a good team of employees who volunteer themselves in all charity works organised by our
Company. The effort by OACM's employee volunteers certainly help to make a difference in keeping our
charities running well and activities well organised.

For FY2015, we visited Yayasan Sunbeam Home, a home for neglected children ranging from the age of
two to eighteen years. The day's well-planned schedule comprised teambuilding games, sing-atoeng
sessions, story reading for the little ones and tea. Prizes for games and presents were handed out to all
the children who had tremendous fun. Going forward, it is our intention to provide continuous support to
charity events and the ChildrenCare fund under the Great Eastern family CSR initiative.

Our Commitment to Outstanding Service Delivery

In December 2014, heavy rains forced a vast number of people in Kelantan and Terengganu to flee thelr
homes. The continuous heavy rain caused the situation to worsen with people having to evacuate their
homes while businesses too were affected.

Amidst this catastrophe, our Claims Department took quick action to activate our OACM's Claims
Emergency Response {CER) Plan. An appointed adjuster together with a team of Claims personnel were
deployed to the site of emergency to ensure sufficient resaources and moral support was provided to those
insured.

We are humbled yet elated that OACM was one of the first general insurers to respond so quickly and to
pricritise the settlement of all claims cases in the affected region. Recognising and understanding the
depression and agony that our customers have gone through, we shall continue to do our best to ensure
that our people continue to respond in a quick and sensitive manner to our customers, especially those in
dire need.

In Appreciation

| wish to convey my heartfelt appreciation to OACM's Board of Directors {Board) for their wise counsel and
astute insight. My deep gratitude goes to our Senior Management Team and staff for their sacrifices, hard
work and commitment to excellence. To our agents, brokers, intermediaries and customers, a big thank
you for your unwavering support, commitment and confidence in the Company.

On another note, Mr Lee Kong Yip who served as a Director since December 1998, stepped down from
the Board on 20 March 2016 upon the expiry of his term with Bank Negara Malaysia. Mr Lee contributed
generously towards the development and success of the Company and was an active participant in the
Board and the Board Committees on which he served. We wish to record our sincere gratitude to Mr Lee
Kong Yip for his invaluable contributions and wish him every success in his future endeavours.
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As we move forward, | would like to call upon all our stakeholders to lend us their steadfast support.
Together, let's build “Confidence and Trust” and bring Overseas Assurance Corporation (Malaysia)
Berhad to greater heights of success. Thank you.

1= (
Ng Kok Kheng
Chief Executive Officer
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DIRECTCRS' REPORT

The Directors have pleasure In prasenting their report together with the audited financial statements of the
Company for the year ended 31 December 2015.

PRINCIPAL ACTIVITY

The principal activity of the Company is the underwriting of all classes of general insurance business.
There has been no significant change in the nature of the principal activity during the financial year,

RESULTS
R

Net profit for the year 43,427.110

There were no material transfers to or from reserves or provisions during the financial year other than as
disclosed in the financial statements.

In the opinion of the Directors, the results of the operations of the Company during the financial year were
not substantially affected by any item, transaction or event of a material and unusual nature.

DIVIDENDS
The amounts of dividend paid by the Company since 31 December 2014 were as follows:
RM
in respect of the financial vear ended 31 December 2014 as reported in the
Directors' report of that year:
Final single tier dividend of RM0.19 per ordinary share on
100,000,000 ordinary shares paid on 28 April 2015 19,000,000

At the forthcoming Annual General Meeting ("AGM") of the Company, a final single-tier dividend in respect
of the financial year ended 31 December 2015 of RM0.11 per ordinary share on 100,000,000 ordinary
shares, amounting to a dividend payable of RM11,000,000 will be proposed for shareholder's approval.

The financial statements for the current financial year do not reflect this proposed dividend. Such

dividend, if approved by the shareholder, will be accounted for in the shareholder's equity as
appropriation of retained earnings in the next financial year ending 31 December 2016.
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DIRECTORS

The names of the Directors of the Company in office since the date of the last report and at the date of this
report are:

Mr Norman |p Ka Cheung (Chairman}

Y Bhg Dato' Yeoh Beow Tit

Y Bhg Dato Keh Yaw Hui

Mr Ng Hon Scon

Mr Khor Hock Seng (Appointed on 1 March 2016)
Mr Lee Kong Yip (Stepped down on 20 March 2016)

In accordance with Section 129 of the Companies Act 1865, Mr Lee Kong Yip would not offer himself for
re-appointment and wish to retire as a Director of the Company following the Bank Negara Malaysia
director's tenure which would end on 20 March 2016,

In accordance with Article 79 of the Company's Articles of Association, Mr Norman Ip Ka Cheung would
retire at the forthcoming AGM and, being eligible, offers himself for re-election.

DIRECTORS' BENEFITS

Neither at the end of the financial year, nor at any time during that year, did there subsist any arrangement
to which the Company was a party, whereby the Directors might acquire benefits by means of the
acquisition of shares in or debentures of the Company or any other body corporate, other than the options
over shares in the Company's ultimate holding company as disclosed in this report.

Since the end of the previous financial year, no Director has received or become entitled to receive a
benefit {other than benefits included in the aggregate amount of emolurments received or due and
receivable by the Directors as shown in Notes 22(b} and 29(b) to the financial statements) by reason of a
contract made by the Company or a related corporation with any Director or with a firm of which the
Director is a member or with a company in which the Director has a substantial financial interest reguired
to be disclosed under Section 169(8) of the Companies Act, 1965,

02248.F









Building

l Confide..__ _ ..

CORPORATE GOVERNANCE

The Company has taken concerted steps to comply with Bank Negara Malaysia's guidelines BNM/RH/GL
003-2 on "Prudential Framework of Corporate Governance for Insurers” including the best practices
referred to in the guideline. The Company is committed to the principles prescribed in this guideline to
ensure public accountability at all times. Further details are disclosed on pages 20 to 37 of the financial
statements.

OTHER STATUTORY INFORMATION

(a) Before the balance sheet and income statement of the Company were made out, the Directors took
reasonable steps:

(i) to ascertain that proper action had been taken in relation to the writing off of bad debts and the
making of provision for doubtful debts and satisfied themselves that all known bad debts had
been written off and that adeguate provision had been made far doubtful debts; and

(i) to ensure that any current assets which were unlikely to realise their values as shown in the
accounting records in the ordinary course of business have been written down 1o an amount which
they might be expected so to realise.

(b) At the date of this report, the Directors are not aware of any circumstances which would render;

(i) ihe amount written off for bad debts or the amount of provision for doubtful debts in the financial
statements of the Company inadequate to any substantial extent; and

(i) the values attributed to current assets in the financial statements of the Company misleading.
(c) At the date of this report, the Directors are not aware of any circumstances which have arisen which

would render adherence to the existing method of valuation of assets or liabilities of the Company
misleading or inappropriate.
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OTHER STATUTORY INFORMATION (CONT'D.)

(d) At the date of this report, the Directors are not aware of any circumnstances not otherwise dealt with in
this report or in the financial statements of the Company which would render any amount stated in the
financial staterments misleading.

(e} Atthe date of this report, there does not exist:

{iy any charge on the assets of the Company which has arisen since the end of the financial year
which secures the liabilities of any other person; or

(ity any contingent liability in respect of the Company which has arisen since the end of the financial
year,

(f) In the opinion of the Directors:

{iy no contingent liability or other liability has become enforceable or is likely to become enforceable
within the pericd of twelve months after the end of the financial year which will or may affect the
ability of the Company to meet its obligations as and when they fall due; and

{iiy no itern, transaction or event of a material and unusual nature has arisen in the interval between
the end of the financial year and the date of this report which is likely to affect substantially the
results of the operations of the Company for the financial year in which this repert is made.

(g) Before the balance sheet and income statement of the Company were made out, the Directors took
reasonable steps to ascertain that there was adequate provision for its insurance contract liabilities in
accordance with the valuation method specified in Part D of the Risk-Based Capital ("RBC")
Framework for insurers issued by Bank Negara Malaysia {"BNM"),

Fer the purpose of paragraphs (e)ii) and (f)(i) above, contingent or other liabilities do not include liabilities
arising from contracts of insurance underwritten in the ordinary course of business of the Company.
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SIGNIFICANT AND SUBSEQUENT EVENTS

There were no significant events during or subsequent events after the financial year.

AUDITORS
The auditors, Ernst & Young, have expressed their willingness to continue in office.

Signed on behalf of the Beard in accordance with a resolution of the Directors dated 29 March 2016.

-
Q’M W
Yeoh Beow Tit Koh Yaw Hui

e
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CORPORATE GOVERNANCE (as referred to in the Directors' Report)

Overseas Assurance Corporation {(Malaysia) Berhad (the “Company”) is committed to uphold good
corporate governance practices, in conformity with Bank Negara Malaysia ("BNM") Guidelines on
“Prudential Framework of Corporate Governance for Insurers” (BNM/RH/GL 003-2) dated 19 June 2013
(the "Framework”) and is continually enhancing standards of the overall governance of the Company. The
Framewaork is divided into six main sections namely, Board Responsibility and Oversight, Management
Accountahbility, Corporate Independence, Interna!l Controls and Operational Risk Management, Public
Accountability, and Financial Reporting. There are 33 principles in the Framework,

The Company adopts management practices that are consistent with the Framework. It has also complied
with the prescriptive applications and most of the best practices principles enshrined in the Frameawork.

PART A. BOARD RESPONSIBILITY AND OVERSIGHT
Board's Conduct of Affairs

The Board of Directors (the “Board") has overall responsibility for leading the Company and providing
strategic directions in terms of corporate objectives, monitoring performance goals, and business
strategies for the Company. The prime stewardship responsibility of the Board is to ensure the viability of
the Company and that it is managed in the best interest of the Shareholders as a whole while taking into
account the interests of other stakeholders. Its principal roles and functions, amongst others, include the
following:

(a} review and approve the annual business and strategic plans of the Company;
(b) oversee the conduct of the Company's business to ensure that the business is properly managed
towards achieving the insurer's corporate objectives, and that the Company’s dealings with its policy

owners, claimants and creditors are conducted in a fair and equitable manner;

(c) identify key business risks, determines the risk appetite of the Company and ensure the
imptementation of appropriate systems to manage risks within established risk-tolerance limits;

(d) ensure the adequacy and integrity of the Company’s internal control and management information
systems, including systems for monitoring compliance with applicable laws, regulations, rules,
directives and guldelines; and

(e} ensure that proper management succession and performance management are in piace for the
Company to meet its objectives.
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.}

The Company had adopted imernal guidelines on matters which require Board's approval, Matters
requiring Board's approval include corporate restructuring, major acquisition and disposal of assets by
the Company, all material and special related party transactions, authority levels for the Company's core
functions, outsourcing of core business functions, as well as corporate policies on investment,
underwriting, reinsurance, claims management and risk management.

Board Committees

The Board had established specialised Board Committees and delegated certain specific governance
responsibilities to the Board Committees, which operate within clearly defined Board-approved terms of
reference, primarily to assist the Board in the execution of its oversight of the operations and business
affairs of the Company. Although the Board Committees are granted such discretionary authority to
deliberate and decide on certain key and operational matters, the ultimate responsibility for decision
making on all matters lies with the Board. The Board Committees of the Company consist of the
Nominating Committee, Remuneration Committee, Audit Committee and Board Risk Committee. Details of
the roles and principal responsibilities of the Board Committees are set out in relevant sections on the
respective Board Committees herein. Minutes of meetings of these Board Committees were maintained
and circulated to the Board on a regular basis.

Meetings and Directors’ Attendance

The Board and Board Committees' meetings are scheduled in advance for the year and ad hoc Board and
Board Committees’ meetings are convened on a need to basis to address urgent issues and/or critical
matters between the scheduled meetings. At the Beard and Beoard Committees’ meetings, the Board
reviews the business performance and key activities of the Company presented by Senior Management
Team, and considers business proposals of a significant nature. All members of the Board participated
actively in the discussions and decisions were made objectively in the interests of the Company. During
the financial year ended 2015, the Board met seven (7) times to deliberate and consider a variety of
significant matters that required its guidance and approval.

All Directors meeting attendance was 100%, hence complied with the minimum 75% attendance at Board
meetings as stipulated in the Framework
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Board Membership (cont'd.}

The Board members of the Company are from diverse backgrounds and gualifications and bring a wide
range of financial and commercial experience to the Board. Collectively, they provide the necessary
business acumen, knowledge, capabilities and competencies to the Company, including industry
knowledge in insurance, investment and asset management, banking, accounting, finance, strategy
formulation, management experience, risk management and familiarity with regulatory requirements. The
diversity of experience and competencies of the Directors enhance the effectiveness of the Board in
discharging its responsibilities. Directors who serve on the Board Committees have an appropriate mix of
skills and capabilities, taking into account the skill set required for the Board Committees to perform their
respective rales and responsibilities.

Each Director had been approved by BNM for appointment ar re-appointment (as the case may be) to the
Company's Board for a term of not more than three years. Applications for re-appointment of Directors
were submitted to BNM for approval at least three months before the expiry of the BNM term of
appointment, in accordance with the provisions of BNM Guidelines on "Minimum Standards for Prudential
Management of Insurers {Consolidated)” (BNM/RH/GL 003-01).

The Company’s Articles of Association provide for one-third of the remaining directors ta retire from office
by rotation and if eligible, to be re-elected at the Annual General Meeting ("AGM™) of the Company. A
Director who is aver 70 years old is subject to re-appointment annually in accordance with Section 129(8)
of the Companies Act, 1965, For Directors whose BNM term of appointment has not expired at the time of
the AGM, but who are required to retire by rotation from office or pursuant to Section 129(6) and are
eligible for re-election/re-appaintment, BNM's approval is not reguired to re-elect/re-appoint the Directors
concerned at the AGM.,

On a yearly basis, the Directars are subject to an internal declaration to review their status of compliance
with Sections 59, 60 and 61 of the Financial Services Act 2013 which came into effect on 30 June 2013,
on their fulfilment of the minimum criteria of a “fit and proper person”. Pursuant to the “Fit and Proper Policy
for Key Responsible Persons” {the “KRP Policy”) of the Company which is in line with BNM Guidelines on
“Fit and Proper Criteria” {(BNM/RH/GL 018-5), all Directors and the Chief Executive Officer {"CEQ"},
amongst others, are collectively referred to as Key Responsible Persons ("KRP"). Such KRPs, prior to or
on appointment/re-appointment {upon the expiry of their respective BNM term of appointment) and
thereafter on an annual basis, will need to declare that they remain *fit and proper”.
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Board Orientation and Training

Newly appointed Directors will be apprised of their statutory duties and obligations and receive an
In-House Qrientation and Education Programme which includes presentations by the Senior Management
Team. On an on-going basis, the Company organised in-house trainings for the Directors to share the
in-sight into the general insurance industry and the Company, ameng others topics related to new
legislations, actuarial and investments. The Company encourages continuous professional development
for the benefit of Directors and Directors are kept abreast of the developments in the market place through
attendance of relevant education programmes, seminars, talks on relevant subject fields, as well as
periodic circulation of business reading materials. The Directors have altended the high level Financial
Institutions Directors’ Education (“FIDE") Programmes developed by BNM and Perbadanan Insurans
Deposit Malaysia, administered by the ICLIF Leadership and Governance Centre. They also participate in
on-going talk and dialogue sessions organised by FIDE Forum. Directors are also promptly updated with
any policy issues, administrative changes and new regulatory developments as appropriate. The
Company had made available resources for Directors to receive knowledge in any specific area.

Chairman and Chief Executive Officer

The positions and roles of the Chairman, Mr Norman Ip Ka Cheung and the CEQ, Mr Ng Kok Kheng are
distinct and separate, with clear division of responsibility between them to ensure an appropriate balance
of authority, increased accountability and greater capacity of the Board for independent decision making.
The Chairman and the CEQ are not related to each other,

The principal responsibilities of the Chairman include leading the Board to ensure its effectiveness on
various aspects of the Board's role, approving the meeting agenda of the Board and monitoring the quality
and timeliness of the flow of information from Management to the Board. The Chairman, with the
assistance of the Company Secretary, facilitates the convening of Board meetings. The Chairman also
facilitates rohust discussions and deliberations in Board meetings, encourages constructive relations
between Directors, as well as between the Board and Management. The Chairman promotes high
standards of corporate governance with the full suppert of the other Directors, the Company Secretary
and Management,
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Chairman and Chief Executive Officer {cont'd.)

The CEO manages the Company and oversees its business operations in accordance with the Group's
strategy, plans and policies to achieve the corporate performance and financial goals, ensuring inter alia,
operational and organisational efficiency, profit performance and effective risk management.

The implementation of the Board's decisions is carried out with the assistance of the Senior Management
Team of the Company. Collectively they are responsible for the day-to-day operations and administration
of the Company.

Access to Information

The Board members are provided with relevant and timely information and reports, including background
explanatory information relating to matters brought before the Board, forecasts, regular internal financial
statements of the Company and explanations of material variances between budgeted and actual results.
The Senior Management Team of the Company is invited to attend Board meetings to provide additional
insights, views and explanations into the matters being discussed. The Directors have independent
access to the advice and services of the Company Secretary and the Senior Management Team and may
reguest to be furnished with additional information or clarification, particularly in respect of complex and
technical issues tabled to the Board. Occasionally, external consultants may be invited to advise or brief
the Board.

The Board members have unfettered access to all information within the Company, whether as a full board
or in their individual capacity, for the purpose of carrying out their duties and responsibilities.

Nominating Committee

The Nominating Committee comprised the following Directors, 4 of whom are Independent Non-Executive
Directors:

Yg Bhg Dato’ Yeoh Beow Tit - Chairman
Norman Ip Ka Cheung

Yg Bhg Dato Koh Yaw Hui

Lee Kong Yip

Ng Hon Soon
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Nominating Committee (cont'd.)

The members of the Nominating Committee possess the appropriate mix of skills and experience, and are
appropriately qualified to discharge their responsibilities.

With the endorsement of the Board, the Nominating Committee had established the minimum
requirements for the Board and the CEQ to perform their responsibilities effectively following statutory
requirements.

The Nominating Committee is entrusted with the responsibility of proposing new nominees for
appointment to the Board te ensure that nominations of new Directors are made in the best interest of the
Company and its shareholders. It assesses ihe suitahility of the new nominees, by taking into
consideration their professional qualifications, integrity, financial and commercial business experience
and expertise relevant to the Company with potential to complement the skills, knowledge and expertise
of the Board.

The Nominating Committee makes recommendations to the Board on all such nominations of Directors as
well as nominations to fill up Board Committees. The Nominating Committee alse recommends the
re-appointment of Directors to the Board. In considering the re-appointrment, the Nominating Committee
will take into account the Directors' aftendance and participation at meetings, their expertise and
commitment, as well as their contributions at Board discussions and for the effectiveness of ihe Board.

Apart from nomination/appointment of new Directors or re-appointment of existing Directors, the
Nominating Committee is also responsible to recommend and assess the nominee for the position of CEQ
and re-appointment of existing CEQC. The Nominating Committee also oversee the appointment and
management succession planning of the Key Senior Officers ("K30s") of the Company.

The procedures for such nominations and appointments, including re-appeointments are in place and duly
approved by the Board. These have been drawn up in line with the prescribed regulatory and legal
requirements.

Cn an annual basis, the Nominating Committee reviews the Board's structure, size and composition and
makes recommendations to the Board with regards to any changes that are deemed necessary.
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Nominating Committee (cont'd.)

The Neominating Committee has in place a mechanism tc carry out the Board-approved process for
assessing the effectiveness of the Beard as a whole and of the Board Committees, and presents its
findings to the Beoard. The Board's profile is reviewed on an annual basis, considering the current needs
and aspirations of the Company. No Director was involved in the assessment of his own contribution to the
effectiveness of the overall Board.

The Nominating Committee is respeonsible to oversee performance evaluation of CEQ and KSOs.
Whenever applicable and consistent with the prescribed Framework, the Nominating Committee's
recommendations on the CEQ and KSO would be made in consultation with the input from the Chairman
of the Audit Committee and Beard Risk Committee.

The Nominating Committee is also responsible to ensure all KRAPs fulfil the fit and proper requirements, in
line with the KAP Policy.

Remuneration Committee

The Remuneration Committee comprised the following Directors, all of whom are Independent
Non-Executive Directors:

Yg Bhg Dato’ Yeoh Beow Tit - Chairman
Norman Ip Ka Cheung
Lee Keng Yip

A Board-approved Framework on Remuneration for Directors, CEQ and KSOs is in place. The
Remuneration Committee is charged with the responsibility of reviewing and recommending to the Board,
the remuneration packages of Directors, the CEOQ and KSOs. This will ensure that the Company remains
competitive in terms of compensation and is able to attract, retaln and motivate the calibre needed to
manage the Company successfully, while at the same time satisfying itself that the compensation
packages are not excessive and consistent with the prudent management of the Company's affairs.

The Remuneration Committee performs an annual review of the Directors’ fees and submits its
recommendations for approval by the Board. No Director was involved in deciding his own remuneration.

Non-Executive Directors are paid Directors' fees which are recommended by the Board for shareholders’
approval at the Company's AGM.
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Audit Commitiee

The Audit Committee comprised the following Direciors, all of whom are Independent Non-Executive
Directors;

Y Bhg Dato' Yeoh Beow Tit - Chairman
Norman Ip Ka Cheung

Les Kong Yip

Ng Hon Soon

The members of the Audit Committee are appropriately qualified to discharge their responsibilities as
prescribed by the Framework. The Audit Committee is authorised by the Board to investigate any matter
within its terms of reference and has the co-operation as well as full and independent access to the
Company's Management, Internal Auditors and External Auditors. The Audit Committee, in performing its
functions, has met at least annually with the Internal and External Auditors, without the presence of
Management. Adequate resources are made available to the Audit Committee to enable it to discharge its
roles and responsibilities. The internal audit function is to provide an independent assurance on the
adeguacy, integrity, compliance and effectiveness of the Company's overall system of internal controls,
The Chief Internal Auditor reports functionally to the Audit Committee and Group Chief Internal Auditor,
and administratively to the CEOQ.

The Audit Committee carried out functions as specified in the Companies Act 1965, Financial Services Act
2013, BNM Guidelines and other relevant guidelines and regulations.

The Audit Committee discharged the following functions:
(a) Reviewed with the Internal Auditors:

(i) their audit plans, their evaluation of the system of internal controls and their audit findings; as well
as Management's response to those findings;

(i) the scope and results of the internal audit procedures and resources needed; and

(iii) the assistance given by the officers of the company o the internal auditors.
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Audit Committee {conf'd.}
(b} Reviewed with the External Auditors;

{iy their audit plans prior to the commencement of the annual audit;

(i} the interim financial statements and the audited financial statements of the Company for the
financial year and the auditors’ report thereon for submission to the Board for consideration and
approval thereafter;

{iii) the interim financial statements and the audited financial statements of the Company for the
financial year and the auditors' report thereon for submission to the Board for consideration and
approval thereafter;

{iv) the implications and impact of new or propocsed changes in financial reporting standards,
accounting policies and regulatory reguirements on the financial statements together with the

Senior Management Team;

{v) any significant financial reporting issues, to ensure the integrity of the financial statements of the
Company; and

{vi) the assistance given by the officers of the Company, including the internal auditors, to the external
auditors,

(c} Reviewed and evaluated, on behalf of the Board, the adequacy of the system of internal control,
including accounting controls, taking input from external auditors, internal auditors, risk management
and compliance functions.

(d) Maintained an appropriate relationship with both the external auditors and internal auditors, and met
at least annually with the Management, external auditors and internal auditors in separate sessions, to
consider any other matters which may be raised privately.

(e} Reviewed the cutsourced servicing fee relating to internal audit.

(f) Made recommendation to the Board on the re-appeointment of the external auditor and their
remuneration and terms of engagement.
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Board Risk Committee
The Board Risk Committee comprised the following Directors, all of whom are Independent Directors:
Lee Kong Yip - Chairman
Y Bhg Dato' Yeoh Beow Tit
Ng Hon Soon
The Beoard Risk Committee supports the Board in the overall risk management oversight of the Company
and in ensuring the effectiveness and adequacy of the risk management processes and practices put in
place by the Company.

The Board Risk Committee discharged the following functions:

Governance & Oversight

(a) reviewed the overall risk management philosophy, in line with the overall corporate strategy and risk
tolerance set and approved by the Board;

(b) reviewed and endorsed framewaorks, policies, charters, strategies and limits relating to the Company's
risk management, investment management, asset-liability management and liability management
activities for the Board's approval;

(c) endorsed the Group Risk Management Charter outlining the fundamental principles, roles,
responsibilities, authority and reporting line of the Risk Management and Compliance functions for the
Board's adoption;

(d) reviewed the services of the outsourced function and outsourced servicing fee relating to risk
management and compliance;

(e} reviewed and recommended risk tolerance levels (Risk Appetite Statement and Regulatory Limits) for
the Board's approval;

(f) ovarsight of the establishment and implementation of approved frameworks, policies, charters,
strategies and limits; and where required, endorse deviations from approved frameworks and
policies;

(g) reviewed the adequacy of risk management practices for material risks, such as market, credit,
liquidity, insurance, operational, technology, requlatory and compliance risks on a regular basis;
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PART A. BOARD RESPONSIBILITY AND OVERSIGHT (CONT'D.)
Board Risk Committee {cont'd.)

Governance & Cversight {cont'd.}

(h} reviewed Management's framewerks, policies and strategies that govern the process for identifying,
assessing and managing risks and review Management's performance against these frameworks,
and peolicies and strategies;

(Y reviewed the adequacy of frameworks, policies, strategies and resources for the perfermance of risk
management, investment management, asset-liability management and liability management
activities;

() initiated review and action as appropriate for prudent risk management;

(k) ensured that the risk management function has adequate infrastructure and resources; and that it is
staffed by an appropriate number of experienced and qualified employees who are sufficiently
independent to perform their duties objectively;

(I} reviewed the scope, effectiveness and objectivity of the risk management function;

Risk Management

{m) reviewed reporis to menitor and control the Company's risk exposures, which include the Enterprise
Risk Dashboard;

(n) reviewed and endorsed the annual Risk Disclosures for the Board's approval;

Investment, Asset-liability & Liability Management

(o) reviewed and endorsed the annual strategic asset allocation and tactical asset allocation limits for the
Board's approval;

(p) reviewed and endorsed new risk exposures including new insurance product risk, new asset class,
complex instrument/structures and investment transactions within the Limits Policy for the Board's
approval;

(q) reviewed the assets and pertfolios in the watchlist; and

(r) reviewed reports to moniter and centrol the Company’s financial risk exposures, which include the
Investment Dashbeard.
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PART B. MANAGEMENT ACCOUNTABILITY

Whilst the Board is responsible for establishing appropriate framework and policies within which the
Company should operate, the Management is accountable for effecting such policies and responsible for
accomplishing the Company’s strategic objectives. All framework/policies/charters including the Authority
Grid, are annually reviewed by the Board Risk Commitiee and approved by the Board.

There is a clear division of responsibilities between top management positions. The Company has an
organisation structure that is well documented and reviewed for relevancy. It clearly establishes the job
description and authority limits of the senicr management, line management and executive employees
and any significant changes are communicated to the staff.

The Authority Grid of the Company, which essentially is 2 culmination of the various authority limits
delegated to the Board as well as the CEQ, is in place and communicated to relevant staff. The Grid
covers business strategy and growth (including capital requirements and investment vehicles), people,
operational transaction limits {amongst others inciude the appointment of consultants, donations, write-off
and new insurance product risk), balance sheet management and investment transaction limits.

Directors and relevant officers of the Company comply with the disclosure reguirements and avoid
conflicts of interest as enshrined in the Companies Act 1985 and Financial Services Act 2013, All tender,
investment activities and related party transactions of the Company were conducted at arm's length, on
commercial terms and in the ordinary course of business.

All corporate policies relating to investment, claims, reinsurance, claims management and risk
management as referred to in the Framework were approved by the Board and reviewed accordingly to
keep abreast with changes.

PART €. CORPORATE INDEPENDENCE

The Company had met all the requirements of BNM Guidelines on “Related Party Transactions”
(BNM/RH/GL 018-8), the Malaysian Financial Reporting Standard (“MFRS"} 124: Related Party Disclosure
and Financial Services Act 2013 in respect of related party transactions. The Company has implemented
Policies and Procedures on Related Party Transactions covering the definitions of related party
transactions and related parties, and the authorities and procedures for approving, monitoring and
reporting of such transactions. All material related party transactlons are disclosed in the audited financial
statements in accordance with MFRS 124; please refar to Note 29 in the Company's financial statements.
The Board had set a more siringent requirement, in that all related party transactions irrespective of
materiality must be submitted to the AC for review prior to their submission to the Board for
approval/notation.
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PART D. INTERNAL CONTROLS AND OPERATIONAL RISK MANAGEMENT

The Board has overall oversight responsibility to ensure that the Company maintains an adequate systam
of internal controls and that the Company has effective and efficient operations, risk management and
internal controls, as well as procedures to ensure compliance with laws, regulations, internal guidelines
and requirements to safeguard the assets of the Company and stakeholders’ interests.

In terms of segregation of duties, procedures are in place to ensure that staff are not assigned with
potential conflicting responsibilities, relating to, amongst others, approvals, disbursements and
administration of policies, execution and recording of investment matters, operational and internal
audit/compliance functions, execution and custody of title documents and underwriting and credit
control.

The investment limits that have considered the limits pursuant to BNM Guidelines on “Risk-Based Capital
Framework for Insurers" (BNM/RH/GL 003-24) are in place to contain the Company's investment
exposure. In addition, investment transactions are governed by the requirements set out in the Authority
Grid. Both investment limits and transactions are observed at all times by the Investment Team and
monitored independently by the Risk Management & Compliance Team.

A Reinsurance Management Strategy ("RMS"} for the insurance risks covered by the Company is in place,
The RMS defined the responsibility of the Board/Management in managing and operating the reinsurance
programme. Ceding of risks must comply with the Company's approved framework and waivers from the
Company's holding company are required for breaches of limits.

All new general insurance products are governed by the Company's Product Pricing Policy ('Policy’). All
products launched by the Company will require the prior approval of a Management Committee. A
product risk assessment also forms part of the process for new product approvals which includes
considerations on risks relating to pricing, investment, marketability and support for the product. The
Board Risk Committee is updated on the new products on quarterly basis.

Actuarial Department, together with Investment and Risk Management Teams, conducts half-yearly stress
tests to ascertain the Company's financial condition under various risk scenarios.
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PART D. INTERNAL CONTROLS AND OPERATIONAL RISK MANAGEMENT (CONT'D.)

The Directors, CEQO and Senior Management Team of the Company are committed to maintaining a
risk-conscious culture in the Company. The Company engages the services of the Risk Management and
Compliance Department of Great Eastern Life Assurance {Malaysia) Berhad {("GELM") in discharging its
duties and responsibilities, as enshrined in the BNM guidelines relating to risk management and
compliance. The Company has adopted its holding company’s Enterprise Risk Management Framework
and other supplementary risk management frameworks, and they provide broad guiding principles and
the minimum standards on risk management. The Framework also affirms the role and responsibilities for
risk managemsnt and establishes the monitoring and reporting reguirements, which are all aimed at
embedding sound risk management practices and culture within the business and ensuring that the
Company continues to expand its business with the right risk management discipline, practices and
processes in place. The Company has also established an Information Security Policy and related
standards and guidelines to protect the confidentiality, integrity and availability of the Company's data.

The Compliance Matrix and Compliance Reguirements Self-Assessment are tools to assist the respective
Head of Departments in conducting self-assessment on the effectiveness of the compliance procedures
and identification of compliance gaps. The Risk and Control Self Assessment process that is in place
enables the various functions to identify and assess the management of risks and effectiveness of internal
controls of the Company. Further, the Company had established its risk appetite statement, which is
reviewed annually.

Regulatory breaches are consolidated on a quarterly basis and updated to the Board Risk Committee on
bi-monthly basis. The operational incident reporting has enabled the Company to take appropriate
corrective actions and there is a process in place to collate statistics of Key Risk Indicators for BNM
reporting on a regular basis through Operational Risk Integrated Online Network (ORION),

The disclosures of the Company’s risk management policies are set out under Note 30 in the Company's
financial statements.

The Company has in place robust Business Continuity Management practices, with adequate facility for
business resumptions. Disaster recovery and business continuity testing are carried out semi-annually
and annually, respectively.

Internal Audit

The Company utilises the outsourced services of the Internal Audit Department of GELM, which assists
the Audit Commitiee in discharging its duties and respeonsibilities. The requirements of the BNM
Guidelines on “Internal Audit Functlon of Licensed Institutions™ (BNM/RH/GL 013-4) have been met. The
Audit Committee reviews the yearly internal audit plan and the audit reports as well as the follow-up
actions an audit observations made by the internal auditors.
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PART D. INTERNAL CONTROLS AND OPERATIONAL RISK MANAGEMENT {CONT'D.)
Internal Audit {cont'd.)

Continuous assessment of the effectiveness and adequacy of internal controls, which includes an
independent examination of controls by the internal audit function, ensures that corrective actions, where
necessary, are taken in a timety manner. All audit reports are submitted to the Audit Committee, CEO and
Management of the unit being audited within one month of completion of audit. Audit findings and
recommendations are communicated to Senior Management Team and closely monitored for resolution.
The activities of the Audit Committee including number of Audit Committee meetings held in a year and
details of attendance of each individual members are submitted annually to BNM.

PART E. PUBLIC ACCOQUNTABILITY

The Company recognises that it is responsible for maintaining a strong public accountability and
promotion of fair practices. It has in place procedures and operational policies which are designed to
ensure compliance with the “Provisions Relating to Policies" under Section 128 of the Financial Services
Act 2013 (as well as Schedule B).

The Company had adopted a Code of Ethics and Conduct as well as other internal policies which sets out
the guiding principles and minimum standards expected of its employees such as the highest standards
of ethical conduct and professional integrity. The Code of Ethics and Conduct also provides guidance on
areas such as the Company's position against conflict of interest and the appropriate disclosures to be
made, misuse of position, misuse of information, maintaining completeness, accuracy and confidentiality
of information, and fair and equitable treatment to all policy owners and other stakeholders. The Code of
Ethics and Conduct is available on the Company's staff intranet.

The members of the field force similarly adhere to the circulars and directives in the form of Agency Rules
& Regulations issued by the Company, the applicable Code of Ethics and Conduct issued by PIAM as well
as requirements set out by BNM.

Members of the public are made aware of avenues for which they can appeal against the Company's
practices or decisions by alerting them via the policy contracts, to the existence of the Financial Mediation
Bureau and BNM's Customer Services Bureau. This is in compliance with the requirements of BNM
Guidelines on “Claims Settlement Practices (Consolidated)” (BNM/RH/GL 003-9), The Company has in
place a Treating Customer Fairty (“TCF") Policy that defines the responsibilities of Board and Management
in ensuring that customers are treated fairly when dealing with the Company. The Financial Services
(Financial Ombudsmen Scheme} Regulations 2015, gazetted on 11 September 2015 aims to enhance the
financial dispute resolution arrangements for consumers protection. The Financial Ombudsmen Scheme
is expected to commence its operation in the second quarter of 2016.
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PART E. PUBLIC ACCOUNTABILITY (CONT'D.)

The BNM Guidelines on “Unfair Practices in Insurance Business" (BNM/RH/GL 003-6) was issued as part
of a cohesive effert to promote higher standards of transparency, professionalism, greater market
discipline and accountahility in the conduct of insurance business and protection of policyholders. The
Company has implemented measures to enhance compliance of requirements prescribed in BNM/RH/GL
003-6. As part of its commitment to provide effective and fair services, a Complaint Handling Unit has
been established in accordance with BNM Guidelines on “Complaints Handling” (BNM/BH/GL 000-4)
where the unit acts as a single point of contact for customers to lodge a complaint as well as {0 ensure
that complaints were resolved in a fair and consistent manner.

With the establishment of an Anti-Money Laundering and Countering the Financing of Terrorism
("AML/CFT") Policy by the Company in ensuring compliance with relevant AML/CFT national laws,
regulations and guidelines, the Company is constantly enhancing its AML/CFT measures, focusing on
areas relating to Know Your Customer/Customer Due Diligence ("KYC/CDD") at the stage of acceptance
of new business. The robust KYC/CDD standards and processes in place act as a barrier in safeguarding
the Company's interest by minimising the risk for the Company from being used as a platform for money
laundering or terrorist financing activities.

A Whistleblowing Policy is in ptace for staff and external parties to raise concerns about possible
improprieties in matters of financial reporting or other matters in confidence. Concerns expressed
anonymously will be considered and investigated on the basis of their merits,

PART F. FINANCIAL REPORTING

The Board has overall oversight responsibility, and exercises due care and diligence in ensuring that the
Company’s accounting records are properly kept. It also ensures that the Company’s financial statements
are prepared and audited in accordance with approved accounting standards and in compliance with the
regulatory and statutory requirements in Malaysia sc as to give a true and fair view of the Company's
financial position.

The Board and the Audit Committee are provided with regular comprehensive information and analyses
on the financial reports together with explanation for any material variances of the financial data of the
Company.

Cn a monthly basis, the business and operational performance reports are submitted to the Senior
Management Team for review so that necessary remedial actions can be taken on any shortfall or
variances against budgets. The Board takes note of the decisions and salient matters deliberated by the
Board or Management Committees through the minutes of their meetings which are tabled to the Boara.

The abridged financial statements of the Company are published in the national press and copies are also
displayed at all branch offices and posted on the Company's website.
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PURSUANT TO SECTION 169{15) OF THE COMPANIES ACT, 1965

We, Yeoh Beow Tit and Koh Yaw Hui, being two of the Directors of Overseas Assurance Corporation
{(Malaysia) Berhad, do hereby state that, in the opinion of the Directors, the accompanying financial
staterments set out on pages 41 to 130 are drawn up in accordance with Malaysian Financial Reporting
Standards, International Financial Reporting Standards and the Companies Act, 1965 in Malaysia so as to
give a true and fair view of the financial position of the Company as at 31 December 2015 and of its
financial performance and the cash flows for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the Directors dated 28 March 20186.

"'
W w
¥ Koh Yaw Hui

eoh Beow Tit

PURSUANT TO SECTION 169(16) OF THE COMPANIES ACT, 1965

I, Khoo Scok Hooi, being the officer primarily responsible for the financial management of Overseas
Assurance Corporation (Malaysia) Berhad, do solemnly and sincerely declare that the accompanying
financial statements set out on pages 41 to 130 are in my opinion correct, and | make this solemn
declaration conscientiously believing the same to be true and by virtue of the provisions of the Statutory
Dectarations Act, 1960,

Subscribed and solemnly declared

by the abovenamed Khoo Sook Hooi at
Kuala Lumpur in the Federal Territory
on 29 March 2016

Before me,

{3

Khoo Sook Hooi

NO: 17, JALAN PETALING
50000 KUALA LUMPUR

022437



Builling
Confide....

INDEPENDENT AUDITORS' REPORT TO THE MEMBER OF
OVERSEAS ASSURANCE CORPORATION (MALAYSIA) BERHAD
{INCORPORATED IN MALAYSIA)

HReport on the financial statements

We have audited the financial statements of Overseas Assurance Corporation (Malaysia) Berhad, which
comprise the balance sheet as at 31 December 2015, and the income statement, statement of
comprehensive income, statement of changes in equity and cash flow statement for the year then ended,
and a summary of significant accounting policies and other explanatory information, as set out on pages
4110 130.

Directors’ responsibifity for the financial statements

The directors of the Company are responsible for the preparation of financial statements so as to give a
true and fair view in accerdance with Malaysian Financial Reporting Standards, International Financial
Reporting Standards and the Companies Act, 1965 in Malaysia, The directors are also responsible for
such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Malaysta. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment of
risks of material misstatement of the financial statements, whether due to fraud or error. In making those
fisk assessments, we consider internal control relevant to the entity’'s preparation of financial statements
that give a true and fair view in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity's internal control.  An
audit also includes evaluating the appropriateness of the accounting policies used and the
reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

We balieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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INDEPENDENT AUDITORS' REPORT TO THE MEMBER OF
OVERSEAS ASSURANCE CORPORATION {MALAYSIA) BERHAD {CONT’D.)
(INCORPORATED IN MALAYSIA)

Opinion

In our opinion, the financial statements have been properly drawn up in accordance with Malaysian
Financial Reporting Standards, International Financial Reporting Standards and the Companies Act, 1365
in Malaysia so as to give a true and fair view of the financial position of the Company as at 31 December
2015 and of its financial performance and cash flows for the year then ended.

Emphasis of Matter

We draw attention to Note 32 of the financial statements which describes the development in respect to
the determination of Incurred But Not Reported ("IBNR™) claims, and the resultant goodwill, relating to the
acquisition of certain assets and liabilities of Tahan Insurance Malaysia Berhad (now known as Tahan
Malaysia Berhad), the values of which are pending the outcome of arbitration proceedings. Our opinion is
not qualified in respect of this matter.

Report on other legal and regulatory requirements

In accordance with the requirements of the Companies Act, 1865 in Malaysia, we also report that in our
opinion, the accounting and other records and the registers required by the Act to be kept by the
Company have been properly kept in accordance with the provisions of the Act

Other matters

This report is made solely to the member of the Company, as a body, in accordance with Section 174 of

the Companies Act, 1865 in Malaysia and for no other purpose. We do not assume responsibility to any
other person for the content of this report.

Eenk ¢ 33 \/t,3

Ernst & Young Megat Iskandar Shah Bin Mohamad Nor
AF: 0039 No. 3083/07/17(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
29 March 2016

02248.|


















1.

Bullaing
Contide

CORPORATE INFORMATION

The Company is a public limited liabillty company incorporated and domiciled in Malaysia. The
registered office of the Company is located at Level 20, Menara Great Eastern, 303 Jalan Ampang,
50450 Kuala Lumpur,

The principal activity of the Company is the underwriting of all classes of general insurance business.
There has been no significant change in the nature of the principal activity during the financial year.
The immediate holding company is Overseas Assurance Corperation (Heldings) Berhad, which is
incorporated in Malaysia. The intermediate holding company is Overseas Assurance Corporation
Limited, a company incorporated in the Republic of Singapore. The ultimate holding company is
Oversea-Chinese Banking Corporation Limited ("OCBC Bank"), a public-listed company incorporated
in the Republic of Singapore.

The financial statements were authorised for issue by the Board of Directors in accordance with a
resolution of the Directors on 29 March 2016.

SIGNIFICANT ACCOUNTING POLICIES

2.1 Basis Of Preparation
The financial statements of the Company have been prepared in accordance with Malaysian
Financial Reperting Standards {"MFRS"), International Financial Reporting Standards {"IFRS") and
the Companies Act, 1965 in Malaysia.
The financial statements of the Company have been prepared under the historical cost
convention, unless stated otherwise in the accounting policies. The financial statements are

presented in Ringgit Malaysia (RM), which is the Company's functional currency.

As at the reporting date, the Company has met the minimum capital requirements as prescribed
by the Risk-Based Capital Framework issued by Bank Negara Malaysia ("BNM").

The Company has adepted the amendments to MFRS and IC Interpretation mandatery for annual
financial periods beginning on or after 1 January 2015 during the financial year 2015,
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.1 Basis Of Preparation {cont'd.)

The adoption of the amendments to MFRS and (C Interpretation during the year has not resulted
in any material financial impacts to the financial statements.

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position only when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis, or to realise the assets and settle the liability
simultaneously, Income and expenses are not offset in the income statement unless required or
permitted by any accounting standard or interpretation, as specifically disclosed in the
accounting policies of the Company.

2.2 Summary of Significant Accounting Policies
(a) Property And Equipment And Depreciation

Property and equipment are stated at cost less accumulated depreciation and impairment
losses. The initial cost of property and equipment comprises its purchase price, including
non-refundable taxes and any costs to enhance the working cendition of the asset for its
intended use.

Expenditure incurred after the property and eguipment have been put into operation, such as
repairs and maintenance and overhaul costs, is charged to the income statement in the period
in which the costs are incurred. Where the expenditure has resulted in an increase in the future
economic benefits expected to be obtained from the use of an item of property and equipment
beyond its originally assessed standard of performance, the expenditure is capitalised as an
additional cost of property and equipment.

Depreciation of property and equipment is calculated on a straight-line basis to write off the
cost of each amount to its residual value over its estimated useful life. No depreciation is
provided for freehold land as it has an unlimited useful life and capital work in progress as itis
not ready for active use. The annual depreciation rates are;

Buildings - owner occupied properties 2%
Office equipment 12.50%
Office renovation 20%
Furniture and fittings 10%
Motor vehicles 20%

Computer equipment and software 33%
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {(cont'd.)
{s) Property And Equipment And Depreciation (cont'd.)

The residual values, useful lives and depreciation methods are reviewed at each financial year
end to ensure that the amount, method and period of depreciation are consistent with previous
estimates and the expected pattern of consumption of the future economic henefits embodied
in the items of property and equipment.

An item of property and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. The difference between the net
disposal proceeds, if any, and the net carrying amount is recognised in the income statement.

{b) Investments And Financial Assets

The Company classifies its financial assets as fair value through profit or loss ("FVTPL"), loans
and receivables ("LAR"} and available-for-sale (“AFS") financial assets. The classification
depends on the purpose for which the financial assets were acquired or originated.

Financial assets classified as fair value through profit or loss include financial instruments with
embedded derivatives,

All the regular way purchases and sales of financial assets are recognised on the trade date
which is the date that the Company commits to purchase or sell the asset. Regular way
purchases or sales of financial assets require delivery of assets within the period generally
established by regulation or convention in the market place,

When financial assets are recognised initially, they are measured at fair value, plus, inthe case
of financial assets neot at FVTPL, directly attributable transaction costs.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {(cont'd.)
(b) Investments And Financial Assets (cont'd.)
() FVTPL

Assets stated at FVTPL include financial assets held for trading and those designated at
FVTPL at inception. Investments typically bought with the intention to sell in the near future
are classified as FVTPL.

For investments designated at FVYTPL, the following criteria must be met;

- the designation eliminates or significantly reduces the inconsistent treatment such as
asset liability mismatch, that would ctherwise arise from measuring the assets or
liabilities or recognising gains or losses on a different basis; or

- the assets and liabilities are part of a group of financial assets, financial liabilities or both
which are managed and their performance evaluated on a fair value basis, in
accordance with 2 documented risk management or invesiment strategy.

These investments are initially recorded at fair value. Subsequent to initial recognition,
these investments are remeasured at fair value. Fair value adjustments and realised gains
and losses are recognised in profit and loss.

Derivatives are financial instruments or contracts where its values vary according to
changes in interest rates, foreign exchange rates, credit spreads or other variables.
Financial instruments with embedded derivatives are hybrid financial instruments that
include a non-derivative host contract.

(ii) LAR

LAR are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. These investments are initially recognised at cost, being the
fair value of the consideration paid for the acquisition of the investment. All transaction
costs directly attricutable to the acquisition are alse included in the cost of the investment,
After initial measurement, loans and receivables are measured at amortised cost, using
the effective yield method, less any accumulated impairment losses. Gains and losses are
recognised in the income statement when the assets are derecognised or impaired, as
well as through the amortisation process.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {(cont'd.)

{b) Investments And Financial Assets (cont'd.)

(iii} AFS
AFS are non-derivative financial assets not classified as LAR or FVTPL.

After initial recognition, AFS are remeasured at fair value. Any gains ot losses from
changes in fair value of AFS financial assets are recognised in other comprehensive
income, except for impairment losses, foreign exchange gains and losses on monetary
instruments and interest calculated using the effective interest method which are
recognised in the income statement. The cumulative gain or loss previously recognised in
equity is recognised in the income statement when the financial asset is derecognised.

{c) Financial Liabilities

Financial liabilities are recognised on the balance sheet when the Company becomes a party
to the contractual obligations of the financial instruments.

Financial liabilities are recognised when due and measured on initial recognition at the fair
value of the consideration received plus directly attributable transaction costs. Subsequent to
initial recognition, they are measured at amortised cost using the effective yield method,
except for derivatives which are measured at fair value.

A financial liability is derecognised when the obligation under the liability is discharged,
cancelled or expired. Gains and losses are recognised in the income statement.

{d) Fair Value Measurement

The Company measures certain financial instrurments at fair value at each balance sheet date.
Fair value is 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 fair value

measurernent is based on the presumption that the transaction to sell the asset or transfer the

liahility takes place either:

- Inthe principal market for the asset or liability, or

- In the absence of a principal market, in the most advantageous market for the asset or
liability.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {cont'd.)
(d) Fair Value Measurement (cont'd.)
The principal or the most advantagecous market must be accessible to the Company.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the assets or liability, assuming that market participants
act in their economic best interest.

A fair value measurement of a non-financial asset 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 partcipant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of uncbhservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorized, within the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value measurement as a whole:

- Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilifies;

- Level 2: Valuation technigues for which the lowest level inputs that is significant to the fair
value measurement is directly or indirectly cbservable; and

- Level 3: Valuation techniques for which the lowest level inputs that is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognised in the financial statements on a recurring basis,
the Company determines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

At each reporting date, the Finance Department analyses the movements in the values of

assets and liahilities which are required t¢ be re-measured or re-assessed in accordance with
the Company's accounting policies.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
{e) Impairment Of Financial Assets

At each balance sheet date, the Company assesses whether there is any objective evidence
that a financial asset or group of financial assets is impaired.

Chjective evidence that a financial asset is impaired includes ohservable data about loss
events such as significant financial difficulty of the issuer or obligor, significant adverse
changes in the business environment in which the issuer or obligor operates and the
disappearance of an active market for that financial asset because of financial difficulties
which indicate that there is measurable decrease in the estimated future cash flows. However,
it may not be possible to identify a single, discrete event that caused the impairment. Rather,
the comhined effect of several events is considered in determining whether an asset is
impaired.

Assels Carried At Amortised Cost

If there is objective evidence that an impairment loss on assets carried at amortised cost has
been incurred, the amount of impairment loss is measured as the difference between the
asset’'s carrying amount and the present value of estimated future cash flows {(excluding future
expected credit losses that have not been incurred) discounted at the financial asset's original
effective interest ratefyield. The carrying amount of the asset is reduced and the loss is
recorded in the income statement.

The Company first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for financial
assets that are not individually significant. If it is determined that no objective evidence of
impairment exists for an individually assessed financial asset, whether significant or not, the
asset is included in a group of financial assets with similar credit risk characteristics and the
group of financial assets is collectively assessed for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is or continues to be recognised
are not included in a collective assessment of impairment. The impairment assessment is
performed at each balance sheet date.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can
be related objectively to an event occurring after the impairment was recognised, the
previously recognised impairment loss is reversed. Any subsaquent reversal of an impairment
loss is recognised in the income statement, to the extent that the carrying value of the asset
does not exceed its amortised cost at the reversal date.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {cont'd.)
(e) Impairment Of Financial Assets (cont'd.}

Assetls Carried At Cost

If there is objective evidence that an impairment loss on a financial asset carried at cost has
been incurred, the carrying amount will be written down to the recoverable amount. Such
impairment losses are not reversed in subsequent periods.

AFS Financial Assets

If an AFS financial asset is impaired, an amount comprising the difference between its cost
(net of any principal repayment and amortisation} and its current fair value, less any
impairment loss previcusly recognised in the income statement, is transferred from other
comprehensive income to the income statement.

When assessing the impairment of an equity instrumant, the Company considers, in addition
to observable data about loss events, whether there is a significant or prolonged decline in the
fair value of the equity instrument, and whether the cost of the investment in the equity
instrument may be recovered. Where there is evidence that the cost of the investment in the
equity instrument may not be recovered, an impairment loss is recognised.

Impairment losses on AFS equity investments are not reversed in the income statement in
subsequent periods. Increases in fair value, if any, subseqguent to impairment is recognised in
other comprehensive income. For AFS debt investments, impairment losses are subsequently
reversed in profit or loss if an increase in the fair value of the investment can be objectively
related to an event occurring after the recognition of the impairment loss in the income
statement.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
{f) Financial Instruments: Derecognition Of Financial Assets And Liabilities
A financial asset is derecognised when:
- The contractual right to receive cash flows from the financial asset has expired;

- The Company retains the contractual right to receive cash flows from the asset but has
assumed an obkligation to pay them in full without material delay to a thira party; or

- The Company has transferred its rights to receive cash flows from the asset and either:
(a) has transferred substantially all the risks and rewards of the asset; or

(b) bhas neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred control of the asset.

Where the Company has transferred its rights to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the asset is recognised to the extent of the Company's
continuing invalvement in the asset. Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the original carrying amount of the asset
and the maximum amount of consideration that the Company could be required to repay.

Where continuing involvement takes the form of a written andfor purchased option on the
transferred asset, the extent of the Company's continuing involvement is the amount of the
transferred asset that the Company may repurchase, except that in the case of a written put
option on an asset measured at fair value, the extent of the Company's continuing involvernent
is limited to the lower of the fair value of the transferred asset and the option exercise price.

On derecognition of a financial asset in its entirety, the qifference between the carrying amount
and the sum of (a) the consideration received (including any new asset obtained less any new
liability assumed) and (b) any cumulative gain or loss that has been recognised directly in
equity is recognised in the income statement. A financial liability is derecognised when the
obligation under the liakility is discharged, cancelled or expired.

Where an existing financial liakility is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified, such
an exchange or modification is treated as a derecognition of the original liakility and the
recaognition of a new liability, and the difference in the respective carrying amounts is
recognised In the income statement.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {(cont'd.)
{g) Business Combination And Goodwill

Business combinations are accounted for using the purchase method of accounting. This
involves recognising identifiable assets and liabilities including contingent liabilities but
excluding future restructuring liabilities of the acquired business at fair value. Any excess of
the cost of acguisition over the fair values of the identifiable net assets {net fair value of
identifiable assets, liabilities and contingent liabilities) acquired is recognised as goodwill, If
the cost of acquisition is less than the fair values of the identifiable net assets acquired, the
discount on acquisition is recognised directly in the income statement in the year of
acquisition.

Goodwill is initially measured at cost. Following initial recognition, goodwill is measured at cost
less accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired is allocated, from the acquisition
date, to each of the Company's cash-generating units that are expected to benefit from the
synergies of the combination.

The cash-generating unit to which goodwill has been allocated is tested for impairment
annually, and whenever there is an indication that the cash-generating unit may be impaired,
by comparing the carrying amount of the cash-generating unit, including the allocated
goodwill, with the recoverable amount of the cash-generating unit. Where the recoverable
amount of the cash-generating unit is less than the carrying amount, an impairment loss is
recognised in the income statement. Impairment losses recognised for goodwill are not
reversed in subsequent periods.

Where goodwill forms part of a cash-generating unit and part of the cperation within that
cash-generating unit is disposed off, the goodwill associated with the operation disposed off
is included in the carrying amount of the operation when determining the gain or loss on
disposal of the operation. Goedwill disposed off in this circumstance is measured based on
the relative fair values of the operations disposed and the portion of the cash-generating unit
retained
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
{h) Impairment Of Non-Financial Assets

The Company assesses at each reporting date whether there is an indication that an asset
may be impaired. If any such indication exists, or when an annuai impairment assessment for
an asset is required, the Company makes an estimate of the asset's recoverable amount.

An asset’s recoverable amount is the higher of an asset's fair value less costs to sell and its
value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable cash flows (cash-generating units (“CGU™)).

In assessing value in use, the estimated future cash flows expected to be generated by the
asset are discounted to their present value using a pre-tax discount rate that reflects current
market assessmentis of the time value of money and the risks specific to the asset. Where the
carrying amount of an asset exceeds its recoverable amount, the asset is written down to its
recoverabie amount. Impairment losses recognised in respect of a CGU or groups of CGUs
are allocated first to reduce the carrying amount of any goodwill allocated to those units or
groups of units and then, to reduce the carrying amount of the other assets in the unit or
groups of units on a pro-rata basis.

Impairment losses are recognised in the income statement except for assets that are
previously revalued and where the revaluation was taken to other comprehensive income. In
this case the impairment is also recognised in other comprehensive income to the extent of the
previous revaluation.

An assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. A
previously recegnised impairment loss is reversed only if there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss
was recognised. If that is the case, the carrying amount of the asset is increased to its
recoverable amount. That increase cannot exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised previously. Such
reversal is recognised in the income statement unless ihe asset is measured at revalued
amount, in which case the reversal is treated as a revaluation increase. Impairment loss on
goodwill is not reversed in a subsequent period.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary Of Significant Accounting Policies {cont'd.)

0

)

Equity Instruments

Ordinary Share Capital

The Company has issued ordinary shares that are classified as equity. Incremental external
costs that are directly attributable to the issue of these shares are recognised in equity, net of
tax.

Dividends On Ordinary Share Capital

Dividends on ordinary shares are recognised as a liability and deducted from equity when they
are approved by the Company's shareholder. Interim dividends are deducted from equity
when they are paid.

Dividends for the year that are approved after the balance sheet date are dealt with as an
event after the balance shest date.

Product Classification
The Company currently only issues contracts that transfer significant insurance risk.

Insurance contracts are those contracts that transfer significant insurance risk, An insurance
contract is a contract under which the Company (the insurer) has accepted significant
insurance risk from ancther party {the policyholder) by agreeing to compensate the
policyholders if a specified uncertain future event {the insured event) adversely affects the
policyhelders. As a general guideline, the Company determines whether it has significant
insurance risk, by comparing claims paid with claims payable if the insured event did not
oCeCur,

Once a contract has been classified as an insurance contract, it remains an insurance
contract for the remainder of its life-time, even if the insurance risk reduces significantly during
this peried, unless all rights and cbligations are extinguished or expired.

When insurance contracts contain both a financial risk component and a significant insurance
risk compenent and the cash flows from the two components are distinct and can be
measured reliably, the underlying amounts are unbundled. Any premiums relating to the
insurance risk component are accounted for on the same bases as insurance contracts and
the remaining element is accounted for as a deposit through the balance sheet simitar to
investment contracts.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
{k) Reinsurance

The Company cedes insurance risk in the normal course of business for al! its businesses.
Reinsurance assets represent amounts recoverable from reinsurers for insurance contract
liahilities which have vet to be settled at the reporting date. Amounis recoverable from
reinsurers are estimated in 2 manner consistent with the outstanding claims provisions or
settled claims associated with the reinsurer's policies and are in accordance with the related
reinsurance contracts.

Ceded reinsurance arrangements do not relieve the Company from the obligations to
policynolders. Premiums and claims are presented on a gross basis for both ceded and
assumed reinsurance.

Reinsurance assets are reviewed for impairment at each reporting date or more frequently
when an indication of Impairment arises during the reporting period. Impairment occurs when
there is objective evidence as a result of an event that occurred after initial recognition of the
reinsurance asset that the Company may not receive all outstanding amounts due under the
terms of the contract and the event has a reliably measurable impact on the amounts that the
Company will receive from the reinsurer. The impairment loss is recorded in the income
statement.

The Company also assumes reinsurance risk in the normal course of business when
applicable.

Premiums and claims on assumed reinsurance are recognised as revenue or expenses in the
same manner as they would be if the reinsurance were considered direct business, taking into
account the product classification of the reinsured business.

Reinsurance assets or liabilites are derecognised when the contractual rights are
extinguished or expired when the contract is transferred to another party.

02244.|



Building
| Confide..oo — ...

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies {cont'd.)
(I) General Insurance Underwriting Resulis

The general insurance underwriting results are determined for each class of business after
taking into account reinsurances, commissions, premium liabilities and claim liabilities.

Gross Premiums

Gross premiums are recognised in a financial peried in respect of risks assumed during that
particular financial period.

Reinsurance Premiums

Inwards facultative reinsurance premiums are recognised in the financial period in respect of
the facultative risks assumed during the paricular financial period, as in the case of direct
policies, following the individual risks' inception dates.

Inwards proportional treaty reinsurance premium is recognised on the basis of periodic
advices received from cedants given that the periodic advices reftect the individual underlying
risks being incepted and reinsured at various inception dates of these risks and contractually
accounted for,

remi iabilities
Premium liabilities represent the Company's future obligations on insurance contracts as
represented by premiums received for risks that have not yet expired. In determining premium

liabilities at reporting date, the method that most accurately reflects the actual unearned
premium is used, as described in Note 2.2(n)(ii).

Claim Liabilities

A liability for outstanding claim is recognised in respect of both direct insurance and inward
reinsurance.

The amount of claim liakilities is the best estimate of the expenditure required together with
related expenses less recoveries to settle the present obligation at the balance sheet date.

Provision is also made for the cost of claims, together with related expenses, incurred but not
reported at the balance sheet date, using a mathematical method of estimation.
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2, SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)

() General Insurance Underwriting Results (cont'd.)

Acquisition Cosis

The gross costs of acquiring and renewing insurance policies and income derived from
ceding reinsurance premiums are recognised as incurred and properly allocated to the
periods in which it is probable they give rise to income.

{m)Insurance Receivables

Insurance receivables are recognised when due and measured on initial recognition at the fair
value of the consideration receivable, Subsequent to initial recognition, insurance receivables
are measured at amortised cost, using the effective yield method.

If there is objective evidence that the insurance receivable is impaired, the Company reduces
the carrying amount of the insurance receivable accordingly and recognises that impairment
loss in the income statement through an allowance account. The Company gathers the
objective evidence that an insurance receivable is impaired using the same process adopted
for financial assets carried at amortised cost. The impairment loss is calculated under the
same method used for these financial assets. These processes are described in Note 2.2(e).

Insurance receivables are derecognised when the derecognition criteria for financial assets,
as described in Note 2.2{(f), have been met.

{n) General Insurance Contract Liabilities
General insurance contract liabilities are recognised when contracts are entered into and
premiums are charged. The valuation of general insurance contract liakilities is in accordance

with the Risk-Based Capital Framework for insurers issued by BNM.

General insurance contract liabilities comprise claim liabilities and premium liakilities.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary of Significant Accounting Policies {cont'd.)
(n) General Insurance Contract Liabilities (cont'd.)
(i) Claim liabilities

Claim liabilities are based on the estimated ultimate cost of all claims incurred but not
setiled at the balance sheet 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 type of claims;
therefore, the ultimate cost of these claims cannot be known with certainty at the balance
sheet date. The liabilittes are calculated at the reporting date using a range of standard
actuarlal claim projection techniques based on empirical data and current assumptions
that may include a margin for adverse deviation as required by the RBC Framework. The
liability is not discounted for the time value of money. The liabilities are derecognised
when the contract expires, is discharged or is cancelled.

(i) Premium fiabilities

Premium liabilities is the higher of the aggregate of the Unearned Premium Resarves
("UPR") for all lines of business and the best estimate value of the Unexpired Risk
Reserves (*UPR") at the required risk margin for adverse deviation as required by the RBC
Framewaork.

a) UPR
UPR represents the portion of net premiums of insurance policies written, less the
related net acquisition costs, that remains unearned at the balance sheet date. UPR is
computed with reference to the month of accounting for the premium reduced by the
percentage of accounted gross direct business commissions to the corresponding
premiums but not exceeding such limits as specified by BNM on the following basis:
- 25% method for marine and aviation carge, and transit business;

- 1/24th method for all other classes of general business in respect of Malaysian
policies; and

- Non-annual policies are time apportioned over the pericd of the risks,
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
{n) General Insurance Contract Liabilities (cont'd.)
(i) Premium Liabilities {coni'd.)
b) URR
The best estimate value of URR is a prospective estimate of the expected future
payments arising from future events insured under policies in force as at the end of
the financlal year and also includes allowance for expenses, including overheads
and cost of reinsurance, expected to be incurred during the unexpired period in
administering these policies and settling the relevant claims, and allows for expected
future premium refunds.
(o) Other Revenue Recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to

the Company and the revenue can he reliably measured. The following specific recognition
criteria must atsc be met before revenue is recognised.

Interest Income

Interest income is recognised using the effective interest method.

Dividend income

Cividend income is recognised when the right to receive payment is established.

Fee And Commission income

Commission income derived from reinsurers in the course of ceding of premiums to reinsurers
are charged to income statement in the period in which they are incurred.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
(p) Income Tax

Income tax on the incame staterment for the year comprises current and deferred tax. Current
tax is the expected amount of income taxes payable in respect of the taxable profit for the year
and is measured using the tax rates that have been enacted at the balance sheet date.

Deferred tax is provided for, using the liability method, on temporary differences at the balance
sheet date between the tax bases of assets and liabilities and their carrying amounts in the
financial statements. In principle, deferred tax liabilities are recognised for all taxable
temporary differences and deferred tax assets are recognised for all deductible temporary
differences, unused tax losses and unused tax credits to the extent that it is probable that
taxable profits will be available against which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised. Deferred tax is not recognised if the
temporary difference arises from goodwill or negative goodwill or from the initial recognition of
an asset or liability in a transaction which is not a business combination and at the time of the
transaction, affects neither accounting profit nor taxable profit,

Deferred tax is measured at the tax rates that are expected to apply in the pericd when the
asset is realised or the liability is settled, based on tax rates that have been enacted or
substantively enacted at the balance sheet date.

Deferred tax is recognised in the income statement, except when it arises from a transaction
which is recognised directly in equity, in which case the deferred tax is alsc recognised
directly in equity.

(g) Provisions

Provisions are recognised when the Company has a present obligation as a result of a past
event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount can be made. Provisions
are reviewed at each balance sheet date and adjusted to reflect the current best estimate. [f it
is no longer probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, the provision is reversed. Where the effect of the time value of
money is material, provisions are discounted using a current pre-tax rate that reflects, where
appropriate, the risks specific to the liability. Where discounting is used, the increase in the
provision due to the passage of time is recognised as finance cost.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)

{r) Employee Benefits
Short-term Benefits
Wages, salaries, bonuses and social security contributions are recognised as an expense in
the year in which the associated services are rendered by employees of the Company.
Short-term accumulating compensated absences such as paid annual leave are recognised
when services are rendered by employees that increase their entitement to future
compensated absences. Short-term non-accumulating compensated absences such as sick

leave are recognised when the absences occur.

Defined Contribution Plans {Inder Staiutory Reguiations

As required by law, companies in Malaysia make contributions to the national pension
scheme, the Employees Provident Fund ("EPF"). Such contributicns are recognised as an
expense in the income statement as incurred.

Emplovee Leave Entiflemenis

An employee's entitlement to annual leave and long-service leave is estimated and accrued
according to the Company's Human Resource policy.

Share Options

Senior executives of the Company are granted share options in the CCBC Bank's Share
Option Scheme as consideration for services rendered. Options granted generally vest in
one-third increments over a 3-year period and expire between 5 and 10 years from data of
grant. The cost of these equity-settled share based payment transactions with the senior
executives is measured by reference to the fair value of the options at the date on which the
options are granted which takes into account market conditions and non-vesting conditions.
The cost is recognised in the income statement of the respective insurance funds, with a
corresponding increase in the intercompany balance with the ultimate holding company, over
the vesting period.

The cumulative expense recognised at each reporting date until the vesting date reflects the
extent to which the vesting period has expired and the Company’s best estimate of the numbar
of options that will ultimately vest. The charge or credit to income statement for a period
represents the movement in cumulative expense recognised as at the beginning and end of
that petied.
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2. SIGNIFICANT ACCOUNTING POLICIES {CONT'D.)
2.2 Summary Of Significant Accounting Policies {cont'd.)
(r} Employee Benefits (cont'd.)

Share Options (cont'd.)

No expense is recognised for options that do not uitimately vest, except for options where
vesting is conditional upon a market or non-vesting condition, which are treated as vested
irrespective of whether or not the market condition or non-vesting condition is satisfied,
provided that ali other perfoermance and/cr service conditions are satisfied. In the case where
the option does not vest as a result of a failure to meet a non-vesting condition that is within the
control of the Company ar the senior executives, it is accounted for as a cancellation. In such
case, the amount of the compensation cost that otherwise would be recognised over the
remainder of the vesting period is recognised immediately in the income statement upon
cancellation,

Deferred Share Plan

In addition to the OCBC Bank’s Share Option Scheme, certain employees within the Company
are granted OCBC shares under the OCBC Deferred Share Plan ("DSP"). There are 2 types of
deferred share awards, Deferred share awards granted as part of long term incentive
compensation will vest three years from the grant date and will iapse if the staff ceases
empioyment during the vesting period. For deferred share awards granted as part of variable
performance bonus, haif of the share awards will vest two years from the grant date and the
remaining half will vest at the end of three years from the grant date. The cost of the D3P is
recegnised in the income statement on the straight-line basis over the vesting period of the
D3P,

At each balance sheet date, the cumulative expense is adjusted for the estimated number of
shares granted under the D3P that have vested and/or lapsed.

(s8) Cash And Cash Equivalents
Cash and cash equivalents comprise cash at bank and on hand and short-term, highly liquid

invesiments with maturity of three months or less that are readily convertible to a known
ameunt of cash and which are subject to an insignificant risk of changes in value,
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary Of Significant Accounting Policies (cont'd.)

{t) Leases
(i) Classification

(it}

A lease is recognised as a finance lease if it transfers substantially to the Company all the
risks and rewards incidental to ownership. Leases of land and buildings are classified as
operating or finance leases in the same way as leases of other assets and the land and
buildings elements of a lease of land and buildings are considered separately for the
purposes of lease classification. All leases that do not transfer substantially all the risks
and rewards are classified as operating leases.

Finance Leases - The Company As Lessee

Useful lives of all leasehold buildings are shorter than the lease term of the leasehold land
on which the buildings are lccated. As such, all risks and rewards incidental to the
ownership of such assets would be deemed to have been substantially transferred to the
Company at the end of their useful lives. All leasehold buildings are therefore classified as
being held under finance leases in the financial statements.

Buildings held under finance leases are recognised as assets in the Balance Sheet of the
Company and measured in accordance with MFRS 116 Property, Plant and Equipment.

The depreciation policy for leased assets is in accordance with that for depreciable
property and equipment as described in Note 2.2(a).

{ii) Operating Leases - The Company As Lessee

Operating lease payments are recognised as an expense on a straight-line basis over the
term of the relevant lease.

In the case of a lease of land and buildings, the minimum lease paymenis or the up-front
payments made are allocated, whenever necessary, between the land and the buildings
elements in proportion ta the relative fair values for leasehold interests in the land element
and buildings element of the lease at the inception of the lease. The up-front payment
represents prepaid lease payments and are amortised on a straight-line basis over the
lease term. Long term prepaid lease payments refer to leases with an unexpired period of
fifty years or more.
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2. SIGNIFICANT ACCOUNTING POLICIES {(CONT'D.)
2.2 Summary Of Significant Accounting Policies (cont'd.)
(t} Leases (cont'd.)

{iv) Operating Leases - The Company As Lessor

Assets leased out under operating leases are presented on the balance sheet according
1o the nature of the assets. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased asset and recognised on
a straight-line basis on the lease term.

(u) Goods And Service Tax ("GST")

GST, a multistage consumption tax on domestic consumption was implemented nationwide in
1st April 2015,

For the Company, revenues, expenses and assets are recognised net of the amount of GST
except where GST incurred on a purchase of assets or services is not racoverable from the tax
authority, in which case GST is recognised as part of the expense item as applicable.
Receivable and payables are stated with the amount of GST included. The net amount of GST
recoverable from, or payable to the tax authority is included as part of the receivables and
payables in the balance sheet.

2.3 Standards Issued But Not Yet Effective

As at the date of authorisation of these financial statements, the following Standards, Amendments
to Standards and improvements to published standards have been issued by the Malaysian
Accounting Standards Beard ("MASB'} but are not yet effective and have not been adopted by the
Company.

Effective For The Financial Periods Beginning On Or After 1 January 2016

Amendments to MFRS & - Non-Current Assets Held for Sale and Discontinued Operations
{Annual Improvements to 2012-2014 Cycle)

Amendments to MFRS 7 - Financial instriuments; Disclosures
(Annual improvements to 2012-2014 Cycle)

Amendments to MFRS 10 - Consolidated Financial Statements: Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

Amendments to MFRS 11 - Joint Arrangements: Accounting for Acquisitions of Interests
in Joint Operations
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.3 Standards Issued But Not Yet Effective (cont'd.)
Effective For The Financial Periods Beginning On Or After 1 January 2016 (cont'd.)

Amendments to MFRS 116 - Property, Plant and Equipment: Clarification of Acceptable
Methods of Depreciation and Amaortisation

Amendments to MFRS 119 - Employee Benefits (Annual Impravements 2012-2014 Cycle)

Amendments to MFRS 127 - Separate Financial Statements: Equity Method in Separate
Financial Statements

Amendments to MFRS 128 - Investments in Associates: Sale or Contribution of Assets

Amendments to MFRS 134 - Interim Financial Reporting
{Annual improvements 2012-2014 Cycie)

Amendments to MFRS 138 - Intangible Assets: Clarification of Acceptable Methods of
Depreciation and Amortisation

Amendments to MFRS 141 - Agriculture: Bearer Flants

MFRS 14 - Regulatory Deferral Accounts

Amendments to MFRS 101 - Disclosure initiatives

Amendments to MFRS 10, MFRS 12 and MFRS 128 - Investment Entities: Applying
Consolidation Exceplion

Effective For The Financial Periods Beginning On Or After 1 January 2018

MFRS 15 - Revenue from Contracts with Customers
MFRS 9 - Financial Instruments (IFRS 9 issued by I1ASB in July 2015)

The directors expect that the adoption of the above Standards, Amendments to standards and
improvements to published standards will have no material impact on the financial statements in
the period of initial application except as discussed below:

MFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments which reflects all
phases of the financial instruments project and replaces IAS 39 Financial Instruments; Recognition
and Measurement and all previous versions of IFRS 9. The standard introduces new requirements
for classification and measurement, impairment, and hedge accounting. IFRS 9 is effective for
annual periods beginning on or after 1 January 2018, with early application permitted.
Retrospective application is required, but restatement of comparative information is not
compulsory. Early application of previous versions of IFRS 9 (2009, 2010 and 2013) is permitted if
the date of initial application is before 1 February 2015,
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.3 Standards Issued But Not Yet Effective (cont'd.)

Effective For The Financial Periods Beginning On Or After 1 January 2018 {cont'd.)

MFRS 9 Financial Instruments {(cont'd.)

MFRS 9 is issued by the MASB in respect of its application in Malaysia. |1 is equivalent to IFRS 9
as issued by IASB, including the effective and issuance dates. The areas with expected significant
impact fraom application of MFRS 9 are summarlzed below:

{a) Classification and measurement

Tha classification and measurement of financial assets is determined on the basis of the
contractual cash flow characteristics and the objective of the business model asscciated with
holding the asset. Key changes include:

The held-to-maturity (“HTM”) and available-for-sale {“AFS") asset categories will be
remoeved;

A new asset category measured at fair value through other comprehensive income
("FVOCI™ is introduced. This applies to deb! instruments with contractual cash flow
characteristics that are solely payments of principle and interest and held in a model
whose abjective is achieved by both collecting contractual cash flows and selling financial
assets;

A new asset category for non-traded equity investments measured at FVOCI is introduced;
and

Classification of financial liabilities will remain largely unchanged, other than the fair value
gains and losses attributable to changes in ‘own credit risk’ for financial liabilities
designated and measured at fair value through profit or loss to be presented in other
comprehensive incoma.

The adeption of MFRS 9 will have an effect on the classification and measurement of the
Company's financial assets, and may have no¢ impact on the classification and measurement
of the Company's financial liabilities.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.3 Standards Issued But Not Yet Effective (cont'd.)

Effective For The Financial Periods Beginning On Or After 1 January 2018 (cont'd.)

MFRS 92 Financial Instruments (cont'd.)

(b) Impairment

(c)

The MFRS 9 impairment requirements are based on an expected credlt loss model ("ECL")
that replaces the incurred loss model under the current accounting standard. The Company
will be generally required to recognise either a 12-month or lifetime ECL, depending on
whether there has been a significant increase in credit risk since initial recognition. The ECL
model will apply to financial assets measured at amontised cost or at FVOCI, irrevocable loan
commitments and financial guarantee contracts, which will include loans, advances and
financing and debt instruments held by the Company. MFRS 8 will change the Company's
current methodology for calculating allowances for impairment, in particular for individual and
collective assessment and provisioning.

Hedge accounting

The requirements for general hadge accounting have been simplified for hedge effectiveness
testing and may result in more designations of hedged items for accounting purposes.

However, it is not practicable to provide a reasonable estimate of the effect of MFRS 9 until the
Company undertakes a detailed review.

2.4 Significant Accounting Judgments, Estimates And Assumptions

{a) Critical Judgments Made In Applying Accounting Policies

The following are judgments made by management in the process of applying the Company's
accounting policies that have significant effect on the amounts recognised in the financial
statements.

(i) Deferred Tax Assetls

Deferred tax assets are recognised for all deductible tamporary differences to the extent
that it is probable that taxable profit will be available against which the deductible
temporary differences can be utilised. Significant management judgment is required to
determine the amount of deferred tax assets that can be recognised, based upon the likely
timing and level of future taxable profits together with future tax planning strategies,
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.4 Significant Accounting Judgments, Estimates And Assumptions (cont'd.)
(a) Critical Judgments Made In Applying Accounting Policies (cont'd.)
{ii) Income Taxes

The Company is subject to income taxes in Malaysia. Significant judgment is required in
determining the allowances and deductibility of certain expenses during the estimation of
the provision for income taxes. There are many transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of business. The
Company recognises llabilities for anticipated tax audit issues based on estimates of
whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences wlll impact the
income tax and deferred tax provisions in the period in which the determination is made.

(iii} Impairment Of AFS Financial Assets

Significant judgment is required to assess impairment for AFS financial assets. The
Company evaluates the duration and extent to which the fair value of an investment Is less
than cost, the financial health and near term business outlook for the investee, including
but not limited to factors such as industry and sector performance, changes in technology
and operational and financial cash flow.

These factors are inherently subjective and management is required to exercise judgment
to determine if an AFS financial asset is impaired as well as the estimation of the
recoverable value of AFS financial assets against which the carrying value is compared to
determine the impairment loss to be recognised in the financial statements.

{iv) impairment Of Receivables

The Company assesses at each reporting date whether there is any objective evidence
that a financial asset is impaired. To determine whether there is objective evidence of
impairment, the Company complies with BNM's Guidelines on Financial Reporting
(BNM/RH/STD 032-5). In line with the requirements of the Guidelines, where receivables
that are individually assessed for impairment is past due for more than 90 days or 3
months, objective evidence of impairment is deemed to exist. Accordingly, management
will assess such receivables to determine if an impairment event has occurred. Other
factors considered by the Company are probability of insolvency or significant financial
difficulties of the debtor and default or signlficant delay in payments.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.4 Significant Accounting Judgments, Estimates And Assumptions {(cont'd.)
{a) Critical Judgments Made In Applying Accounting Policies (cont'd.)

{iv) Impairment Of Receivables {cont'd.)

Where evidence exists that a receivable is impaired, the Company will recognised the
impairment toss in the income statement.

(b) Key Sources Of Estimation Uncertainty And Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at
the balance sheet date that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below.

(i) Valuation Of General insurance Contract Liabilities

The principal uncertainty in the Company's general insurance business arises from the
technical provisions which include premium and claim liabilities. Premium liabilities are
recorded as the higher of UPR or URR while claim liabilities are mainly comprise of
provision for outstanding claims notified and outstanding claims incurred but not reported.

Generally, claim liabilities are determined based upon previous claims experience,
existing knowledge of events, the terms and conditions of the relevant policies and
interpretation of circumstances. Particularly relevant is past experience with similar cases,
historical claims development trends, legislative changes, judicial decisions and
economic conditions. It is certain that actual future premium and claim liabilities will not
exactly develop as projected and may vary from the Company's projections.

The estimates of premium and claim liabilities are therefore sensitive to various factors and
uncertainties. The establishment of technical provisions is an inherently uncertain process
and, as a consequence of this uncertainty, the eventual settlement of premium and ciaim
liabilities may vary from the initial estimates.
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2. SIGNIFICANT ACCOUNTING POLICIES {CONT'D.)
2.4 Significant Accounting Judgments, Estimates And Assumptions (cont'd.)
(b) Key Sources Of Estimation Uncertainty And Assumptions {cont'd.)

(i) Valuation Of General Insurance Contract Liabilities (cont'd.)

There may be significant reporting lags between the occurrence of an insured event and
the time it is actually reported to the Company. Following the identification and notification
of an insured loss, there may still be uncertainty as to the magnitude of the claim. There
are many factors that will determine the level of uncertainty such as inflation, inconsistent
judicial interpretations, legislative changes and claims handling procedures.

At each reporting date, the estimates of premium and claim liabilities are re-assessed for
adequacy by an appointed actuary and changes will be reflected as adjustments to these
liabilities. The appointment of the actuary is approved by BNM.

{ii) Pipeline Premium

The Company has recognised pipeline premium amounting to approximately
RM33, 483,584 during the current financial year (2014; RM10,612,055). The estimation of
pipeline premiums made by management is based on average actual pipeline premium
booked in for past three (3) years. As estimations are inherently uncertain, actual premium
may differ from the estimated premiums. Management revises its estimates of pipeline
premium based on average monthly trends for policy issuance turnaround time.

(ifi} impairment Of Goodwill

The Company assesses goodwill annually to determine if any impairment exists by
measuring the recoverable amount of the goodwill based on the value-in-use method,
which requires the use of estimates of cash flow projections, growth rates and discount
rates. Changes to the assumptlons used by management, particularly the discount rate
and the terminal value, may affect the results of the impairment assessment. The
assumptions applied to estimate the value-in-use computations are as described in Note
4 to the financial statements,
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30. ENTERPRISE RISK GOVERNANCE AND MANAGEMENT OB.JECTIVES AND POLICIES (CONT'D.)
Insurance Risk (cont'd.)

The general insurance centract liabilities are determined based on previous claims experience,
existing knowledge of events, the terms and conditions of the relevant policies and interpretation of
circumstances, Of particular relevance is past experience with similar cases, historical claims
development trends, legislative changes, judicial decisions, economic conditions and claims
handling procedures. The estimates of the general insurance contract liabilities are therefore sensitive
to various factors and uncertainties. The actual future premium and claim liakilities will not develop
exactly as projected and may vary from initial estimates.

Insurance risk of general insurance contracts is mitigated by emphasising diversification across a
large portfolio of insurance contracts. The variability of risks is improved by careful selection and
implementation of underwriting strategies, which are designed to ensure that risks are diversified in
terms of type of risk and level of insured benefits. This is largely achieved through diversification
across industry sectors. Furthermore, strict claim review policies to assess all new and ongoing
claims, regular detailed review of claims handling procedures and frequent investigation of possible
fraudulent claims are put in place to reduce the risk exposure of the Company. The Company further
enforces a policy of actively managing and prompt pursuing of claims, in order to reduce its exposure
to unpredictable future developments that can negatively impact the Company.

The Company has also limited its exposure by imposing maximum claim amounts on certain contracts
as well as the use of reinsurance arrangements in order to limit exposure to catastrophic events, e.g.
hurricanes, earthquakes and flood damages.

The sensitivity analysis below shows the impact of changes in key assumptions on gross and net
liabilities, income statement and shareholders' equity.
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30. ENTERPRISE RISK GOVERNANCE AND MANAGEMENT OBJECTIVES AND POLICIES (CONT'D.)
Operational And Compliance Risk

QOperational rigk is an event or action that may potentially impact partly or completely the achievement
of the Company's objectives resulting from inadequate or failed internal processes and systems,
human factors or external events.

Compliance risk is any event or action that may potentially impact partly or completely the
achievement of the Company'’s objectives, via legal or regulatory sanctions or financial losses, as a
result of its failure to comply with applicable laws, regulations, rules and standards, which are defined
as:

- Laws, regulations and rules governing insurance business and financial activities undertaken by the
Company

- Codes of practice promoted by industry associations

- Internal standards and guidelines

The day-to-day management of operational and compliance risk is effected through the maintenance
of comprehensive internal controls, supported by an infrastructure of systems and procedures to
monitor processes and transactions. The SMT reviews and monitors cperational and compliance
issues at its monthly meetings. The Internal Audit team reviews the systems of internal control to
assess their effectiveness and continued relevance, and report at least quarterly to the Audit
Committee. As an added measure, the risk appetite statement explicitly sets the Company's tolerance
level to financial loss arising from operational and compliance risk.

Technology Risk

Technology risk is any event or action that may potentially impact partly or completely the
achievement of the Company objectives resulting from inadequate or failed technology controls,
processes or human behaviour.

The Company adopts a risk based approach in managing technology risks relating to data
lossfleakage, system security vulnerabilities, inferior system acquisition and development, system
breakdown and availability, outsourced vendor service delivery, privileged access misuse and
technology obsolescence. Key risk indicators related to technology risks are reported to the Board on
a regular basis. Independent assessment is performed by the Internal Audit team on the adequacy
and effectiveness of the processes to manage technology risks. The risk appetite statement also
explicitly sets the Company's tolerance level to financial loss arising from technology risks.
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