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Statement on 
Corporate Governance
The Board of Directors is fully committed in ensuring that the highest standards of corporate governance are practiced 
throughout Allianz Malaysia Berhad (“Company”) and its subsidiaries (collectively referred to as “Group”) as a fundamental 
obligation of discharging their duties and responsibilities to deliver long-term sustainable value and protect the interests of 
the Group’s shareholders and all other stakeholders. 

The Group’s corporate governance practices are formulated based on the requirements of the Prudential Framework of 
Corporate Governance for Insurers (“CG Framework”) issued by Bank Negara Malaysia (“BNM”), the Main Market Listing 
Requirements (“Listing Requirements”) of Bursa Malaysia Securities Berhad (“Bursa Securities”) and the principles and 
recommendations of the Malaysian Code on Corporate Governance 2012 (“Code”).

The Board of Directors’ commitment to high standards of corporate governance was acknowledged by the Minority 
Shareholder Watchdog Group in 2014. The Company was listed amongst the top 50 public-listed companies in Malaysia in the 
2014 Malaysia - ASEAN Corporate Governance Report issued by the Minority Shareholder Watchdog Group. In addition, the 
Group’s sustainability report for the year 2013 was awarded the “Best Reporting within an Annual Report” by ACCA Malaysia’s 
Sustainability Reporting Awards (MaSRA) 2014 and the Group was also awarded third place in the Edge Billion Ringgit Club 
Corporate Responsibility Award under the “Below RM10 billion market capitalisation” category for the year 2013.

Board Charter

The Board has established a Board Charter which encompasses, among others, the Board’s role, duties, responsibilities, powers, code of 
conduct, division of responsibilities and powers between the Board and Management and between the Chairman and the Chief Executive 
Officer, the terms of reference of the Board Committees, the performance evaluation process for the Directors and Board Committees, to 
serve as a guide or key reference points for the Directors and the stakeholders.

The Board Charter will be reviewed periodically and made available on the Group’s website.

The following chart illustrates the Corporate Governance framework adopted by the Group:-
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The Board of Directors is pleased to set out below the manner by which the Group has applied the principles of good governance and 
the extent to which it has complied with the recommendations and/or best practices prescribed under the CG Framework, the Listing 
Requirements and the Code, where applicable:-

1.	 BOARD OF DIRECTORS

	 Board Responsibilities 

	 Directors are accountable to the shareholders and therefore should use their best efforts to ensure that the Company is properly 
managed and constantly improved so as to protect and enhance shareholders value and to meet the Company’s obligations to all 
parties with which the Company interacts. The Board assumes, amongst others, the following responsibilities:-

(a)	 Reviewing and adopting the strategic plan for the Company;

(b)	 Formalise the Company’s strategy on promoting sustainability;

(c)	 Overseeing the conduct of the Company’s business to ensure that the business is properly managed towards achieving the 
Company’s corporate objectives;

(d)	 Identifying key business risks, determining the risk appetite of the Company, and ensuring the implementation of appropriate 
systems to manage risks within established risk-tolerance limits;

(e)	 Succession planning, including the appointment, training, remuneration and performance review of senior management; 

(f)	 Ensuring 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 guidelines;

(g)	 Overseeing the development and implementation of a shareholder communications policy for the Company; and

(h)	 To safeguard the integrity and credibility of the Company.

	 Board Professionalism 

	 Code of Conduct 

	 The Directors’ Code of Ethics is formulated based on the Code of Ethics for Directors established by Companies Commission of 
Malaysia. It aims to enhance the standard of corporate governance and corporate behavior based on principles in relation to sincerity, 
integrity, responsibility and corporate social responsibility. The detailed Code of Ethics for Directors is set out in the Board Charter.

	 The Board has also adopted the Allianz SE Group’s Code of Conduct for Business Ethics and Compliance (“Allianz Group Code 
of Conduct”). The Allianz Group Code of Conduct sets the minimum standards for the conduct of all employees, managers and 
Executive Directors, which covers the areas among others, fair and regulatory conduct of business, non-discrimination, protect of 
client data/information, insider trading, potential conflicts of interest, complaints management, financial reporting, no corruption 
or bribery, acceptance and granting of gifts and other benefits, prevention of money laundering and financing of terrorism, ethical 
conduct of business and whistleblowing.
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	 Conflicts of Interest

	 In ensuring that the decision making process is transparent and to the best interest of the Company, all Directors and staff including 
the Chief Executive Officer are required to declare their interest in other entities on an annual basis. In addition, they are also required 
to disclose to the Company, any circumstances that may give rise to a conflict of interest situation during the course of carrying out 
their duties.

	 A Director who has a direct or deemed interest in a subject matter presented at the Board/Board Committees Meeting shall abstain 
from deliberation and voting on the said subject matter.

	 The Audit Committee will also regularly review the submission on the disclosures on directorship and shareholdings held by the 
Directors of the Company and persons connected with them.

	I nsider trading

	 Directors and principal officers of the Group (“Affected Parties”) are prohibited from trading in securities or any kind of property based 
on price sensitive information and knowledge which have not been publicly announced. In addition, Affected Parties are prohibited 
from dealing in the securities of the Company during closed period which commencing 30 calendar days before the targeted date of 
announcement of the Company’s quarterly results to the Bursa Securities up to the date of the announcement.

	 In ensuring that the Affected Parties complied with the above trading requirements, notices with regard to the closed period for trading 
in the Company’s securities are issued by the Company Secretary to the Affected Parties at least 7 days prior to the commencement 
of the closed periods. The notices also set out the circumstances and procedures need to be followed if the Affected Parties who is 
not in possession of price-sensitive information may engage in dealing in the Company’s securities during the closed period.

	 The Affected Parties who wish to deal in the securities of the Company outside closed period must give a notice of dealing to the 
Company Secretary within 3 market days after the dealing has occurred and the Company Secretary must immediately announce 
such notice to Bursa Securities.

	D irectorships

	 Directors should devote sufficient time to carry out their responsibilities. The Board should obtain this commitment from its members 
at the time of appointment. Prior to the acceptance of any new directorship, Director should notify the Board and give assurance that 
the new appointment shall not affect their time commitment in the Company.

	 Directors are required to disclose any changes in their interest including their directorships to the Company Secretary within 14 days 
from the changes, such disclosure will be circulated to the Board within 7 days upon received and tabled at the next following Audit 
Committee and Board Meetings for information and record. Such changes will be immediately updated in the related party listing of 
the Group.

	 The Company Secretary obtained declaration of the Directors on their directorships and shareholdings in other companies on half 
yearly basis. Such declaration will be tabled at the Board Meeting for the Board’s information and the related party listing of the Group 
will be updated accordingly.

	 In line with the directorship requirements of Bursa Securities, all Directors hold not more than 5 directorships in public listed 
companies.

Statement on Corporate Governance
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	F it and Proper Requirements

	 All Directors must fulfilled the criteria of “a fit and proper person” for their appointment as Directors as prescribed under the Financial 
Services Act 2013 (“FSA”) and the BNM’s Guidelines on Fit and Proper for Key Responsible Persons. In addition, the Group has in 
place a Fit and Proper Policy and Procedures for Key Responsible Persons to assess the fitness and propriety of the Key Responsible 
Persons including the Directors. The Group also adopted the Allianz SE Group Fit and Proper Policy to safeguards a high Fit and Proper 
standard across the Allianz SE and its subsidiaries (“Allianz SE Group”) for Senior Management and key function members.

	 All Directors are required to make an annual declaration that they fulfilled the minimum criteria of “a fit and proper person” as 
prescribed in Sections 59(1), (2) and (3) of the FSA.

Statement on Corporate Governance

	 Board Composition and Balance 

	 The Board comprises 2 Executive Directors and a strong 
presence of 5 Independent Non-Executive Directors. The 
present composition of the Board is in compliance with 
Chapter 15.02 of the Listing Requirements.

	 Size and composition of the Board are appropriate and 
well balanced to cater for the interest of the majority and 
minority shareholders as well as the business of the Company. 
Membership of the Board is drawn from various fields with a 
balance of skills and experiences appropriate to the business 
of the Group. All Directors are persons of high caliber, integrity 
and possessed the skills, knowledge and experience in their 
respective fields and hence enable the Board to discharge its 
responsibilities in an effective and competent manner.

	 The Executive Directors are nominees of the Company’s Holding Company and represent the Management of the Company. The 
Executive Directors provide business insights to the Board and formulate business strategies and plan and accountable for business 
performance of the Group.

	 The Nominating Committee performs an annual review of the composition of the Board in terms of the appropriate size and mix 
of skills, balance between Executive, Non-Executive and Independent Non-Executive Directors as well as diversity including gender 
diversity and other core competencies required (“Composition Mix”) to ensure the Composition Mix is appropriate and relevant to 
the business of the Company.

	 The profiles of the Board of Directors are set out on pages 20 to 26 of this Annual Report.

	 Board Diversity 

	 The Group recognises the important of a diverse workforce and abides by the principle of non-discrimination at the workplace 
based on age, disability, gender, race, religion, political preference and support diversity by recruiting according to skills, knowledge, 
experience, talents and ability rather than based on gender, race and ethnicity. 

	 The Board recognises the importance of having a diverse Board in terms of experience, skills, competence, ethnicity, gender, culture 
and age. A diverse Board facilitates optimal decision making by harnessing different insights, perspectives, experience and exposure. 

Board 
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	 The Board’s commitment to diversity permeates throughout all levels of the organisation including the appointment of candidate to 
the Board.

	 This is demonstrated through the appointment of the Group’s first woman Independent Non-Executive Director, Y. Bhg. Tan Sri Datuk 
(Dr.) Rafiah Binti Salim in 2012 and the appointment of Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz in 2014.

	 Y. Bhg. Tan Sri Datuk (Dr.) Rafiah with her extensive knowledge and experience in legal, academic and human resource fields, locally 
and internationally, as well as her various working experiences with financial institution, regulator, government and United Nation 
has successfully filled the gap in the skill-set required by the Board and not just to fulfill the gender diversity quota.

	 In its effort to build and develop vernal talent, the Board appointed Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz as an Independent 
Non-Executive Director in November 2014. Y.A.M. Tunku Zain Al-Abidin, with his background in, amongst others, the UK Houses 
of Parliament, the United Nations Development Programme, the Institute for Democracy and Economic Affairs (IDEAS) as well as 
various educational and cultural organisations, brings with him a vast array of experience. His understanding of and commitment 
to socio-economic well-being and human development topics will contribute positively to the Group’s development in meeting the 
needs of a diverse market in the globalised environment.

	 The Board through the Nominating Committee will continue evaluating suitable woman candidate and vernal talent for appointment 
to the Board at the appropriate time. The appointment of new Board member will not be guided solely by gender and age but also 
the skill set, experience and knowledge required.
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	 Nomination and Appointment of Directors 

	 The Board nomination and appointment of Directors is a vital process as it determines the composition and quality of the Board’s 
capacity and competency. The Nominating Committee is entrusted by the Board to review candidates for appointment to the Board. 

	 The Nominating Committee in making its recommendation on candidates for directorship will consider the candidate’s:- 

(a)	 skill, knowledge, competencies, expertise and experience;
(b)	 professionalism;
(c)	 integrity;
(d)	 commitment, contribution and performance; and
(e)	 in the case of candidate for the position of Independent Non-Executive Directors, the Nominating Committee should also evaluate 

the candidate’s ability to discharge such responsibilities/functions as expected from Independent Non-Executive Directors.

	 The appointment of Directors to the Board shall be subject to the prior approval of BNM pursuant to Section 54(2) of the FSA. All 
appointments of Board members are subject to the evaluation by the Nominating Committee and approved by the Board before the 
applications are submitted to BNM for approval.

	 The Board leverages on the Directors’ network, shareholders’ recommendation and industry database to source for potential 
candidates for appointment to the Board. 

	 The Group is guided by the following process and procedures for nomination of new candidates:- 
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The Nominating Committee will assess the evaluation results

The findings and recommendation of the Nominating Committee together with the evaluation  
results will be submitted to the Board for decision

The evaluation results will be submitted to the Nominating Committee for review

Evaluation by Nominating Committee members on the Directors who are subject to  
re-election/re-appointment

	 Re-Election and Re-Appointment of Directors

	 In accordance with the Articles of Association of the Company, one third of the Directors shall retire by rotation at each Annual 
General Meeting and that a Director who is appointed during the year shall retire at the next following Annual General Meeting. The 
Articles of Association further provide that all Directors shall retire from office at least once in every 3 years.

	 In addition, any Director who attains the age of 70 is required to submit himself for re-appointment annually pursuant to Section 
129(2) of the Companies Act, 1965.

	 The Nominating Committee reviews and assesses the performance of the Directors who are subject to re-election/re-appointment at 
the Annual General Meeting based on the following criteria as approved by the Board and submits its recommendation to the Board 
for consideration prior to the proposed re-election/re-appointment being presented to the shareholders for approval:-

(a)	 Compliance with prescriptive requirements by regulators;
(b)	 Participation in Board and Board Committees’ meetings;
(c)	 Contribution to interaction;
(d)	 Quality of input; and
(e)	 Understanding of role.

	 The evaluation process and procedures for re-election/re-appointment practiced within the Group are as follows:-
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	 Board and Directors’ Performance Evaluation

	 The following performance evaluation processes were established to evaluate the performance of the Board, individual Directors, 
Board Committees and their members:-

Type of Evaluation Evaluated By Evaluation Criteria Evaluation Process and Procedures

Annual Performance 
Evaluation on the 
Board

Peers Covers the areas, among others:-
•	 Roles and responsibilities
•	 Conformance and compliance
•	 Stakeholder relationships
•	 Performance management

(a)	 The evaluation forms approved by the Board will 
be circulated to the Directors for completion.

(b)	 The responses will be collated by the Company 
Secretary and the summary of the evaluation 
results on the Board and individual Directors will 
be submitted to the Nominating Committee for 
review.

(c)	 Thereafter, the findings and recommendation 
of the Nominating Committee together with 
the summary of the evaluation results will be 
submitted to the Board for deliberation.

Annual Performance 
Evaluation on 
Individual Directors

Peers Covers the areas, among others:-
•	 Directors’ compliance with 

prescriptive requirements 
imposed by regulators

•	 Participation in Board and Board 
Committees 

•	 Contribution to interaction
•	 Quality of input
•	 Understanding of role

Annual Performance 
Evaluation on Board 
Committees and their 
members 

Nominating 
Committee

Covers the areas, among others:-
•	 Composition
•	 Quality of inputs
•	 Level of experience
•	 Contribution and performance
•	 Timely reporting

(a)	 The evaluation forms approved by the Board 
will be circulated to the Nominating Committee 
members for completion.

(b)	 The responses will be collated by the Company 
Secretary and the summary of the evaluation 
results on the Board Committees and their 
members will be submitted to the Nominating 
Committee for review.

(c)	 Thereafter, the findings and recommendation 
of the Nominating Committee together with 
the summary of the evaluation results will be 
submitted to the Board for deliberation.

	 Independent Non-Executive Directors

	 The primary responsibility of Independent Non-Executive Directors is to protect the interest of minority shareholders and other 
stakeholders. The effective participation of Independent Non-Executive Directors serves to promote greater accountability and 
balance in the Board’s decision-making process.

	 The responsibilities of an Independent Non-Executive Directors, amongst others, include the following:-

(a)	 to enhance the independence and objectivity of the Board’s deliberations from the executive arm of the Company;
(b)	 to mitigate any possible conflict of interests between the policy-making process and the day-to-day management of the 

Company;
(c)	 to constructively challenge and contribute to the development of strategies for the Company;

Statement on Corporate Governance
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(d)	 to ensure that the Board uses adequate systems and controls to safeguard the interests of the Company;
(e)	 to provide the ‘check and balance’ function to the Board; and 
(f)	 to monitor and provide an objective view on the performance of Executive Directors and Management in meeting the agreed 

goals and objectives. 

	 Independent Non-Executive Directors made up more than half of the Board members. All of them complied with the requirements 
of Independent Director as prescribed by BNM and Bursa Securities. By virtue of their roles and responsibilities as prescribed by BNM 
and Bursa Securities, they are in effect, representing the interest of the minority shareholders of the Company. The Independent Non-
Executive Directors play a significant role in bringing impartiality and scrutiny to Board deliberations and decision-making, so that no 
single party can dominate such decision-making in the Company. 

	 The Board is chaired by an Independent Non-Executive Director who does not represent the interest of the controlling shareholder. 
The Chairman and the Independent Non-Executive Directors do not engage in the day-to-day management of the Company or 
participate in any business dealings with the Group, do not have any equity interest in the Company or its related corporation and do 
not have any relationship with the substantial shareholders that could materially interfere their exercise of independent judgment. 

	 The Independent Non-Executive Directors engage proactively with the Management, the Risk Management, Compliance and Human 
Resource functions and with both the external and internal auditors via their respective roles as the Chairman or members of the 
Board Committees, to ensure that concerns and issues relevant to the Management and oversight of the business and operations of 
the Group are properly addressed.

	 The Board, through the Nominating Committee, evaluated the independence of the Independent Non-Executive Directors using 
the assessment criteria as approved by the Board taking into account, among others, the Independent Non-Executive Directors’ 
contribution, ability to display independent judgment in the boardroom, family relationship, contractual relationship and financial 
links with other Directors or shareholders of the Group and equity interest in the Group. 

	 Assessment of independence of the Independent Non-Executive Directors will be conducted annually, upon admission of Independent 
Non-Executive Director and more frequently when a change in position or relationship warrants it or when any new interest or 
relationship develops. 

	 The following illustrates the evaluation process of Independent Non-Executive Directors:- 

Statement on Corporate Governance

The Company Secretary will 
distribute the independence 

declaration form to all 
Independent Non-Executive 

Directors for completion

Findings from the Nominating 
Committee will be presented 
to the Board for deliberation

Each Independent Non-
Executive Director will perform 

a self review on his/her 
independence by completing 

the declaration form

Each Indepedent Non-
Executive Director shall 

excuse from meeting room 
during discussion of his/her 

independence

Responses will be collated by 
the Company Secretary and 
submit to the Nominating 
Committee for evaluation

Nominating Committee 
review the independence of the 

Independent Non-Executive 
Directors based on the assessment 

criteria approved by the Board 
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	 Tenure of Independent Non-Executive Directors

	 In line with the recommendation of the Code, the maximum tenure of services for Independent Non-Executive Directors in the Group 
has been revised from 12 years to 9 years.

	 An Independent Non-Executive Director who has served the Board for a consecutive service of more than 9 years may continue to 
serve on the Board but in the capacity of a Non-Independent Non-Executive Director. The shareholders could, in exceptional cases 
and subject to the assessment of the Nominating Committee, decide that an Independent Non-Executive Director can remain as an 
Independent Director after serving a cumulative term of 9 years. In such a situation, the Board must make a recommendation and 
provide strong justification to the shareholders in the Annual General Meeting. The Company should seek shareholders’ approval 
at the nearest Annual General Meeting before the Independent Non-Executive Director serves for a cumulative term of 9 years. 
Shareholders’ approval should be sought annually if the Company wishes to retain the Independent Non-Executive Director who has 
served for more than 9 years.

	 As at the date of this Statement, save for Mr. Foo San Kan, none of the Independent Non-Executive Directors of the Company has 
served for a cumulative term of 9 years.

	 The Nominating Committee having assessed the independence of Mr. Foo San Kan, recommended to the Board for Mr. Foo San Kan 
to continue to act as an Independent Non-Executive Director of the Company after serving for a cumulative term of more than 9 years 
based on the justification as detailed in pages 116 and 117.

	 The Board accepted the recommendation of the Nominating Committee and recommended for shareholders’ approval at the 41st 
Annual General Meeting of the Company, the proposal for Mr. Foo San Kan to continue to act as an Independent Non-Executive 
Director of the Company after serving for a cumulative term of more than 9 years.

	 Mr. Foo San Kan has expressed his willingness to continue to act as an Independent Non-Executive Director of the Company.

	D irectors’ Remuneration 

	 The Board adopted a remuneration policy for Directors which sets out that Directors’ remuneration shall be determined based on the 
following criteria:-

•	 overall performance of the Group (only applicable to Executive Directors);
•	 level of responsibility; 
•	 expertise;
•	 complexity of the Company’s activities; and
•	 attendance at meetings.

	 Individual Directors shall abstain from discussion of their own remuneration.

	P rocedure

	 The Remuneration Committee recommends to the Board the remuneration to be paid to each Director based on the remuneration 
policy as approved by the Board. It is nevertheless the ultimate responsibility of the entire Board to decide the quantum for each 
Director.

Statement on Corporate Governance
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	D isclosure 

	 The Independent Non-Executive Directors who are not representing the interest of the major shareholder are paid an annual fee and 
meeting allowance of RM1,200 per Board/ Board Committee Meeting for the financial year ended 31 December 2014. The Executive 
Directors received only the remuneration paid to them for their respective designated positions held in the Company.

	 The remuneration (including benefits-in-kind) received by the existing Directors from the Company for the financial year ended 31 
December 2014 is detailed below:-

(a) 	 The aggregate remuneration of Directors, distinguishing between Executive and Non-Executive Directors, according to their 
respective categories.

Categories of Remuneration

Executive
Directors
RM’000

Non-Executive
Directors
RM’000

Salaries and other emoluments 167 -

Fees and allowances - 455

Benefits (including estimated monetary value of benefits-in-kind) 22 -

Contribution to Employees’ Provident Fund 22 -

Total 211 455

(b) 	 The number of Directors whose total remuneration falls into each successive band of RM50,000.

Band
Number of 

Executive Directors
Number of Non-

Executive Directors

RM0 - RM50,000 1 1

RM50,001 - RM100,000 - -

RM100,001 - RM150,000 1 4

	 Board Meetings

	 Board Meetings for each year are scheduled in advance prior to the end of the year and circulated to Directors and Senior Management 
before the beginning of each year. The Board meets regularly at least 5 times in a year. Additional Board Meetings may be held as and 
when required to discuss matters or proposals which require the Board’s urgent decision.

Statement on Corporate Governance
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	 A total of 7 Board Meetings were held during the financial year ended 31 December 2014 and the attendance of each existing 
Director is as follows:-

Directors Designation
Number of Board

 Meetings Held
Number of Board

Meetings Attended

Tan Sri Razali Bin Ismail Chairman 
Independent Non-Executive Director

7 7

Foo San Kan Independent Non-Executive Director 7 7

Dato’ Dr. Thillainathan A/L Ramasamy Independent Non-Executive Director 7 7

Tan Sri Datuk (Dr.) Rafiah Binti Salim Independent Non-Executive Director 7 7

Tunku Zain Al-Abidin Ibni Tuanku Muhriz Independent Non-Executive Director 7 Not Applicable*

Zakri Bin Mohd Khir Chief Executive Officer/ Non-
Independent Executive Director

7 7

Ong Eng Chow Chief Financial Officer/Non-Independent 
Executive Director

7 7

Note:-
*	 Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz was appointed as an Independent Non-Executive Director of the Company on 

28 November 2014. There was no Board Meeting held following his appointment.

	 All Directors have complied with the minimum requirements on attendance at Board Meeting of at least 50% in accordance with the 
Listing Requirements.

	 The Board Meetings are conducted in accordance with a structured agenda approved by the Chairman. All Directors are given 
sufficient time to review the meeting papers prior to Board Meetings. The agenda together with the minutes of Board Meeting 
and meeting papers are circulated to the Board 2 weeks prior to each Board Meeting to accord sufficient time for the Directors 
to review and consider issues to be discussed at the Board Meetings. Urgent matters may be tabled for the Board’s deliberation 
under a supplemental agenda. The meeting papers are prepared in accordance with a prescribed format aims to provide clear, 
comprehensive and concise information to the Board to facilitate their deliberation and decision making.

	 Key matters reserved for Board’s approval include, among others, the quarterly financial results, audited financial statements, annual 
business plan, strategies and budget, declaration of dividend, significant transactions or expenditures, related party transactions, 
restructuring, appointment of Director and Chairman/member of Board Committees, appointment of Chief Executive Officer and 
Key Responsible Persons, remuneration for Directors, Chief Executive Officer and Key Responsible Persons.

	 Director may participate in Board/Board Committee Meetings via conference call if he/she is unable to attend the meeting in person. 

	 Board resolution passed by way of circular resolution is practiced sparingly by the Board although it is permitted under the Company’s 
Articles of Association that a resolution in writing signed by a majority of the Directors shall be as valid and effectual as if it had been 
passed at a meeting of the Board.

	 Supply of Information

	 In between Board Meetings, the Board is informed or updated, on important issues and/or major development of matters discussed 
in the Board Meetings, by the Management and/or the Company Secretary. Briefing may be arranged to discuss on important issues.
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	 In addition to matters which require the Board’s approval, the Board is consistently being informed and updated on matters in relation 
to business operations, financial and business reviews and development, Group strategy, information on business proposition 
including market share, industry development, corporate proposals, risk management review, regulation updates, compliance, 
customer focus initiatives and other operational efficiency projects. The Board is also informed of the decision and significant issues 
deliberated by the Board Committees via the reporting of the Chairmen of the respective Board Committees and the minutes of the 
Board Committees tabled at the Board Meetings.

	 All Directors have direct access to the Senior Management and have unrestricted access to all information and documents relevant 
to the business and affairs of the Group. The Board may invite any employees to be in attendance of Board Meetings to assist in its 
deliberations.

	 Company Secretary

	 The Company Secretary plays an advisory role to the Board in relation to the Company’s constitution, policies and procedures and compliance 
with the relevant regulatory requirements, guidance and legislations as well as the principle of best corporate governance practices. The 
Directors are regularly updated by the Company Secretary on the new or changes made to the relevant regulatory requirements, more 
particularly on areas relating to the duties and responsibilities and disclosure requirements of the Directors.

	 The Company Secretary undertakes, inter-alia, the following functions:-

(a)	 Responsible for advising the Directors of their duties and responsibilities and obligations to disclose their interest in securities, prohibition 
on dealing of securities during the closed period, restriction on disclosure of price sensitive information, disclosure of any conflict of 
interest and related party transaction as well as disclosure of necessary information as required under the relevant legislations;

(b)	 Preparing the agenda with the Chairman and Chief Executive Officer and notifying all Directors of Board Meetings;
(c)	 Attends all Board and Board Committee Meetings and ensures that all Meetings are properly convened and proceedings of the 

Board and Board Committee Meetings and decisions thereof are properly recorded, communicating decisions of the Board and 
Board Committees to the relevant management for necessary action, follow-up on proposals or matters tabled at the Board or Board 
Committee Meetings;

(d)	 Providing full access and services to the Board;
(e)	 Assisting the Board with interpreting legal and regulatory acts related to the Code, Listing Requirements and other related regulations 

and developments;
(f)	 Advising the Board on its obligatory requirements to disclose material information to the shareholders and financial markets on a timely 

basis;
(g)	 Handling Company share transactions and other duties as prescribed under the relevant legislations;
(h)	 Notifying the Chairman of any possible violations of legal and regulatory acts;
(i)	 Ensuring the appointment of new Directors, re-appointment and resignation of Directors are in accordance with the relevant 

legislations;
(j)	 Ensuring execution of assessment for Directors and the Board/Board Committees;
(k)	 Briefing new Directors on organisational structure of the Company and procedures that regulate the operations of the Board;
(l)	 Ensuring availability of information required by new Directors for the proper discharge of their duties; 
(m)	 Assisting the Board and Chairman on the implementation of the Code;
(n)	 Monitoring compliance with the principles and recommendations of the Code and informing the Board of any breaches; and
(o)	 Ensuring high standard of governance by keeping abreast of the latest enhancement in corporate governance and changes in the legal 

and regulatory framework.

	 The Directors have direct access to the advice and services of the Company Secretary. The Company Secretary works closely with the 
Management to ensure that there are timely and appropriate information flows within and to the Board and Board Committees, and 
between the Non-Executive Directors and the Management.
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	 Independent Professional Advice

	 The Directors, in carrying out their duties, may seek independent professional advice at the Company’s expense, should the need 
arises. Professional advisers, consultants, auditors and solicitors appointed by the Company to advise on corporate proposals are 
invited to the Board Meetings to brief the Board on their advice and opinion as well as to address issues that of concern to the 
Directors.

	 If a Director considers the professional independent advice is necessary, he/she shall first discuss the intention with the Chairman and 
with the permission of the Chairman, bring the request to seek professional independent advice for the Board’s consideration. The 
reason for seeking independent professional advice and the proposed cost involved should be presented to the Board for approval 
and the Director may proceed once Board’s approval is obtained.

	D irectors’ Training 

	 The Nominating Committee oversees the training needs of the Directors. All new Directors are required to attend the orientation 
programme to familiarise themselves with the Group’s organisation structure, business and the insurance industry.

	 A formalised orientation programme has been developed and provided to new members of the Board to ensure that they understand:-

(a)	 their roles and responsibilities;
(b)	 the nature of the Group’s business;
(c)	 overview of risks on the Group’s business and the risk management strategy; 
(d)	 legal requirements and compliance controls; and
(e)	 overview of financial health of the Group.

	 All Directors appointed to the Board are required to complete the Mandatory Accreditation Programme (“MAP”) as prescribed under 
the Listing Requirements within 4 months from the date of appointment. The Director is also encouraged to attend the Financial 
Institutions Directors’ Education Programme developed by BNM and Perbadanan Insurans Deposit Malaysia (“PIDM”) in collaboration 
with the International Centre for Leadership in Finance.

	 The Board via the Nominating Committee continuously evaluates the training needs of its Directors. In order to keep the Directors 
abreast with the dynamic and complex business environment as well as new statutory and regulatory requirements, the Board has 
approved the following areas of training for the Directors:-

•	 Laws and regulations imposed by the relevant authorities and any updates in respect thereto. 
•	 Risk management and compliance controls. 
•	 Finance, accounting and insurance related requirements.
•	 Corporate governance. 
•	 Business related subjects of the Group.

	 The Company Secretary organised internal training programme for Directors and facilitates the enrollment of Director to external 
training programmes. A complete record of trainings, conferences and seminars attended by the Directors as participants or speakers 
is maintained by the Company Secretary.
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	 The training programmes, seminars and conferences attended by the Directors during the financial year ended 31 December 2014 
are as follows:-

Directors Programmes/Seminars/Conferences Attended

Tan Sri Razali Bin Ismail •	 27th Conference of the Academy of Latinity, Post-Regionalism in the Global Age on 
“Multiculturalism and Cultural Circulation in Southeast Asia and Latin America - Asia in 
a World in Motion” and presented a paper on “Contestation of States in Southeast Asia: 
Searching for Identity, Nationalism or Moderation” (as speaker)

•	 ASEAN Leadership Program in Myanmar

•	 Capital-at-Risk

•	 Executive Workshop on Diplomacy & Security for Senior Government Officials 1/2014 on 
“The Role of Global Movement of Moderates in Establishing Stability” (as speaker)

•	 World Muslim Leadership Forum (as speaker)

•	 Second Russia-ASEAN Youth Summit on “Young Russia – Young ASEAN Contributors to 
Greater Connectivity” (as speaker) 

•	 International Conference on Social Entrepreneurship 2014 on “Globalisation of Social 
Entrepreneurship Opportunities” (as speaker)

•	 Conference Academie de la Latinite on Social Inclusion & Representation, Paper Titled 
“Diversity, Inclusivity & Governance in the Social Landscape of Southeast Asia”

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management

•	 Motor Pricing and Internal Tariff

•	 Panel Session on “Envisioning 2020 Boards” at the Women Directors’ Convention 2014 (as 
panelist)

•	 Malaysian Institute of Defence and Security Talk on “Malaysia’s Inclusion in the United Nations 
Security Council” (as speaker)

Foo San Kan •	 Training and awareness seminar on Personal Data Protection Act 2010

•	 BNM Dialogue Session with Nomination Committee Members

•	 Scenario Planning

•	 Roundtable Discussion on Financial Reporting

•	 Advocacy Sessions on Corporate Disclosure for Directors

•	 Capital-at-Risk

•	 Goods and Services Tax Awareness Briefing

•	 Appreciation & Application of ASEAN Corporate Governance Scorecard

•	 Goods and Services Tax Briefing

•	 Malaysian Goods and Services Tax – Issue Large & Small

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management

•	 Motor Pricing and Internal Tariff

•	 Briefing on Malaysian Financial Reporting Standards (MFRS) 15 – Revenue from Contracts 
with Customers
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Directors Programmes/Seminars/Conferences Attended

Dato’ Dr. Thillainathan  
A/L Ramasamy

•	 Malaysia’s Economic Outlook & Strategies to Promote High Performing Education

•	 Training and awareness seminar on Personal Data Protection Act 2010

•	 The London School of Economics and Political Science (“LSE”) Asia Forum 2014 Building 
Asian Futures: Integration, Welfare & Growth

•	 Post LSE Forum Talks on “The Financial Crisis and Financial Reforms” and “China’s Foreign 
Affairs under Xi Jinping” 

•	 BNM Dialogue Session with Nomination Committee Members

•	 Business Coffee Session on topic of “How leader can make better decisions and execute 
better”

•	 Capital-at-Risk

•	 Goods and Services Tax Awareness Briefing

•	 Conference on Private Equity in Asia

•	 Khazanah Megatrends Forum Scaling the Efficiency Frontier Institutions, Innovation & 
Inclusion

•	 Training on Liquidity & Market Risks

•	 Dialogue on Competition Law Issues in Mergers, Collaborations & Exclusive Arrangements

•	 LSE Insights on the Coming World Crisis

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management 

•	 Motor Pricing and Internal Tariff

Tan Sri Datuk (Dr.) Rafiah  
Binti Salim

•	 Training and awareness seminar on Personal Data Protection Act 2010

•	 Moving Next-Gen Sequencing Into Clinical Cancer Diagnostics : Advantages and Limitations

•	 Corporate Governance, Practitioner’s Perspective (as presenter)

•	 Branding

•	 PIDM Annual Dialogue

•	 Capital-at-Risk

•	 Goods and Services Tax Awareness Briefing

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management

•	 Motor Pricing and Internal Tariff

Tunku Zain Al-Abidin Ibni  
Tuanku Muhriz

•	 Allianz Malaysia Orientation Programme 

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management

•	 Motor Pricing and Internal Tariff
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Directors Programmes/Seminars/Conferences Attended

Zakri Bin Mohd Khir •	 Allianz International 2014 Conference

•	 BNM Dialogue Session with Nomination Committee Members

•	 AMI Campus Program on “Property & Casulty Mid-Corp Business”

•	 Capital-at-Risk

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management 

•	 Motor Pricing and Internal Tariff

Ong Eng Chow •	 PIDM Annual Dialogue

•	 Mergers & Acquisition Seminar

•	 Goods and Services Tax Awareness Briefing

•	 Allianz Finance Conference

•	 Anti-Trust

•	 Actuarial Assumptions and Participating Fund Management

	 The Nominating Committee having reviewed the trainings attended by the Directors during the year 2014 was satisfied with the 
training programmes/courses attended by the Directors for year 2014.

	 Segregation of Powers 

	 There is a clear division of roles and responsibilities between the Chairman and the Chief Executive Officer of the Company to ensure 
a balance of responsibilities, authority and accountability for an effective Board.

	 Chairman 

	 The Chairman plays a crucial leadership and pivotal role in ensuring that the Board works effectively. 

	 The Chairman’s roles include, inter alia, the following:-

(a)	 As a leader for the Board and chairs all Board Meetings;

(b)	 Managing Board Meetings to ensure robust decision-making;
 
(c)	 Building a high performance Board by, inter alia, promoting the highest standards of integrity, probity and corporate governance 

in the Company and taking a leading role in creating an effective corporate governance system and leading the Board in oversight 
of Management; 

(d)	 Managing Board/Management interface by inter alia, acting as the main conduit between the Management and the Board and 
developing a positive relationship with the Management; 

(e)	 Acting as a spokesperson for the Board; and

(f)	 Ensuring effective communication with the Company’s shareholders and other stakeholders.

	 The Chairman also encourages feedbacks from the stakeholders, he can be reached via his email address at razali.ismail@allianz.com.my.
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	 Chief Executive Officer 

	 The Chief Executive Officer is in charge of the day-to-day running of the business. The Chief Executive Officer’s main roles are as 
follows:-

(a)	 Setting business objectives and strategic direction, coordinating and supervising the Group, as well as implementing and 
overseeing an efficient risk management system;

(b)	 Ensuring that the Group’s business are properly and efficiently managed by ensuring that the executive team implements the 
policies and strategies adopted by the Board and Board Committees;

(c)	 Responsible for monitoring adherence to statutory provisions and official regulations;

(d)	 Assisting the Chairman in drawing up the agenda for Board Meetings by providing input in relation to important strategic issues 
facing the business;

(e)	 Ensuring that operational planning and control systems are in place;

(f)	 Ensuring Board decisions and instruction are implemented;

(g)	 Providing strong leadership and ensure the business objectives and strategies are communicate across all levels in the Company; and

(h)	 Ensuring organisational structure and systems in place to develop talent and succession planning for Senior Management.

2.	DELEGATI ON OF AUTHORITY 

	 The Board is responsible for overseeing the overall affairs of the Company. To ensure effective discharge of its functions and 
responsibilities, distinctions must be maintained between Management’s functions and the overall responsibility of the Board.

	 The Board has established authority limit guidelines (“Authority Limit Guidelines”) detailing matters specifically reserved for its 
decision and those delegated to the Board Committees and the Management and the parameters in relation thereto. The Authority 
Limit Guidelines set out the responsibility and the approval limits for each party and is made available to all Directors and accessible 
by staff via the Group’s staff e-portal.

	 Management Authority Limit 

	 The Board’s approving authority is delegated to the Management through formal and defined operational authority limits that 
governs business procedures and decision making process in the Group. The operational authority limits incorporate segregation of 
duties and check and balance in delegation of authority.

	 Such authority limits are documented in the Authority Limit Guidelines and is regularly reviewed to ensure the said Guidelines remain 
relevant to the changing environment.
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	 Senior Management Committees comprising Senior Management is set up at operating entities level within the Group and chaired 
by the Chief Executive Officers of the respective companies. Various Management Committees are established by the Senior 
Management Committees with specific terms of reference, to assist in managing the day-to-day operations of the Group and ensure 
its effectiveness. The Management Committees formulate tactical plans and business strategies, monitor the performance of the 
Group and ensure that activities are carried out in accordance with corporate objectives, strategies, business plans and policies as 
approved by the respective Boards of the Group.

	 Board Committees

	 The Board in the course of carrying out its duties may set up Board Committees delegated with specific authority and operating on the 
terms of reference as approved by the Board, to assist the Board in the execution of its responsibilities. These Board Committees shall 
have the authority to examine particular issues and report back to the Board with their recommendations. The ultimate responsibility 
for the final decision on all matters, however, lies with the entire Board.

	 The Board set up the below mentioned Board Committees to assist the Board on specific areas of responsibilities as described in 
the respective Board Committees’ terms of reference. The insurance subsidiaries have formally used the services of the Board 
Committees of the Company since 1 January 2008.

	A udit Committee 

	 The memberships and terms of reference of the Audit Committee are determined in accordance with the BNM’s guidelines, Listing 
Requirements and the Code. The composition and the terms of reference of the Audit Committee are detailed in the Audit Committee 
Report set out on pages 78 to 91 of this Annual Report.

	R isk Management Committee

	 The composition of the Risk Management Committee as at the date of this Annual Report is as follows:-

Members Designation

Tan Sri Datuk (Dr.) Rafiah Binti Salim (Chairperson ) Independent Non-Executive Director

Foo San Kan (Member) Independent Non-Executive Director

Dato’ Dr. Thillainathan A/L Ramasamy (Member) Independent Non-Executive Director

	 There were 4 Risk Management Committee Meetings held during the financial year ended 31 December 2014 and the attendance of 
the abovementioned Risk Management Committee members was as follows:-

Members

Number of Risk 
Management Committee 

Meetings Held

Number of Risk 
Management Committee 

Meetings Attended

Tan Sri Datuk (Dr.) Rafiah Binti Salim 4 4

Foo San Kan 4 4

Dato’ Dr. Thillainathan A/L Ramasamy 4 4
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	 The Risk Management Committee is responsible for driving the risk management framework of the Group and to report to the Boards 
of the respective companies within the Group on its recommendations and/or decisions. The responsibilities of the Risk Management 
Committee are stated below:-

(a)	 to address strategic and corporate level risks (including compliance risk) and recommend to the respective Boards of the Group 
the strategies to manage these risks and ensure its implementation;

(b)	 to review and assess the adequacy of risk management policies and framework for identifying, measuring, monitoring and 
controlling risks as well as the extent to which these are operating effectively;

(c)	 to review and recommend risk management strategies, policies and risk parameters/tolerance levels, Internal Capital Adequacy 
Assessment Process result for the approval of the respective Boards of the Group and to ensure any changes and concerns are 
communicated to senior management effectively;

(d)	 to review and assess the effectiveness of the overall management of compliance risk;

(e)	 to ensure the risk control and compliance functions have adequate resources, authority, infrastructure, systems and independence 
to enable an effective risk management and compliance;

(f)	 to review the Key Risks Profile and risks raised by business units and monitor the progress of action plans implemented;

(g)	 to review and recommend for the approval of the respective Boards of the Group, the contingency planning, including its 
effectiveness testing covering policies, processes and resources in place to address potential crisis, unusual circumstances and 
stress situations;

(h)	 to review periodic reports on risk exposure, risk portfolio composition and risk management activities;

(i)	 to report to the respective Boards of the Group, the risk management and compliance status on a regular basis; and

(j)	 to approve the risk methodology to facilitate risk assessment.

	N ominating Committee 

	 The composition of the Nominating Committee as at the date of this Annual Report is as follows:-

Members Designation

Tan Sri Datuk (Dr.) Rafiah Binti Salim (Chairperson) Independent Non-Executive Director

Tan Sri Razali Bin Ismail (Member) Independent Non-Executive Director

Foo San Kan (Member) Independent Non-Executive Director

Dato’ Dr. Thillainathan A/L Ramasamy (Member) Independent Non-Executive Director

Tunku Zain Al-Abidin Ibni Tuanku Muhriz (Member) Independent Non-Executive Director

	 The Nominating Committee comprises wholly of Independent Non-Executive Directors. 
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	 The Board acknowledged the recommendation of the Code that Senior Independent Director should chair the Nominating Committee. 
Nevertheless, the Board having deliberated on the need of appointing a Senior Independent Director, concluded that such appointment is 
not required at this juncture on the reason that the current Board comprises of high proportion of Independent Non-Executive Directors 
with good working relationship. 

	 Given the responsibility of the Nominating Committee in areas such as developing the skills, assessment, recruitment, succession planning 
and performance evaluation, it will be preferable to have a Director who possessed experience in the fields of human resource management 
and recruitment of senior executive to lead the Nominating Committee. Thus, the Board has appointed Y. Bhg. Tan Sri Datuk (Dr.) Rafiah 
Binti Salim, who has extensive years of experience in legal, human resource, banking, academic, at the local and international levels, as the 
Chairperson of the Nominating Committee. The Nominating Committee under the stewardship of Y. Bhg. Tan Sri Datuk (Dr.) Rafiah has 
contributed positively to the effectiveness of the Nominating Committee.

	 The primary objective of the Nominating Committee is to establish a documented formal and transparent procedure for the appointment 
of Directors, Chief Executive Officers and key responsible persons of the Group and to assess the effectiveness of individual Directors, the 
respective Boards (including various committees of the Board), Chief Executive Officers and other key responsible persons of the Group on 
an on-going basis. 

	 The responsibilities of the Nominating Committee are stated below and shall be applicable to all companies within the Group:-

(a)	 establishing minimum requirements for the Board and the Chief Executive Officer to perform their responsibilities effectively. It is also 
responsible for overseeing the overall composition of the Board in terms of the appropriate size and mix of skills, the balance between 
Executive Directors, Non-Executive Directors and Independent Directors as well as diversity including gender diversity, and other core 
competencies required, through annual reviews;

(b)	 assessing and recommending the nominees for directorship, Directors to fill Board Committees, as well as nominees for the Chief 
Executive Officer position. This includes assessing Directors and Chief Executive Officer proposed for re-appointment, before an 
application for approval is submitted to BNM. The Nominating Committee in making its recommendation to the Board on candidates 
for directorship or re-appointment, should consider the candidates’:-

(i)	 skill, knowledge, competencies, expertise and experience;
(ii)	 professionalism;
(iii)	 integrity;
(iv)	 commitment, contribution and performance; and
(v)	 in the case of candidate for the position of Independent Non-Executive Directors, the Nominating Committee should also evaluate 

the candidates’ ability to discharge such responsibilities/functions as expected from Independent Non-Executive Directors.

(c)	 establishing a mechanism for formal assessment and assessing the effectiveness of the Board as a whole, the contribution by each 
Director including the Independent Directors to the effectiveness of the Board, the contribution of the Board’s various committees and 
the performance of the Chief Executive Officer. All assessments and evaluations carried out by the Nominating Committee in discharge 
of all its functions should be properly documented;

(d)	 developing the criteria to assess the independence of its Independent Directors;

(e)	 overseeing the appointment, management succession planning and performance evaluation of Directors, Chief Executive Officer and 
other key responsible persons and recommending to the Board on removal of a Director/Chief Executive Officer/other key responsible 
person if he/she is ineffective, errant or negligent in discharging his/her responsibilities; and

(f) 	 ensuring that all Directors undergo appropriate induction programmes and receive continuous training.
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	 There were 7 Nominating Committee Meetings held during the financial year ended 31 December 2014 and the attendance of the 
abovementioned Nominating Committee members was as follows:- 

Members

Number of Nominating
Committee Meetings

Held

Number of Nominating 
Committee Meetings

Attended

Tan Sri Datuk (Dr.) Rafiah Binti Salim 7 7

Tan Sri Razali Bin Ismail 7 6

Foo San Kan 7 7

Dato’ Dr. Thillainathan A/L Ramasamy 7 7

Tunku Zain Al-Abidin Ibni Tuanku Muhriz 7 Not applicable*

Note:-
*	 Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz was appointed as a Nominating Committee member on 28 November 2014. 

There was no Nominating Committee Meeting held following his appointment.

	 The Meetings of the Nominating Committee are transparent, with all proceedings recorded and actions documented. The minutes 
of the Nominating Committee are tabled at the Board Meeting for information. The Chairperson of the Nominating Committee also 
report to the Board on key issues deliberated by the Nominating Committee at Board Meeting.

	 During the financial year ended 31 December 2014, the following activities were carried out by the Nominating Committee:- 

	 New appointment of Director

	 Nominating Committee carried out an evaluation on the proposed appointment of Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku 
Muhriz as an Independent Non-Executive Director of the Company based on the prescribed evaluation criteria and submitted its 
recommendation and justification for the said proposed appointment to the Board for consideration.

 
	 The Board accepted the recommendation from the Nominating Committee and approved the proposed appointment of Y.A.M. 

Tunku Zain Al-Abidin Ibni Tuanku Muhriz as an Independent Non-Executive Director of the Company subject to BNM’s approval.  

	 Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz was formally appointed as an Independent Non-Executive Director of the Company 
on 28 November 2014 following the approval received from BNM. 

	 An orientation programme was held for Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz following his appointment as an Independent 
Non-Executive Director of the Company. The orientation programme was coordinated by the Company Secretary together with the 
respective Head of Departments with the objectives of providing Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz the necessary 
information and overview to assist him in understanding among others, Directors’ roles and responsibilities,  organisation  structure,  
nature of Group’s business and its operations, corporate strategies and challenges, corporate governance  structure, risk management 
strategy, internal audit,  legal and compliance controls of the Group.
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	 Re-Election and Re-Appointment

	 The Nominating Committee carried out performance assessment on the following Directors who were subject to retirement by rotation 
or re-appointment at the 40th Annual General Meeting held in 2014 :-

(a)	 Y. Bhg. Dato’ Dr. Thillainathan A/L Ramasamy and Mr. Ong Eng Chow, who were subject to retirement by rotation pursuant to the 
Company’s Articles of Association; and 

(b)	 Y. Bhg. Tan Sri Razali Bin Ismail who was subject to re-appointment pursuant to Section 129(6) of the Companies Act, 1965.

	 The Nominating Committee having reviewed the assessment results, was satisfied with the performance of the respective Directors and 
recommended the re-election and re-appointment of the abovementioned Directors to the Board for approval.

	 The abovementioned Directors who are also members of Nominating Committee had abstained from the deliberation and voting of 
their respective re-election or re-appointment at the Nominating Committee Meeting. 

	 The re-election and re-appointment of the abovementioned Directors were approved by the shareholders of the Company at the 40th 
Annual General Meeting held on 25 June 2014.

	 The Nominating Committee also carried out performance assessments on Directors in the insurance subsidiaries who were subject to 
re-election and re-appointment at the Annual General Meeting of the respective insurance subsidiaries of the Company and having 
satisfied with the performance of the respective Directors, recommended the re-election and re-appointment of the respective Directors 
to the Boards of the respective insurance subsidiaries for approval. 

	 Directors’ Performance Review

	 The Nominating Committee reviewed the assessment results of individual Directors and the respective Boards of the Group for year 
2013. 

	 On average, the individual assessment on Directors of the Company was rated as “Good” whereas, the Board assessment was rated 
as “Excellent”.

	 Composition Mix

	 The Nominating Committee reviewed the Composition Mix of the Board and opined that the existing Board of the Company is made up 
of Directors of high caliber and integrity with diverse backgrounds. They possessed the qualification, skills, knowledge and expertise in 
their respective fields that are appropriate to the business of the Group and therefore the Board has a good Composition Mix.

	 The Nominating Committee had reviewed and noted that the Independent Non-Executive Directors made up more than half of the 
Board members. Accordingly, the composition of the Board is appropriate and well balanced to cater for the interest of the majority and 
minority shareholders. 

	 The Nominating Committee also reviewed the Board Composition Mix of the insurance subsidiaries and submitted its observations to 
the respective Boards for deliberation.
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	I ndependence Assessment

	 The annual independence assessment on Independent Non-Executive Directors for year 2014 was performed by the Nominating 
Committee and the Nominating Committee was satisfied that all  Independent Non-Executive Directors of the Company fulfilled the 
criteria under the definition of Independent Directors as prescribed by the authorities and that they have demonstrated independent 
and objective judgment in Board/Board Committee deliberations and acting in the best interest of the Group as well as safeguarding 
the interests of minority shareholders and stakeholders. The Nominating Committee was of the view that all Independent Non-
Executive Directors of the Company remain independence and shall maintain their Independent Non-Executive Directors status in 
the Company. The observations from the Nominating Committee were submitted to the Board for deliberation. 

	 In deliberating on the subject matter, the Independent Non-Executive Directors who are members of the Nominating Committee 
had abstained from the deliberation and voting on their respective independence assessment. 

	 The Nominating Committee also reviewed the proposal for Mr. Foo San Kan, to continue to act as an Independent Non-Executive 
Director of the Company after serving  for a cumulative term of 9 years and submitted its recommendation and justification for the 
Board’s consideration.  

	 The above proposal was approved by the shareholders of the Company at the 40th Annual General Meeting held on 25 June 2014.

	 The Nominating Committee  also carried out independence assessment on Independent Non-Executive Directors of the insurance 
subsidiaries for year 2014 and submitted its observations to the respective Boards for deliberation.

	 Board Committee’s Performance Review

	 The Nominating Committee reviewed the composition of the Board Committees and was of the view that the composition of the 
respective Board Committees were in order. The Nominating Committee also carried out performance assessments on the Board 
Committees and their members, was satisfied with the performance of the Board Committees and their members. The findings of 
the Nominating Committee were submitted to the Board for deliberation.

	K ey Responsible Persons

(a)	 The Nominating Committee reviewed the fit and proper assessments results for the Directors and key responsible persons of the 
Group and noted that there were no adverse findings observed. The Nominating Committee was satisfied with the results of the 
fit and proper assessment of the Directors and key responsible persons and recommended that the results be submitted to the 
respective Boards of the Group for review.

(b)	 The Nominating Committee also reviewed the 2013 performance evaluation results of the key responsible persons of the Group 
and submitted its observations to the respective Boards of the Group for consideration.

(c)	 The Nominating Committee reviewed the proposed promotion for key responsible persons and submitted its recommendation 
to the respective Boards of the Group for approval.

(d)	 The Nominating Committee evaluated the proposed appointment of Head of Internal Audit and submitted its recommendation 
to the Board for consideration.

(e)	 The Nominating Committee evaluated the proposed appointment and proposed re-appointment of Appointed Actuary for the 
life insurance subsidiary for the financial years 2014 and 2015 respectively and submitted its recommendations to the Board of 
the life insurance subsidiary for consideration.
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(f)	 The Nominating Committee evaluated the proposed appointment of Appointed Actuary for the general insurance subsidiary for the 
financial year 2015 and submitted its recommendation to the Board of the general insurance subsidiary for consideration.

(g) 	 The Nominating Committee evaluated the proposed appointment of Chief Risk Officer for the life insurance subsidiary and 
submitted its recommendation to the Board of the life insurance subsidiary for consideration.

(h) 	 The Nominating Committee evaluated the proposed appointment of the Chief Executive Officer of the life insurance subsidiary and 
submitted its recommendation to the Board of the life insurance subsidiary for consideration.

	T raining

	 The Nominating Committee reviewed the list of training programmes/courses attended by the Directors of the Group (either as 
participant or as a speaker/moderator) for year 2013 and was satisfied with the training programmes/courses attended by the Directors 
for year 2013.

	 Others

(a)	 The Nominating Committee reviewed the results of the 2013 Allianz Engagement and Leadership Survey completed by the Senior 
Management with regard to the Chief Executive Officer’s effectiveness.

(b)	 The Nominating Committee reviewed the revised Group’s Fit and Proper Policy and Procedures for Key Responsible Persons 
(“Revised F&P Policy”) and the Allianz Group Fit and Proper Policy (“Allianz Group F&P Policy”) and submitted its recommendation 
for the respective Boards of the Group to approve the Revised F&P Policy and to adopt the Allianz Group F&P Policy.

	 During the first quarter of 2015, the Nominating Committee carried out performance assessment on the following Directors who are 
subject to re-election or re-appointment at the forthcoming 41st Annual General Meeting of the Company:-

(a)	 Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz and Mr. Foo San Kan, who are subject to retirement pursuant to the Company’s 
Articles of Association. 

(b)	 Y. Bhg. Tan Sri Razali Bin Ismail and Y. Bhg. Dato’ Dr. Thillainathan A/L Ramasamy who are subject to re-appointment pursuant to 
Section 129(6) of the Companies Act, 1965.

	 The Nominating Committee after reviewing the assessment results, was satisfied with the performance of the abovementioned Directors 
and recommended the re-election and re-appointment of the abovementioned Directors to the Board for approval.

	 All the above Directors had abstained from the deliberation and voting of their respective re-election and re-appointment at the 
Nominating Committee Meeting. 

	 The Nominating Committee also carried out the annual independence assessment on Independent Non-Executive Directors for year 
2015 and was satisfied that all Independent Non-Executive Directors of the Company remain independence and shall maintain their 
Independent Non-Executive Directors status in the Company. The observations from the Nominating Committee were submitted to the 
Board for deliberation. 

	 The Nominating Committee further recommended to the Board for Mr. Foo San Kan to continue to act as an Independent Non-Executive 
Director of the Company after serving for a cumulative term of more than 9 years based on the justification, among others, as follows:- 

(a)	 Mr. Foo San Kan fulfilled all criteria under the definition of Independent Non-Executive Director as prescribed by Bursa Securities and 
BNM.
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(b)	 His vast experience and high management skill, particularly in the fields of accounting, auditing and corporate matters, provide an 
optimal mix in skill of the Board and are crucial for the Board to discharge its duties effectively and in a competent manner. 

(c)	 Mr. Foo San Kan is a person of high caliber and integrity. In his capacity as an Independent Non-Executive Director, he discharged 
his duty diligently, taking into consideration the interests of all stakeholders, in particular the minority shareholders’ interest when 
deliberating on matters which may have impact on their interests.

(d)	 He has acted in the best interest of the Company since his appointment as an Independent Non-Executive Director, providing 
independent and objective views to the deliberations and decision making of the Board and Board Committees.

(e)	 Mr. Foo San Kan fully understands the Group’s objective and strategies as well as the business operation of the Company and the 
insurance industry market. He devotes substantial time and attentions to his obligation as an Independent Non-Executive Director 
as well as the Chairman and members of the respective Board Committees:- 

(i)	 As a Chairman of the Audit Committee, he encourages healthy debate on matters discussed at the meeting and leading the 
Audit Committee to resolve issues in a harmonious and effective manner without compromising the integrity of the Audit 
Committee to the stakeholders. He also provides guidance and support to the finance and governance teams in enhancing the 
reporting standard and corporate governance standard as well as in addressing issues in relation to fraud and whistleblowing. 

(ii)	 As a member of the Nominating Committee, Remuneration Committee and Risk Management Committee, Mr. Foo San Kan 
has actively and constructively evaluated matters or proposals tabled at the respective Board Committee meetings, taking into 
consideration the interests of all stakeholders, in particular the minority shareholders’ interest, before making recommendation 
to the respective Boards for consideration. 

	R emuneration Committee

	 The composition of the Remuneration Committee as at the date of this Annual Report is as follows:-

Members Designation

Tan Sri Datuk (Dr.) Rafiah Binti Salim (Chairperson) Independent Non-Executive Director

Tan Sri Razali Bin Ismail (Member) Independent Non-Executive Director

Foo San Kan (Member) Independent Non-Executive Director

	 There were 4 Remuneration Committee Meetings held during the financial year ended 31 December 2014 and the attendance of the 
abovementioned Remuneration Committee members was as follows:-

Members

Number of Remuneration
Committee Meetings 

Held

Number of Remuneration
Committee Meetings

Attended

Tan Sri Datuk (Dr.) Rafiah Binti Salim 4 4

Tan Sri Razali Bin Ismail 4 3

Foo San Kan 4 4

	 The primary objective of the Remuneration Committee is to provide a formal and transparent procedure for developing a remuneration 
policy for Directors, Chief Executive Officer and other key responsible persons of the Group and ensuring that their compensation is 
competitive and consistent with the culture, objective and strategy of the Group.
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	 The responsibilities of the Remuneration Committee are stated below and shall be applicable to all companies within the Group:-

(a)	 recommending a framework of remuneration for Directors, Chief Executive Officer and other key responsible persons.  
The remuneration policy should:-

(i)	 be documented and approved by the full Board and any changes thereto should be subject to the endorsement of the full Board;
(ii)	 reflect the experience and level of responsibility borne by individual Directors, the Chief Executive Officer and other key responsible 

persons;
(iii)	 be sufficient to attract and retain Directors, Chief Executive Officer and other key responsible persons of caliber needed to manage 

the Company successfully; and
(iv)	 be balanced against the need to ensure that the funds of the insurer are not used to subsidise excessive remuneration packages.

(b)	 recommending specific remuneration packages for Directors, Chief Executive Officer and other key responsible persons. The 
remuneration packages should:-

(i)	 be based on an objective consideration and approved by the full Board;
(ii)	 take due consideration of the assessments of the Nominating Committee of the effectiveness and contribution of the Directors, 

Chief Executive Officer or other key responsible persons concerned;
(iii)	 not be decided by the exercise of sole discretion of any one individual or restricted group of individuals; and
(iv)	 be competitive and is consistent with the culture, objective and strategy of the Group.

	I nvestment Committee

	 The composition of the Investment Committee as at the date of this Annual Report is as follows:-

Members Designation

Dato’ Dr. Thillainathan A/L Ramasamy (Chairman) Independent Non-Executive Director

Zakri Bin Mohd Khir (Member) Non-Independent Executive Director 

Ong Eng Chow (Member) Non-Independent Executive Director

Tapan Kumar Rangam Bir (Member) Chief Executive Officer of Allianz Life Insurance Malaysia Berhad

	 There were 4 Investment Committee Meetings held during the financial year ended 31 December 2014 and the attendance of the 
abovementioned Investment Committee members was as follows:- 

Members

Number of Investment
Committee Meetings

Held

Number of Investment
Committee Meetings 

Attended

Dato’ Dr. Thillainathan A/L Ramasamy 4 4

Zakri Bin Mohd Khir 4 4

Ong Eng Chow 4 4

Tapan Kumar Rangam Bir 4 Not Applicable*

Note:-
*	 Mr. Tapan Kumar Rangam Bir was appointed as an Investment Committee member on 29 January 2015.

	 The Investment Committee is responsible for setting of investment policies, objectives, guidelines and controls for the Investment 
Department, which in turn is responsible for managing the investment functions of the Group.
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3.	A CCOUNTABILITY AND AUDIT

	S trategies Promoting Sustainability 

	 The Board strongly believed that sustainable development shall mean combining long-term economic value creation with a holistic 
approach to environmental stewardship, social responsibility and corporate governance.

	 The Group takes a proactive approach to sustainability through incorporation of sustainable practices into its products and services, 
engaging with society via its corporate responsibility initiatives, consistent review and improves its governance structures as well as 
taking actions to reduce its environmental footprint.

	 The progress of the Group’s activities and initiatives for the year 2014 are detailed in the Sustainability Report which forms part of this 
Annual Report.

	F inancial Reporting 

	 In presenting the annual financial statements, quarterly reports and the annual report to the shareholders, the Board takes appropriate 
steps to present a clear and balanced assessment of the Group’s financial position, performance and prospects. This also applies to 
other public announcements released by the Company in accordance with the Listing Requirements as well as reports submitted to 
regulators.

	 Prior to presenting the financial statements of the Group to the Board for approval, the financial statements will be reviewed by the 
Audit Committee. The Audit Committee assists the Board in reviewing information to be disclosed in the financial statements to 
ensure that information disclosed is accurate, adequate and in compliance with the various disclosure requirements imposed by the 
relevant authorities and applicable financial reporting standards. The Board discusses and reviews the recommendations proposed 
by the Audit Committee prior to adoption of the financial statements of the Group.

	 The Statement of Responsibility by Directors in respect of the preparation of annual audited financial statements of the Company is 
presented on page 128 of this Annual Report.

	R elated Party Transactions

	 The Group complied with the requirements of BNM’s Guidelines on Related Party Transactions (BNM/RH/GL 018-6) and the Listing 
Requirements in respect of its related party undertakings. Necessary disclosures were made to the Board and where required, prior 
approval of the Board and/or shareholders for the transactions had also been obtained.

	 In line with Part E, Paragraph 10.09 of the Listing Requirements on recurrent related party transactions of a revenue or trading nature 
with related parties (“Recurrent Transactions”), the Company had obtained the shareholders’ mandate for the Group to enter into 
Recurrent Transactions (“Shareholders’ Mandate”). The Shareholders’ Mandate will be renewed on a yearly basis at the Annual 
General Meeting of the Company.

	 The Group has also established a review procedure for related party transactions including Recurrent Transactions (“RPT Review 
Procedure”) to ensure that they are:-

(a)	 undertaken on arm’s length basis;
(b)	 consistent with the Group’s usual business practices and policies;
(c)	 the transaction prices and terms are not more favourable to the related parties than those extended to third parties/public; and 
(d)	 are not to the detriment of the minority shareholders.
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	 Under the RPT Review Procedure, a due diligence working group was formed to review the related party transactions/Recurrent 
Transactions prior to the same are submitted to the Audit Committee for consideration. The Audit Committee will subsequently review 
the related party transactions/Recurrent Transactions and submits its recommendation to the Board for consideration. Director who 
has a direct or deemed interest in the related party transactions/Recurrent Transactions presented at the Audit Committee/Board 
Meeting will abstain from deliberation and voting on the said related party transactions/Recurrent Transactions.

	 The Audit Committee also reviews the RPT Review Procedure on an annual basis to ensure that the procedures and processes are 
sufficient and adequate to monitor, track and identify related party transactions including Recurrent Transactions in a timely and 
orderly manner.

	R isk Governance

	R isk Management Framework

	 The Group recognises the importance of internal controls and risk management in sustaining its business activities and strives to 
make it an essential component of its business culture. The Group is committed to manage risks in line with the defined Risk Strategy 
and Risk Appetite through a systematic framework which identifies, analyses, assesses and manages risks that potentially have a 
material impact on the value of the Group or potentially hinder the Group in achieving its stated business objectives and goals in a 
consistent manner across the Group.

	R isk Governance Structure

	 As one key element of the risk management framework, the risk governance approach is designed to ensure that the risk profile 
remains consistent with the risk strategy and the capacity to bear risks.

	 The risk governance structure is defined top-down with the highest oversight function being performed by the Board, specifically the 
Risk Management Committee. The Board assumes ultimate responsibility over the effectiveness of the Group’s risk management and 
internal control systems by establishing and supervising the operation of the risk management framework. The risk management 
framework including all Group policies is subject to the approval of the Board.

	 The Risk Management Committee oversees the Senior Management’s activities in managing the key risk areas of the Group and 
to ensure that the risk management process is in place and functioning effectively. The Risk Management Committee drives the 
risk management framework of the Group and report to the Board on its recommendations and/or decisions. Through structured 
reporting from Risk Management Working Committee (“RMWC”), the Risk Management Committee consolidates the status of the 
risks and presents them to the Board for consideration.

	 The RMWC is established at the management level and serves as a platform for two way communications between the Management 
and the Board on matters of the organisation’s risk strategy and management.

	 An independent Risk Management Function (“RMF”) headed by the Chief Risk Officer implements the approved risk management 
framework within the Group and to ensure adherence to the requirements stipulated by the various regulatory bodies and Allianz SE 
Group.

	 The Internal Audit Function complements the RMF in the implementation of the Group’s risk management by performing 
independent assessment that the policies are adhered to and their relevant procedures and processes are effectively practiced and 
continually updated to reflect the change in environment and technology according to approved standard operating process.
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	 The Legal and Compliance functions identify and assess any legal, compliance and fraud risk that the Group may be exposed to. They 
also roll out and/or cascade any compliance related initiatives/ requirements from the regulator and Allianz SE Group.

	 At the operating level, the Heads of Divisions/Departments/Operating Units are responsible for the validity and accuracy of the risks 
and mitigation actions for which they are appointed as risk owners. The risk owners shall be responsible for the implementation of 
risk management activities including risk mitigation plan within their respective unit/department/division or project.

	R isk Strategy and Risk Appetite

	 The Risk Strategy defined the tolerance of risk at the desired level of confidence, in relation to clearly defined risk and performance 
criteria. The risk appetite is defined to cover:-

•	 All material risks.
•	 Allowing for breakdown of risk appetite.
•	 Taking into account requirements imposed by supervisors as well as the protection of both policyholder obligations and 

shareholder net asset value.

	 The Risk Strategy will also define the core elements of the Group’s risk appetite namely target rating of top risks, capital adequacy, 
earning volatility, liquidity, as well as operational, strategic and reputational exposures that might cause significant loss to the Group. 

	 The Risk Strategy and Risk Appetite is reviewed and approved by the Board on an annual basis.

	R isk Management Process

	 Risk management is considered and managed as part of the daily process of managing and directing the business. The risk 
management process is integrated with core management processes of the business so that it can make value-added contributions 
to establishing sustainable competitive advantage and improving business performance. These include the implementation of a limit 
system and various frameworks, manual and policies.

	 Besides the embedded process, the following risk management cycle to identify, assess, mitigate, monitor and report will also be 
carried out by the RMF together with the respective risk owners.
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(a)	T op Risk Assessment

	 Top Risk Assessment (“TRA”) approach is in place to periodically analyse all material quantifiable and non-quantifiable risks, 
including market, credit, underwriting, business, operational, liquidity, reputational and strategic risks. 

	 The Group identifies and remediates significant threats to financial results, operational viability or the delivery of key strategic 
objectives, regardless of whether they relate to quantifiable or non-quantifiable risks using the approved TRA Matrix. The 
identified top risks are assessed quarterly by the assigned risk owners; and the same is reviewed, discussed and approved by the 
Board, Risk Management Committee and RMWC. Key risk indicators are also put in place to monitor changes in risk exposure or 
control effectiveness for the top risks on quarterly basis.

(b)	 Operational Risk Management

	 Operational Risk Management (“ORM”) is a continuous process which includes operational risk identification, measurement, 
quantification, management and monitoring to mitigate the operational loss resulting from inadequate or failed internal 
processes, people, system or from external events.

	 ORM is monitored through a combination of the following activities:-

•	 The Risk and Control Self-Assessment (“RCSA”);
•	 Analysis of actual loss events reported into the Loss Data Capture (“LDC”) database;
•	 Periodic audits by local internal audit departments and reviews by RMF; and
•	 Other key indicators and feedback from subject matter experts (e.g. Business Continuity Management Officers, Anti-Fraud 

and Anti-Corruption Coordinators).
 
(c)	R eputational Risk Management

	 All activities and non-activities within Group can influence its reputation, which is determined by the perceptions and beliefs of 
its stakeholders. Hence, thorough management of reputational risks is required. Any risks that might have significant impact on 
other Allianz operating entities or the Allianz SE Group will be escalated to Allianz SE.

	 The Corporate Communications function of the Group actively manage the reputational risk by assessing any potential risk 
arising from media press or any transaction relating to pre-defined sensitive areas. Reputational Risk and Issues Management 
Policy has been put in place to address the management of reputational risk and the methodology to assess reputational risk.

(d)	L iquidity Risk Management

	 Liquidity risk is a consequential risk, i.e. another adverse event has to happen before the Group runs into liquidity issues. On this 
background, the Group has identified various events that might lead to liquidity shortages. To mitigate this, limits on the cash 
position have been put in place and closely monitored.

	 Liquidity analysis is also carried out where appropriate and its results are discussed in the Asset Liability Management Working 
Group meeting for any remediation actions required.
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	I nternal Capital Adequacy Assessment Process

	 Internal Capital Adequacy Assessment Process (“ICAAP”) is an overall process by which the Group adopted to ensure it has adequate 
capital to meet its capital requirements which reflects its own risk profile on an on-going basis. The formal assessment is conducted 
at least on an annual basis and its results are reported to the Board.

	 The review of the ICAAP coincides with the annual planning process and any changes in the strategic directions of the respective 
companies and business plans will be updated into the Risk Strategy and accordingly all risks identified will also be taken into account 
when computing the Internal Capital Target Level (“ITCL”).

	 The ITCL is validated by stress testing to ensure that it will still be above the Supervisory Target Capital Level even after the occurrence 
of a severe plausible event.

	 As part of the monitoring, thresholds are identified with the respective capital management action plans to be executed once the 
thresholds are triggered.

	S tress Testing

	 Stress test is an effective risk management tool and the Group conducts such stress test regularly.

	 The stress test process is designed based on the respective insurance subsidiaries’ solvency position, lines of business, current 
position within the market, investment policy, business plan, and general economic conditions. The results of the stress test will then 
be incorporated into the respective insurance subsidiaries’ capital management plan, in determining the extent of capital affected by 
the threats arising from adverse events and the actions required to mitigate such threats.

	 The Board and Management participated actively in providing feedback and appropriateness of its methodology and assumptions 
and its results.

	 The Group’s stress testing process complies with both the expectations of BNM and Allianz SE Group.

	 Whistleblowing Policy 

	 The commercial activities of the Group are based upon trust of the Group’s customers, shareholders, employees and general public. 
Therefore, it is important that any issues of illegal or questionable activities are reported to Management for prompt investigation and 
intervening action.

	 The Group implemented the Whistleblowing Policies and Procedures (“Whistleblowing Policy”) to address whistleblowing matters; 
and the Whistleblowing Policy describes the Group’s Speak-Up Policy, avenues for filing a concern and handling of whistleblowing 
incidents by the employees and external party or any insurance intermediary. The Group also has an established whistleblowing 
mechanism in place to enable anonymous and non-anonymous reporting of any breach of the Allianz Group Code of Conduct, any 
laws, regulations, orders or any internal rules. All whistleblowing incidents in the Group are reviewed by the Integrity Committee and 
the Audit Committee.
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	 For this purpose, employees of the Group may raise concerns or report anonymously or non-anonymously reporting via the following 
channels:-

(a)	 Employee’s direct line manager;
(b)	 Senior Management member of the Group;
(c)	 Internal Audit Department;
(d)	 Human Resources Division;
(e)	 Legal and Compliance Department;
(f)	 Audit Committee members;
(g)	 The Group’s Compliance Officer, Allianz SE Group Legal and Compliance and Allianz SE Asia Pacific Branch Compliance; and
(h)	 The Group, Allianz SE Group Compliance and Allianz SE Asia Pacific Branch Compliance whistleblowing intranet portal.

	 For Business Partners, they may report whistleblowing matters to the Compliance Officer at compliance.officer@allianz.com.my.

	I nternal Audit Function
 
	 The Board has established an internal audit function within the Group, which is led by the Head of Internal Audit who reports directly 

to the Audit Committee.

	 Details of the Internal Audit Function of the Group is presented on page 91 of this Annual Report.

	 External Auditors 
 
	 The Board and the Audit Committee place great emphasis on the objectivity and independence of the Group’s External Auditors.

	 The Board is committed in ensuring the independence of the External Auditors. Accordingly, significant attention is directed toward 
the appropriateness of the External Auditors to perform services other than statutory/financial audit. The Board had on 17 August 
2012 approved the Policy on Audit and Non-Audit Services Provided by External Auditors (“Policy”) to ensure that the independence 
and objectivity of the External Auditors are not compromised.

	 The Policy sets forth the procedures with respect to the engagement of the External Auditors to perform audit, audit-related and non-
audit services for the Group. The said Policy also sets out the guidance on audit and non-audit services that may be undertaken by the 
External Auditors as well as the prohibited services that may not be provided by the External Auditors and the criteria and approval 
procedures in dealing with audit and non-audit services.

	 In compliance with the BNM’s Guidelines on External Auditors, the Audit Committee is required to assess the qualifications, 
independence and performance of the External Auditors. The Audit Committee is also required to recommend to the Board on the 
proposed appointment of the engagement partner and the concurring partner. The Audit Committee also ensures that there is a 
rotation to the engagement partner and the concurring partner at least once every 5 years.

	 The appointment and re-appointment of the External Auditors, engagement partner and concurring partner will be reviewed by the 
Audit Committee and the recommendation from the Audit Committee will be presented to the Board for consideration prior to the 
same being presented to the shareholders for approval.

	 Areas of assessment include among others, the level of knowledge, capabilities, experience and quality of previous work, level of 
engagement, ability to perform the audit work within the agreed timeframe, adequacy in audit coverage, effectiveness in planning 
and conduct of audit, ability to provide constructive observations and independence.
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	 The Audit Committee also reviews the non-audit services rendered by the External Auditors. The terms of engagement of the External 
Auditors for their audit and non-audit services rendered are reviewed by the Audit Committee and approved by the Board.

	 The process for appointment and re-appointment of the External Auditors, engagement partner and concurring partner are as 
follows:-
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The Audit Committee’s recommendation will be presented to the Board for consideration

The completed Evaluation of External Auditors checklist will be submitted to the Audit Committee 
for review

Finance and Account Division will evaluate the External Auditors, engagement and concurring partners 
using the Evaluation of External Auditors checklist to ensure all regulatory requirements are met

	 Through the Audit Committee, the Board has established a formal and appropriate relationship with the External Auditors. The Audit 
Committee meets with the External Auditors at least 2 times a year to review the audit plan, the audited financial statements and the 
audit observations. The Audit Committee also holds at least 2 private discussions with the External Auditors without the presence of 
the Management, to ensure that their independence is not compromised and any matters that may warrant the Audit Committee’s 
attention. The External Auditors are also invited to attend the Annual General Meeting of the Company to address the concerns of the 
shareholders in relation to the audited financial statements of the Group.

	 Details of the role of the Audit Committee in relation to the External Auditors are described in the Audit Committee Report presented 
on pages 82 to 84 of this Annual Report.

	 The audit fees for the financial year ended 31 December 2014 are detailed below:-

Group
RM’000

Company
RM’000

Auditors’ fees:

-	 statutory audits 750 131

-	 other services

•	 review of interim financial information for the period ended 30 September 2014 100 9

•	 other regulatory related fee (PIDM agreed-upon procedures) 16 -

•	 review of Statement on Risk Management and Internal Control 10 10
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4.	SHAREH OLDERS AND INVESTORS ENGAGEMENT 

	 Communication with Shareholders/Investors 

	 The Board acknowledges the need for shareholders and other stakeholders to be informed of all material information affecting the 
Group and is committed to maintain transparency and accountability to all of its shareholders and stakeholders.

	 In maintaining the commitment to effective communication with shareholders and stakeholders, the Company adopts the practice 
of comprehensive, accurate and timely disclosures of information to its shareholders as well as to the general investing public in 
accordance with the requirements of the Listing Requirements, to enable them to make informed investment decisions.

	 The Board is mindful that material information affecting the Group must be announced immediately via Bursa Securities to the 
shareholders and investing public and that price sensitive information must be handled in a strictly confidential manner within the 
Group. Internal procedures have been put in place to ensure that material information released to the shareholders and investing 
public are accurate, comprehensive and not misleading and that price sensitive information are handled properly to avoid any 
leakage and improper use of such information by the relevant parties. In addition, the Board also stresses on equal dissemination of 
information to shareholders and stakeholders.

	 Information in respect of the Group is disseminated through the following avenues:-

(a)	 Quarterly Report 

	 Information in respect of the Group’s financial results, business review, future prospect, corporate exercises and other material 
information in relation to the development of the Group are disclosed in the Quarterly Report of the Group.

	 Immediately following the release of the Quarterly Report to Bursa Securities, a press release in respect thereto will be issued by 
the Group. The Quarterly Report, press release and analysts briefing presentation are subsequently published on the website of 
the Group.

 
(b)	 Annual Report 

	 The Group’s Annual Report provides a comprehensive report on, among others, the Group’s audited financial statements, 
review of the operational and financial performance, business development and strategy, industry outlook and future prospects, 
corporate responsibility activities and sustainability development, risk management and internal control activities and corporate 
governance development.

	 Annual Reports are despatched to shareholders in CD ROM format and hard copy will be made available to shareholders upon 
request. It is also published in the website of the Group upon its issuance to the shareholders and release to Bursa Securities.

(c)	 Corporate Announcements
 
	 Corporate announcements contain material information that may affect the interest of the shareholders and other 

announcements as may be required by the Listing Requirements will be released to Bursa Securities on a timely manner. 
Such announcements are also disseminated to Senior Management via email and made available in the website of the Group 
immediately after released to Bursa Securities.
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(d)	 Investor Relations 

	 The Senior Management comprising the Chief Executive Officer and Chief Financial Officer of the Group holds quarterly briefing 
for fund managers and research analysts on the quarterly performance and business development and progress of the Group. 
Such briefing is normally conducted on the next working day after the release of the Group’s Quarterly Report to Bursa Securities.

	 The quarterly briefing also serves as a platform of dialogue between the fund managers and research analysts with the Senior 
Management of the Group, where the fund managers and research analysts are able to raise questions and seek clarification 
from the Senior Management on pertinent issues relating to the Group.

	 In order to ensure that shareholders and investing public have equal access of the presentation slides for the briefing, the 
presentation slides are published on the website of the Group immediately after the Group released its Quarterly Report to Bursa 
Securities.

	 In addition, the Senior Management also holds separate meetings with the potential investors and fund managers throughout 
the year to provide the overview of the operation and business prospects of the Group.

 
(e)	 Designated Person to handle Investor Relations

	 The Corporate Communications Department of the Group addresses enquiries from shareholders, investors and public on all 
corporate matters relating to the Group.

	 The personnel to be contacted in relation to investor relations matter is as follows:-

Ms. Joannica Dass Tel: 03-22640780

Group Head of Corporate Communications E-mail: joannica.dass@allianz.com.my

(f)	 Press Releases

	 Press releases on corporate developments and initiatives are also issued by the Group to provide the stakeholders with the up-
to-date information in respect of the Group.

	 Media meetings and interviews are also initiated to provide wider publicity and understanding of the Group’s business activities 
and strategies.

(g)	 Website - www.allianz.com.my

	 The Group’s website at www.allianz.com.my, provides the avenue for the shareholders, investing public and other stakeholders 
to access all information in relation to the Group, covering the areas of business products, services, corporate responsibility 
initiatives, announcements released to Bursa Securities, press releases, financial statements of the Company and its insurance 
subsidiaries and presentation made during the analyst briefings and Annual General Meeting.

	 In addition, an enquiry tab is also provided in the website to enable the shareholders, stakeholder and general public to make 
enquiries.
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(h)	 Facebook - www.facebook.com/AllianzMalaysia

	 The Group‘s Facebook page is another avenue for the Group to engage with shareholders, stakeholders and general public in 
an interactive way. Through the Facebook page, latest news of the Group are provided to the shareholders, stakeholders and 
general public and they are able to provide their complaints, comments, suggestions and feedback to the Group.

	G eneral Meetings

	 The Annual General Meeting is the principal forum to communicate with the shareholders. At the 40th Annual General Meeting, all 
Directors were present at the 40th Annual General Meeting to engage directly with the shareholders and to address concerns that 
may be raised by the shareholders.

	 The notice of Annual General Meeting and the related circular to shareholders are despatched to shareholders at least 21 days prior 
to the Annual General Meeting in accordance with the Listing Requirements, to provide sufficient time for the shareholders to review 
the Group’s financial and operational performance and to evaluate the resolutions tabled at the Annual General Meeting.

	 At the Annual General Meeting of the Company, the Chairman highlights to the shareholders present of their right to demand for 
a poll, the Chief Executive Officer and Chief Financial Officer present comprehensive review of the Group’s financial performance, 
business development, corporate responsibility activities and other significant matters that required the attention of the shareholders. 
Shareholders are encouraged to raise questions or seek clarification pertaining to the operations, financial and business related issues 
and any other related matters to the agenda of the Annual General Meeting. Members of the Board, Senior Management and the 
External Auditors are present at the Annual General Meeting to respond to questions raised by the shareholders. Suggestions received 
from the shareholders during the Annual General Meeting, where applicable, will be evaluated and considered for implementation 
by the Board.

	 The Management also shared with the shareholders the questions submitted in advance of the Annual General Meeting by the 
Minority Shareholder Watchdog Group and the Company’s responses in relation thereto.

	 In line with the requirements of the Listing Requirements, the Board will ensure that moving forward, all resolutions in relation to 
related party transactions tabled for shareholders’ approval shall be decided by poll voting.

STATEMENT OF DIRECTORS’ RESPONSIBILITY IN RELATION TO FINANCIAL STATEMENTS

The Board, in preparing the financial statements, has adopted appropriate accounting policies, consistently applied and supported by 
reasonable and prudent judgment and estimates. All applicable accounting standards have been followed and the financial statements 
have been prepared on a going concern basis.

The Board is responsible for ensuring that the Company maintains accounting records that disclose reasonable accuracy of the financial 
position of the Company and the Group.

The Board has overall responsibilities for taking such steps, as are reasonably available to them, to safeguard the assets of the Group and 
to prevent and detect fraud and other irregularities.

The statement by Directors pursuant to Section 169(15) of the Companies Act, 1965 in respect of the preparation of the Company’s 
financial statements for the financial year ended 31 December 2014 is presented on page 277 of this Annual Report.
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Statement on Risk Management  
and Internal Control
This Statement on Risk Management and Internal Control (“Statement”) is made pursuant to Bursa Malaysia Securities Berhad’s Main 
Market Listing Requirements (“MMLR”) that requires the Board to include in its Company Annual Report a statement about the state of 
its internal control.

This Statement has been prepared in accordance with the Statement on Risk Management and Internal Control – Guidelines for Directors 
of Listed Issuers issued by an industry-led task force in December 2012.

Board Responsibility

The Board recognises the importance of sound internal controls that cover risk management, financial, operational and compliance 
controls. The Board is fully committed to ensure that effective risk management and internal control systems are in place within Allianz 
Malaysia Berhad and its subsidiaries (the “Group”) and continuously review the adequacy and integrity of these systems. Such systems, 
designed to safeguard shareholders’ investments and the Group’s assets, however, can only mitigate rather than eliminate the risk 
of failure to achieve the business objectives of the Group. These systems, by its nature, can only provide reasonable but not absolute 
assurance against material misstatement or loss.

The Board has established an on-going process for identifying, evaluating and managing the significant risks encountered by the Group 
in achieving its business objectives. The process, which is reviewed and updated from time to time to cater for changes in business 
environment, has been in place throughout the financial year ended 31 December 2014 and has continued up to the date on which this 
Statement was approved.

Control Structure

The key processes that the Board has established for reviewing the adequacy and integrity of risk management and internal controls of 
the Group are as follows:

Risk Management Framework

The Board recognises the importance of having in place a risk management system to identify key risks and implement appropriate 
controls to manage such risks as an integral part of the Group’s operations. The Group has in place a Risk Management Framework Manual 
(“RMFM”) for all companies within the Group (“OEs”). The RMFM outlines the guiding principles of the risk management approach, 
structure, roles, responsibilities, accountabilities, reporting requirements as well as the risk identification, evaluation and monitoring 
process of the Group. It is designed to formalise the risk management functions and practices across the Group and to increase awareness 
of the Group’s employees to risk identification, measurement, control, ongoing monitoring and reporting.

The RMFM is in compliance with the relevant Bank Negara Malaysia (“BNM”) guidelines and policies.
 
The system of risk governance process is integrated into the core management processes and formed part of the daily business process so 
that a value-added contribution in terms of sustainable competitive advantage and improved business performance can be established. 
Various standards are implemented by the Group, including organisational structure, risk strategy, written policies, limits, system 
documentation and reporting, to ensure accurate and timely flow of risk-related information and a disciplined approach towards decision 
making and execution.

The Group also adopts the three line of defence model where the “first line of defence” rests with the business managers. They are 
responsible in the first instance for both the risks and returns of their decisions. The “second line of defence” is made up of the independent 
oversight functions such as Risk, Compliance and Legal.
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Statement on Risk Management  
and Internal Control

•	 A risk management function that is independent from business line management has been established to assist the Management to 
achieve its strategic goals and objectives by implementing risk management activities across the organisation. In addition, the Risk 
Management Committee (“RMC”) has been tasked to assist the Board to discharge its oversight function effectively while the Risk 
Management Working Committee will drive the risk management framework of the Group and report regularly to the RMC on its 
recommendations and/or decisions.

•	 Compliance function will be responsible for integrity management which aims to protect the Group and its employees from 
regulatory risk while the Legal function seeks to mitigate legal risks which include legislative changes, major litigation and disputes, 
regulatory proceedings and unclear contractual clauses.

Internal Audit

Internal Audit forms the “third line of defence”. The Internal Audit function of the Group, which reports to the Audit Committee, undertakes 
independent reviews or assessments of the Group’s operations and its system of internal controls and provides continuous monitoring of 
the controls and risk management procedures as well as highlights significant risks impacting the Group. The internal audit personnel are 
independent from the day-to-day activities of the Group and have unrestricted access to all activities conducted by the Group.

The audit scope covers auditable areas encompassing financial operations, product development, investments, pricing operations, back 
office functions, agency operations, regulatory compliance and information technology and systems. An annual audit plan is developed 
based on annual risk assessment and approved by the Audit Committee.

Internal audit findings are discussed at management level. Senior and functional line management are tasked to ensure that management 
action plans are carried out in accordance with internal audit recommendations. Regular follow-up audits are also performed to monitor 
continued compliance.
 
All internal audit reports are submitted to the Audit Committee. The Audit Committee will deliberate on the key audit findings and 
management actions to address these findings during the Audit Committee meetings. The internal auditors will provide regular updates 
to the Audit Committee on the progress of the management action plans as well as progress of the audit plan.

Other Key Internal Control Process

The other key processes that the Board has established to provide effective internal control include:

Clear and Defined Organisational Structure

•	 The Group has established an organisational structure with clearly defined lines of responsibility, authority limits and accountability 
aligned to its business and operation requirements and control environment. Relevant Board Committees with specific responsibilities 
delegated by the Board are established to provide oversight governance over the Group’s activities. The Board Committees have 
the authority to examine matters under their terms of reference as approved by the Board and report to the Board with their 
recommendations.

	 Various Management Committees are established by the Management to assist in managing the day-to-day operations and ensure its 
effectiveness. The Management Committees formulate tactical plans and business strategies, monitor the performance of the Group 
and ensure activities are carried out in accordance with corporate objectives, strategies, business plans and policies as approved by 
the Board.
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Management Authority Limit

•	 The Board’s approving authority is delegated to the Management through formal and defined operational authority limits that governs 
business procedures and decision making process in the Group. The operational authority limits incorporates segregation of duties and 
check and balance in delegation of authority.

	 The management authority limits covers underwriting of risks, claims settlement, reinsurance and capital expenditures and are 
continuously reviewed and updated to ensure relevance to the Group’s operations. Such authority limits are documented and made 
available to all staff via the Group’s staff e-portal.

	 In ensuring that the decision making process is transparent and to the best interest of the Group, all Directors and staff including the 
Chief Executive Officer are required to declare their interest in other entities on an annual basis. In addition, they are also required to 
disclose to the Group, any circumstance that may give rise to a conflict of interest situation during the course of carrying out their duties. 

Policies and Procedures

•	 Clear, formalised and documented internal policies and procedures are in place to ensure continued compliance with internal controls 
and relevant rules and regulations imposed by the relevant authorities.

	 These policies and procedures are subject to review and improvement to reflect changing risks and process enhancement, as and when 
required.

 
	 The Group consistently informs and reminds its employees on the various policies approved and/or adopted by the Board. Policies are 

also made available via the Group’s staff e-portal for easy access by the employees.

Annual Business Plan and Performance Review 

•	 Annual business plans and budgets are reviewed by the Senior Management Committees of the OEs before submitting to the respective 
OE Boards for approval. Financial condition and business performance reports are also submitted to the respective OE Boards for review 
during the meetings. These reports cover all key operational areas and provide a sound basis for the respective OE Boards to assess the 
financial performance of the OEs and to identify potential problems or risks faced by the OEs, thus enabling the respective OE Boards to 
effectively monitor on an ongoing basis, the affairs of the respective OEs.

Internal Capital Adequacy Assessment Process (“ICAAP”) 

•	 ICAAP is an overall process where all its insurance OEs are required to adopt to ensure that it has adequate capital to meet its capital 
requirements that reflects its own risk profile on an ongoing basis. This formal assessment will be conducted at least on an annual basis 
based on its annual business plans, business strategy and appetite. Its results will be reported to the OEs Board.

Code of Conduct for Business Ethics and Compliance (“COC”) 

•	 Every employee is required to attest on an annual basis that they understand and comply with the Allianz SE Group’s COC. The COC 
among others, is essential in promoting ethical conduct within the Group and encompasses non-disclosure of the Group’s information, 
accountability and areas on potential conflict of interest.

Anti-Money Laundering / Counter Financing of Terrorism (“AML/CFT”) 

•	 The Group has in place internal policies and procedures relating to AML/CFT to prevent and detect money laundering and terrorism 
financing activities. In Allianz Life Insurance Malaysia Berhad (“ALIM”), these include customer due diligence, screening against sanctions 
list and suspicious transaction reporting to the Compliance Department whereas in Allianz General Insurance Company (Malaysia) 
Berhad (“AGIC”), sanctions list screening procedures are in place and any suspicious transactions are reported to the Compliance 
Department. In respect of education, staff and agents of ALIM are trained on AML/CFT requirements to promote understanding of their 
fundamental responsibilities in adhering to the procedures of verifying customers’ identity and reporting of suspicious transactions. 

Statement on Risk Management  
and Internal Control
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Whistleblowing and Anti-Fraud 

•	 The oversight of whistleblowing and fraud matters of the Group is performed by the AMB Integrity Committee (“InC”). The InC 
coordinates all activities concerning prevention and detection of fraud and handling of whistleblowing incidents. 

•	 The Group has adopted the Group Anti-Fraud Policy and the Group Whistleblowing Policies and Procedures to address fraud and 
whistleblowing issues respectively. The Group Anti-Fraud Policy defines fraud events, investigation process, reporting procedures, 
fraud risk assessments, training and the roles and responsibilities of Management and employees. The Group Whistleblowing Policies 
and Procedures on the other hand, describe the Group’s Speak-Up Policy, avenues for filing a concern and handling of whistleblowing 
incidents.

•	 In respect of whistleblowing, the Group has an established whistleblowing mechanism in place to enable anonymous and non-
anonymous reporting of any breach of the COC, any laws, regulations, orders or any internal rules. These whistleblowing cases are 
assessed confidentially by the InC to determine the validity and appropriate actions to be taken.

Anti-corruption 

•	 The Group has adopted Allianz SE Group’s Anti-Corruption Policy which serves to outline the Group’s existing controls and behavioral 
guidelines on the risk areas of dealing with government officials, business courtesies, hiring of representatives, political contributions, 
joint ventures and outsourcing agreements as well as facilitation payments.

•	 The Vendor Integrity Screening process which is a part of the Allianz SE Group’s Anti-Corruption Programme is aimed at ensuring 
an integrity based due diligence before any third party vendor is engaged. The screening contains a self-assessment section which 
amongst others includes questions on anti-corruption to be answered by the potential vendor and a risk evaluation to be completed 
by the relevant staff/department in charge. Only those vendors whose screening does not reveal any negative findings will be 
engaged.

Sales Policy and Sales Agent Code of Conduct 

•	 The Group’s insurance intermediaries are guided by the Sales Policy and Sales Agent Code of Conduct in order to promote professional 
sales conduct of intermediaries representing the Group. The Group has established Ethics and Compliance Committee in both AGIC 
and ALIM to deal with intermediary behaviour that are contrary to the said Sales Policy and Sales Agent Code of Conduct.

Agent Sales Compliance Disciplinary Policy 

•	 As part of measures to improve uniformity in disciplining the agency force, AGIC and ALIM have each formalised a Sales Compliance 
Disciplinary Policy detailing definition of types of offences/misconduct and the associated recommended disciplinary actions.

Business Continuity Management 

•	 Business Continuity Plans for all OEs have been formulated to ascertain that the Group will recover and restore any interrupted critical 
functions within a predetermined time upon the occurrence of any disastrous events. 

	 The testing for Business Continuity Plan for all critical business functions and Disaster Recovery Plan test for all main application 
systems had been conducted during the financial year ended 31 December 2014 and the findings were reported to the respective OE 
Boards’ information.

Statement on Risk Management  
and Internal Control
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Human Resources Policies and Procedures 

•	 The Group has established proper policies and procedures on human resource management, including recruitment, training, 
appraisal, promotion, resignation, termination and remuneration. These policies and procedures are reviewed as and when the 
need arises and changes effected are communicated to relevant employees via-email or through memorandum. The policies and 
procedures are also made available via the Group’s staff e-portal for easy access by the employees. 

	
	 The Group aims to equip employees with the relevant knowledge, skills and competencies required for their roles and responsibilities 

through structured training and development programmes. These include a combination of classroom training, on-the-job 
attachment, professional examinations and project assignments. Employees are encouraged to embrace the culture of continuous 
learning for personal competency and career development.

	 Talent development is another key focus area of the Group. As part of ongoing efforts in promoting a culture of high performance 
and in retaining key staff, the Group has embarked on a systematic approach for identifying and developing these talents. Through 
the annual Career Development Conference, the Management team is updated on the career and development progress of these 
individuals.

	
Review of Statement on Risk Management and Internal Control 

The external auditors have reviewed this Statement on Risk Management and Internal Control pursuant to the scope set out in 
Recommended Practice Guide (“RPG”) 5 (Revised), Guidance for Auditors on Engagements to Report on the Statement on Risk 
Management and Internal Control included in the Annual Report issued by the Malaysian Institute of Accountants (“MIA”) for inclusion in 
the annual report of the Group for the year ended 31 December 2014, and reported to the Board that nothing has come to their attention 
that cause them to believe that the statement intended to be included in the annual report of the Group, in all material respects: 

(a) 	 has not been prepared in accordance with the disclosures required by paragraphs 41 and 42 of the Statement on Risk Management 
and Internal Control: Guidelines for Directors of Listed Issuers, or 

(b) 	 is factually inaccurate. 

RPG 5 (Revised) does not require the external auditors to consider whether the Directors’ Statement on Risk Management and Internal 
Control covers all risks and controls, or to form an opinion on the adequacy and effectiveness of the Group’s risk management and internal 
control system including the assessment and opinion by the Board of Directors and management thereon. The auditors are also not 
required to consider whether the processes described to deal with material internal control aspects of any significant problems disclosed 
in the annual report will, in fact, remedy the problems. 

The Management has given assurance to the Board on the adequacy and effectiveness of the Group’s risk management and internal 
control system. For the financial year ended 31 December 2014 and up to the date of this Statement, the Management has not identified 
any significant deficiencies in the design or operation of risk management and internal controls of the Group that could adversely affect 
the Group’s ability in meeting its business objectives.

Additionally, the Internal Auditors of the Group have also reviewed this Statement and reported to the Audit Committee that, save for its 
presentation to the Audit Committee of the individual lapses in internal controls during the course of its internal audit assignments for the 
year, it has not identified any circumstances which suggest any fundamental deficiencies in the system of internal control in the Group.

Conclusion 

Based on the above, the Board is of the view that the system of internal control and risk management of the Group is sound and sufficient 
to safeguard shareholders’ investments and the Group’s assets.

This Statement is made in accordance with the resolution of the Board dated 20 March 2015. 

Statement on Risk Management  
and Internal Control
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additional
compliance information
1.	UTILISATI ON OF PROCEEDS RAISED FROM CORPORATE PROPOSALS

	 During the financial year ended 31 December 2014, there were no proceeds raised from corporate proposals.

2.	 SHARE BUY-BACKS

	 During the financial year ended 31 December 2014, there were no share buy-backs by the Company.

3.	 OPTIONS OR CONVERTIBLE SECURITIES

	 During the financial year ended 31 December 2014, the Company has not issued any option or convertible securities.

	 During the financial year ended 31 December 2014, the Company increased its issued and paid-up ordinary share capital to 
RM167,488,263 by way of the issuance of 6,736,325 ordinary shares of RM1.00 each pursuant to the conversion of 6,736,325 
Irredeemable Convertible Preference Shares (“ICPS”) of RM1.00 each to ordinary shares of RM1.00 each of the Company.  
Accordingly, the ICPS issued and paid-up share capital was reduced to RM178,717,522 as at 31 December 2014.

4.	DEP OSITORY RECEIPT PROGRAMME

	 During the financial year ended 31 December 2014, the Company did not sponsor any depository receipt programme.

5.	SAN CTIONS AND/OR PENALTIES

	 Save for the tax penalty of RM180,163 imposed by the Inland Revenue Board to the Company’s subsidiary for additional tax assessment 
for the year of 2007 and 2008, there were no sanctions and/or penalties imposed on the Company and its subsidiaries, Directors or 
Management by any regulatory bodies during the financial year ended 31 December 2014.

6.	 NON-AUDIT FEES

	 The amount of non-audit fees paid to External Auditors, Messrs. KPMG by the Group for the financial year ended 31 December 2014 
amounted to RM126,000.

7.	VARIATI ON IN RESULTS

	 There was no profit forecast issued by the Group during the financial year ended 31 December 2014.

8.	PR OFIT GUARANTEE

	 During the financial year ended 31 December 2014, there was no profit guarantee given by the Company.

9.	 MATERIAL CONTRACTS

	 The Company had on 27 December 2012 entered into an advance agreement (“Advance Agreement”) with its holding company, 
Allianz SE, for a 5-year term loan facility of up to the principal amount of EURO Equivalent of RM54.3 million to be made available by 
Allianz SE to the Company (“Advance”), upon the terms and conditions as stipulated in the Advance Agreement. The term loan is 
unsecured and subject to interest of 4.3 percent per annum and repayable in 2018.

	 The Advance is being utilised by the Company for general working capital purposes and to finance the business expansion of its life 
operating subsidiary.

	 Save as disclosed above, the Company and its subsidiaries have not entered into any material contracts involving the interest of the 
Directors and major shareholders, which is either still subsisting at the end of the financial year ended 31 December 2014 or, had 
been entered into since the end of the previous financial year.
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additional compliance information

10.	ANALYSIS  OF SHAREHOLDINGS AS AT 7 APRIL 2015 

10.1	 ORDINARY SHARE OF RM1.00 EACH

Authorised Share Capital	 :	 RM600,000,000
Issued and Paid-up Share Capital	 :	 RM168,127,672
Class of Shares	 :	 Ordinary shares of RM1.00 each
Voting Rights	 :	 One vote per ordinary share

	DISTRI BUTION OF SHAREHOLDINGS 

Size of Holdings
No. of

Shareholders
% of

Shareholders
No. of

Shares Held
% of

Shares
Less than 100 64 3.19 427 0.00

100 to 1,000 1,141 56.91 376,275 0.22

1,001 to 10,000 554 27.63 2,191,894 1.30

10,001 to 100,000 178 8.88 5,967,300 3.55

100,001 to less than 5% of issued shares 67 3.34 44,229,481 26.31

5% and above of issued shares 1 0.05 115,362,295 68.62

Total 2,005 100.00 168,127,672 100.00

	SU BSTANTIAL SHAREHOLDER

Name of Substantial Shareholder Direct Interest Indirect Interest

No. of
Shares Held

% of
Shares

No. of
Shares Held

% of
Shares

Allianz SE 115,362,295 68.62 - -

	DIRE CTORS’ SHAREHOLDINGS

Name of Directors Direct Interest Indirect Interest

No. of
Shares Held

% of
Shares

No. of
Shares Held

% of
Shares

Zakri Bin Mohd Khir 100 ^ - -

Ong Eng Chow 100 ^ - -

^	 Negligible 
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10.	ANALYSIS  OF SHAREHOLDINGS AS AT 7 APRIL 2015 (Continued)

10.1	 ORDINARY SHARE OF RM1.00 EACH (Continued)

	THIRTY  LARGEST SHAREHOLDERS AS IN THE RECORD OF DEPOSITORS 

Name of Shareholders
No. of

Shares Held
% of 

Shares
1 Citigroup Nominees (Asing) Sdn Bhd

Allianz SE 115,362,295 68.62

2 Pertubuhan Keselamatan Sosial 4,388,322 2.61

3 Maybank Nominees (Tempatan) Sdn Bhd
Maybank Trustees Berhad for Public Regular Savings Fund (N14011940100) 3,252,000 1.93

4 Amanahraya Trustees Berhad 
Public Smallcap Fund 3,020,200 1.80

5 Citigroup Nominees (Tempatan) Sdn Bhd
Kumpulan Wang Persaraan (Diperbadankan) (Aberdeen) 2,831,700 1.68

6 Citigroup Nominees (Tempatan) Sdn Bhd
Employees Provident Fund Board (AFFIN-HWG) 2,547,400 1.52

7 Citigroup Nominees (Tempatan) Sdn Bhd
Employees Provident Fund Board (Aberdeen) 1,919,900 1.14

8 HSBC Nominees (Asing) Sdn Bhd
CACEIS BK FR for HMG Globetrotter 1,793,700 1.07

9 Citigroup Nominees (Tempatan) Sdn Bhd
Bank Negara Malaysia National Trust Fund (Hwang) 1,724,100 1.03

10 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Affin Hwang Select Income Fund (4850) 1,331,575 0.79

11 HSBC Nominees (Asing) Sdn Bhd
Exempt AN for BNP Paribas Securities Services (CLT Asset-AI FM) 1,053,300 0.63

12 HSBC Nominees (Asing) Sdn Bhd
HSBC-FS for Asia Discovery Emerging Companies
Master Fund Pte. Ltd. 1,000,000 0.59

13 Amsec Nominees (Tempatan) Sdn Bhd
Aberdeen Asset Management Sdn Bhd for Tenaga Nasional Berhad
Retirement Benefit Trust Fund (FM-Aberdeen) 985,900 0.59

14 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Pertubuhan Keselamatan Sosial (AFF HWG6939-403) 972,900 0.58

15 Maybank Nominees (Tempatan) Sdn Bhd
Maybank Trustees Berhad for Saham Amanah Sabah (ACC 2-940410) 953,500 0.57

16 CIMB Group Nominees (Tempatan) Sdn Bhd
CIMB Islamic Trustee Berhad for Affin Hwang Select Dividend Fund 863,500 0.51

17 Maybank Nominees (Tempatan) Sdn Bhd
Maybank Trustees Berhad for Manulife Investment - HW Flexi Fund (270519) 807,500 0.48

18 Lim Su Tong @ Lim Chee Tong 802,000 0.48

additional compliance information
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10.	ANALYSIS  OF SHAREHOLDINGS AS AT 7 APRIL 2015 (Continued)

10.1	 ORDINARY SHARE OF RM1.00 EACH (Continued)

	THIRTY  LARGEST SHAREHOLDERS AS IN THE RECORD OF DEPOSITORS (continued)

Name of Shareholders
No. of

Shares Held
% of 

Shares
19 HSBC Nominees (Tempatan) Sdn Bhd

HSBC (M) Trustee Bhd for Affin Hwang Select Opportunity Fund (3969) 735,000 0.44

20 DB (Malaysia) Nominee (Tempatan) Sendirian Berhad
Exempt an for Affin Hwang Asset Management Berhad (TSTAC/CLNT-T) 693,409 0.41

21 Amanahraya Trustees Berhad
Public Strategic Smallcap Fund 618,700 0.37

22 DB (Malaysia) Nominee (Asing) Sdn Bhd
SSBT Fund 62L2 for USAA Emerging Markets Fund 573,100 0.34

23 Amsec Nominees (Tempatan) Sdn Bhd
Lim Su Tong @ Lim Chee Tong (8335-1101) 500,000 0.30

24 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Affin Hwang Select Asia (Ex Japan) Quantum Fund 
(4579) 471,850 0.28

25 Citigroup Nominees (Tempatan) Sdn Bhd
Universal Trustee (Malaysia) Berhad for CIMB-Principal Equity Fund 436,900 0.26

26 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Affin Hwang Select Asia (Ex Japan) Opportunity Fund 
(5410) 406,900 0.24

27 Jaya Kumar A/L Ganason @ Kanajan 400,000 0.24

28 Insas Plaza Sdn Bhd 392,200 0.23

29 Citigroup Nominees (Asing) Sdn Bhd
CB Spore GW for Firth Asian Smaller Companies Fund 387,225 0.23

30 DB (Malaysia) Nominee (Asing) Sdn Bhd
State Street Australia Fund UAQV for DWS Asia Premier Trust 383,300 0.23

additional compliance information
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10.	ANALYSIS  OF SHAREHOLDINGS AS AT 7 APRIL 2015 (Continued)

10.2	IRREDEE MABLE CONVERTIBLE PREFERENCE SHARES (“ICPS”) 

Authorised Share Capital	 :	 RM400,000,000
Issued and Paid-up Share Capital	 :	 RM178,078,113
Class of Shares	 :	 Preference shares of RM1.00 each
Voting Rights	 :	 The ICPS holders shall carry no right to vote at any general meeting of the Company 
			   except for the following circumstances:-

(a)	 when the dividend or part of the dividend on the ICPS is in arrears for more than 6 months;
(b)	 on a proposal to wind-up the Company;
(c)	 during the winding-up of the Company;
(d)	 on a proposal that affect the rights attached to the ICPS;
(e)	 on a proposal to reduce the Company’s share capital; or
(f)	 on a proposal for the disposal of the whole of the Company’s property, business and 

undertaking.

	 In any such cases, the ICPS holders shall be entitled to vote together with the holders of ordinary shares and exercise 1 vote for each 
ICPS held. 

	DISTRI BUTION OF ICPS HOLDINGS 

Size of Holdings
No. of

ICPS Holders
% of

ICPS Holders
No. of

ICPS Held
% of
ICPS

Less than 100 20 2.87 456 0.00

100 to 1,000 352 50.58 88,670 0.05

1,001 to 10,000 187 26.87 728,379 0.41

10,001 to 100,000 98 14.08 2,930,396 1.64

100,001 to less than 5% of issued ICPS 38 5.46 30,127,344 16.92

5% and above of issued ICPS 1 0.14 144,202,868 80.98

Total 696 100.00 178,078,113 100.00

	DIRE CTORS’ HOLDINGS IN ICPS 

Name of Directors Direct Interest Indirect Interest

No. of
ICPS Held

% of
ICPS

No. of
ICPS Held

% of
ICPS

Zakri Bin Mohd Khir 200 ^ - -

Ong Eng Chow 100 ^ - -

^	 Negligible 

additional compliance information
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10.	ANALYSIS  OF SHAREHOLDINGS AS AT 7 APRIL 2015 (Continued)

10.2	IRREDEE MABLE CONVERTIBLE PREFERENCE SHARES (“ICPS”) (Continued)

	THIRTY  LARGEST ICPS HOLDERS AS IN THE RECORD OF DEPOSITORS 

Name of ICPS Holders
No. of

ICPS Held
% of 
ICPS

1 Citigroup Nominees (Asing) Sdn Bhd
Allianz SE 144,202,868 80.98

2 Maybank Nominees (Tempatan) Sdn Bhd
Maybank Trustees Berhad for Public Regular Savings Fund (N14011940100) 5,624,400 3.16

3 Pertubuhan Keselamatan Sosial 4,489,100 2.52

4 Citigroup Nominees (Tempatan) Sdn Bhd
Employees Provident Fund Board (AFFIN-HWG) 3,263,625 1.83

5 Citigroup Nominees (Tempatan) Sdn Bhd
Employees Provident Fund Board 3,123,875 1.75

6 Amanahraya Trustees Berhad 
Public Smallcap Fund 2,771,000 1.56

7 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Affin Hwang Select Opportunity Fund (3969) 1,405,000 0.79

8 HSBC Nominees (Asing) Sdn Bhd
CACEIS BK FR for HMG Globetrotter 887,900 0.50

9 Nahoorammah A/P Sithamparam Pillay 801,000 0.45

10 Neoh Choo Ee & Company, Sdn. Berhad 627,500 0.35

11 HSBC Nominees (Asing) Sdn Bhd
Exempt an for Bank Lombard Odier & Co Ltd 600,000 0.34

12 Sai Yee @ Sia Say Yee 574,900 0.32

13 Olive Lim Swee Lian 505,000 0.28

14 Au Yong Mun Yue 500,000 0.28

15 DB (Malaysia) Nominee (Tempatan) Sendirian Berhad
Exempt an for Affin Hwang Asset Management Berhad (TSTAC/CLNT-T) 497,918 0.28

16 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Affin Hwang Select Balanced Fund (4405) 466,509 0.26

17 HSBC Nominees (Tempatan) Sdn Bhd
HSBC (M) Trustee Bhd for Pertubuhan Keselamatan Sosial (AFF HWG6939-403) 416,125 0.23

18 Employees Provident Fund Board 334,625 0.19

19 Amsec Nominees (Tempatan) Sdn Bhd
Aberdeen Asset Management Sdn Bhd for Tenaga Nasional Berhad Retirement 
Benefit Trust Fund (FM-Aberdeen) 285,700 0.16

20 RHB Capital Nominees (Tempatan) Sdn Bhd
Pledged Securities Account for Su Ming Keat 220,000 0.12

21 Loh Chai Kiam 219,000 0.12

additional compliance information
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10.	ANALYSIS  OF SHAREHOLDINGS AS AT 7 APRIL 2015 (Continued)

10.2	IRREDEE MABLE CONVERTIBLE PREFERENCE SHARES (“ICPS”) (Continued)

	THIRTY  LARGEST ICPS HOLDERS AS IN THE RECORD OF DEPOSITORS (Continued)

Name of ICPS Holders
No. of

ICPS Held
% of 
ICPS

22 Amsec Nominees (Tempatan) Sdn Bhd
Lim Su Tong @ Lim Chee Tong (8335-1101) 200,000 0.11

23 Dynaquest Sdn. Berhad 192,000 0.11

24 CIMSEC Nominees (Tempatan) Sdn Bhd
CIMB for Noble Sound Sdn Bhd (PB) 175,000 0.10

25 Lim Tean Kau 165,000 0.09

26 CIMSEC Nominees (Tempatan) Sdn Bhd
Exempt an for CIMB Securities (Singapore) Pte Ltd (Retail Clients) 150,000 0.08

27 Maybank Nominees (Tempatan) Sdn Bhd
Affin Hwang Asset Management Berhad for Malaysian Agents Provident Fund  
 (AIA Ltd) 149,117 0.08

28 Public Nominees (Tempatan) Sdn Bhd
Pledged Securities Account for Beh Lee Fong (E-SS2) 139,000 0.08

29 DB (Malaysia) Nominee (Tempatan) Sendirian Berhad
Affin Hwang Asset Management Berhad for Malaysian Timber Council 136,750 0.08

30 DB (Malaysia) Nominee (Tempatan) Sendirian Berhad
Affin Hwang Asset Management Berhad for Malaysian Timber Council  
(Operating Fund) 130,000 0.07

additional compliance information
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11.	LIST  OF TOP TEN PROPERTIES AS AT 31 DECEMBER 2014 OWNED BY THE GROUP

No Location
Existing

Use Tenure

 Built-up
 Area 

(Sq. meters) 
Type of

Building
Age of

Building

Latest
Date of 

revaluation

 Net Book 
 Value 

 RM’000 
1 Level 10, 12, 13, 13A & 15

Block 3A, Plaza Sentral
Jalan Stesen Sentral 5
Kuala Lumpur Sentral
50470 Kuala Lumpur
Wilayah Persekutuan

Head
office

Freehold  3,745 Corporate
office

13 years 1/6/2012  37,647 

2 Wisma Allianz
No. 33, Jalan Gereja
50100 Kuala Lumpur
Wilayah Persekutuan

Branch
office

Lot PT1-
Leasehold

Expiring 
9/6/2072

Lot 263
 Freehold

 3,712 Office
 building

31 years

33 years

27/4/2011

27/4/2011

 4,266 
 

5,986 

3 Wisma Allianz Life
No. 11, 12, 13 and 14
Jalan 53,  
Desa Jaya Commercial Centre
Taman Desa, Kepong 
52100 Kuala Lumpur
Wilayah Persekutuan

Branch
office

Leasehold
Expiring

8/3/2081

 2,500 Terrace 
shop / office

29 years 21/10/2011  4,574 

4 No. 42 & 46, Jalan Tiara 2C
Bandar Baru Klang, Klang
41150 Selangor Darul Ehsan

Branch
office

Leasehold
Expiring

8/5/2093

 1,228 Terrace 
shop / office

12 years 20/10/2011  3,800 

5 Unit Nos. A-G-1, A-1-1, A-2-1, A-2-2
Block A, Greentown Square
Jalan Dato’ Seri Ahmad Said, Ipoh
30450 Perak Darul Ridzuan

Branch
office

Leasehold
Expiring

8/5/2093

 882 Commercial 
building

9 years 20/10/2011  2,604 

6 No. 1, Phase 4A,
Metro Prima Business Centre
Jalan Prima 9, Kepong
52100 Kuala Lumpur  
Wilayah Persekutuan

Branch
office

Leasehold
Expiring

2/4/2096

 1,196 Terrace 
shop / office

17 years 27/12/2011  2,168 

7 No.15, Jalan 8/1D
Section 8, Petaling Jaya
46050 Selangor Darul Ehsan

Branch
office

Leasehold
Expiring

7/8/2066

 697 Terrace 
shop / office

48 years 25/4/2011  1,796 

8 Lot 30, Block E
Sedco Complex, Jalan Albert Kwok
Locked Bag 69
Kota Kinabalu, 88000 Sabah

Branch
office

Leasehold
Expiring

3/12/2073

 557 4-storey
office

building

32 years 21/4/2011  1,684 

additional compliance information



Allianz Malaysia Berhad (12428-W)142

11.	LIST  OF TOP TEN PROPERTIES AS AT 31 DECEMBER 2014 OWNED BY THE GROUP (continued)

No Location
Existing

Use Tenure

 Built-up
 Area 

(Sq. meters) 
Type of

Building
Age of

Building

Latest
Date of 

revaluation

 Net Book 
 Value 

 RM’000 
9 No. 300 & 301

Jalan Lumpur, Alor Setar
05100 Kedah Darul Aman

Branch
office

Freehold  1,088 Terrace 
shop / office

11 years 3/5/2011  1,510 

10 No. 487, Jalan Permatang Rawa
Bandar Perda, Bukit Mertajam
14000 Penang

Branch
office

Freehold  758 4-storey
shop office

16 years 6/10/2011  1,408 

12.	RE CURRENT RELATED PARTY TRANSACTIONS

	 The recurrent related party transactions of a revenue or trading nature entered into by the Group during the financial year ended  
31 December 2014 were as follows:-

Nature of Recurrent Related Party Transactions
Name of Related

 Parties

Income/
(Expenses)

RM’000
a) Reinsurance arrangements between the Company’s insurance subsidiaries and Allianz SE 

Group where the risk and premium are shared between the parties in accordance with the 
reinsurance arrangements entered into between the parties*

**Allianz SE Group (305,648)

b) Payment of fees by the Company’s general insurance subsidiary to Allianz SE Group for 
risk management services provided by Allianz SE Group pursuant to the reinsurance 
arrangements entered into between the parties

**Allianz SE Group (383)

c) Payment of annual maintenance and support fees by the Company’s life insurance 
subsidiary to Allianz Managed Operations And Services SE (“AMOS”) for the software system 
provided by AMOS

**AMOS (246)

d) Payment of fees by the Company’s life insurance subsidiary to IDS GmbH (“IDS”) for 
conducting performance attribution analysis

**IDS (5)

e) Payment of fees by the Group to AMOS for sharing of Allianz Worldwide Intranet Network **AMOS (222)

f) Investment and redemption of funds (including fund management fees) distributed 
by Allianz Global Investors Singapore Limited (“AGI”) by the Company’s life insurance 
subsidiary

**AGI 2,815 

g) Payment of fees by the Group to Allianz Investment Management Singapore Pte Ltd (“AIM 
Singapore”) for investment advisory services provided by AIM Singapore

**AIM Singapore (1,866)

h) Payment of fees by the Group to Allianz SE for sharing of marketing measures undertaken 
by Allianz SE

**Allianz SE (2,071)

i) Payment of service fees by the Company’s general insurance subsidiary to Mondial 
Assistance (Asia) Pte Ltd (“Mondial”) for road assistance services provided by Mondial to the 
policyholders of the Company’s general insurance subsidiary

**Mondial (7,706)

j) Payment of fees by the Group to AMOS for sharing of Human Resource database platform **AMOS (59)
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12.	RE CURRENT RELATED PARTY TRANSACTIONS (continued)

Nature of Recurrent Related Party Transactions
Name of Related

 Parties

Income/
(Expenses)

RM’000
k) Payment of fees by the Company’s insurance subsidiaries to AMOS for purchasing of various 

software licenses
**AMOS (49)

l) Payment of fees by the Company’s insurance subsidiaries to RCM Asia Pacific Limited 
(“RCM”) for sharing of AGI Global Bloomberg Asset & Investment Manager database, 
IT support, maintenance and execution of equity transactions provided by RCM to the 
Company’s insurance subsidiaries

**RCM (543)

m) Operational fees received by the Company’s general insurance subsidiary for the services 
rendered by the Company’s general insurance subsidiary to Euler Hermes Singapore 
Services Pte Ltd (“EHS”)

**EHS 110 

n) Payment of Relationship Manager fees for services provided by Allianz SE Singapore Branch 
to the Company’s life insurance subsidiary in relation to the bancassurance partnership 
between the Company’s life insurance subsidiary and HSBC Bank Malaysia Berhad

**Allianz SE
Singapore Branch

600 

o) Payment of fees by the Company’s insurance subsidiaries to Allianz Investment 
Management SE (“AIM SE”) and IDS for IT Infrastructure and operational investment 
controlling and support services.

**AIM SE (280)

p) Payment of legal fees by the Company’s general insurance subsidiary to Shook Lin & Bok ***Shook Lin & Bok (108)

q) Fees received by the Company for the provision of regional audit services by the Company to 
Allianz SE Singapore Branch

**Allianz SE
 Singapore Branch

863

	 Note:-
*	 As the Group is in the insurance business, the figures do not include payment obligations arising from claims duly made pursuant to 

any insurance policies issued.
**	 Deemed to be related parties to the Company via Allianz SE’s direct interest as the major shareholder of the Company.
***	 Shook Lin & Bok, is one of the panel of non-motor solicitors to the Company’s general insurance subsidiary, of which the son of  

Y. Bhg. Dato’ Dr. Thillainathan A/L Ramasamy, an Independent Non-Executive Director of the Company, is a Partner of Shook Lin & Bok.
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2014
Calendar of Moments

Allianz Hosts Media Dinner
On 28 January 2014, Allianz Malaysia hosted a media dinner at Café 
Barbera, Kuala Lumpur. This event was specially organised to show 
appreciation for the support that the media has given Allianz Malaysia 
and to welcome the year 2014.

2014 MDRT Experience
The Million Dollar Round Table (“MDRT”) Experience was held for the 
first time in Kuala Lumpur from 13 to 15 February 2014 and Allianz 
was the Gold Sponsor for the event. The three-day event included 
motivational and inspirational presentations. 

Fun Run in Port Dickson
On 2 March 2014, Allianz Malaysia introduced its very first Fun Run 
through its Allianz Pacer Running Community at Jalan Pantai, Port 
Dickson, Negeri Sembilan. About 200 participants joined in the run 
which stretched up to 5.5 kilometres along the shores of the Port 
Dickson beach.

Global Money Week
For the second year running, Allianz Malaysia celebrated Global Money 
Week with a series of activities held from 8 to 24 March 2014 to raise 
awareness on financial education and inclusion for young people. This 
included My Finance Coach classes and educational visits to Bursa 
Malaysia and Bank Negara Malaysia’s Museum and Art Gallery. 

National Sales Seminar and Budget Meeting
The first combined nationwide National Sales Seminar and Budget 
Meeting was held at the Equatorial Hotel, Malacca from 23 to 25 
January 2014. The meeting, attended by relevant employees was 
successful as everyone not only got together to share plans, strategies 
and ideas, but also many fond memories.

mar
2 0 1 4

feb
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Allianz Charity Day
Allianz Life’s agency force held its first Allianz Charity Day nationwide 
on 15 March 2014. The event was a way to give back to the less 
fortunate community. 800 agents from 89 different agencies across 
Malaysia were part of this initiative where each agency selected a 
home or activity to celebrate with.

Community Health Awareness Day
On 21 March 2014, Allianz General held a Community Health 
Awareness Day in Negeri Sembilan; reaching out to the local 
community and providing them with easy accessibility to health 
screenings. 

Karnival Mesra 
Allianz Malaysia organised ‘Karnival Mesra’ at the Port Dickson 
Waterfront, Negeri Sembilan on 22 and 23 March 2014 for its 
customers and the general public alike. On both days, free health 
screenings were conducted as part of Allianz Malaysia’s call to promote 
a healthy lifestyle. 

Allianz Pacer Application Launch 
On 1 April 2014, the Allianz Pacer mobile running application was 
launched. The application supports the Allianz Pacer Running 
Community’s objective of encouraging a healthier lifestyle for all. With 
this application, users are able to track and record their running data 
including running distance, calories burnt and location of runs.

International Women’s Day 
In conjunction with the International Women’s Day on 8 March, Allianz 
Malaysia invited about 20 women from the media to a Spa party on 
10 March 2014. This invitation was a gesture of appreciation for the 
media’s support over the years.

apr
2 0 1 4
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Health Day 2014 
In a continuous effort to promote health and awareness, the 
Human Resource Department organised a Health Day session 
on 17 April 2014 to provide employees with free health checks. 
Screenings were offered to employees in Head Office and Klang 
Valley branches where a total of 160 employees attended.

2014 EB Awards and Recognition 
The 2014 Employee Benefits (“EB”) Awards & Recognition Night, the 
biggest event to recognise and award top EB agents, was held on 17 
April 2014 at Aloft Hotel in Kuala Lumpur. The event saw about 100 
guests participating.

Allianz Malaysia Reaches 100,000 Fans on 
Facebook
On 24 April 2014, Allianz Malaysia reached 100,000 fans on its 
Facebook page as it continues to reach out to customers and the 
general public through social media. Afifi Nazari from Selangor 
became the 100,000th fan on Allianz Malaysia’s Facebook page 
and was rewarded with surprise goodies. He also received a special 
congratulatory message on the page.

‘1 Thing That Matters’ Campaign
Allianz Malaysia launched its new campaign, ‘1Thing That Matters’ on 
14 May 2014. The concept of this campaign is to encourage individuals 
to start thinking about important things that matter most to them 
because Allianz cares to make sure that they are well protected.

Appointment of Regional Chief Underwriter
Allianz Life’s Head of Underwriting, Ho Ai Mee was appointed as 
Regional Chief Underwriter for Asia Pacific, with effect from 1 April 
2014. Ho assumed part of the responsibilities of Ivanka Williams who 
was appointed as the new Global Head of Underwriting and Claims. 
Ho also continues with her role as Allianz Life’s Head of Underwriting. 

2014 calendar of moments
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Allianz Road Safety Tips Booklet
Allianz Malaysia launched the Allianz Road Safety Tips Booklet on 22 May 
2014 at Sekolah Kebangsaan St. Agnes, Kota Kinabalu, Sabah to instil 
road safety awareness among children. This Booklet was developed 
internally in consultation with Jabatan Keselamatan Jalan Raya (“JKJR”).  
It caters for children aged 4-12 years old and contains handy tips on road 
safety. It is a fun tool for children to learn about road safety.

‘KampungKu’ Matters to the Rural Community
Allianz General launched a brand new product, ‘KampungKu’ on 19 
May 2014 at Wisma Allianz, Kuala Lumpur. ‘KampungKu’ is a first of its 
kind introduced specially for rural area dwellers. It is a Basic Material 
Damage Insurance product which provides coverage to the rural 
area homes. Just about two weeks before the launch, Allianz General 
brought the ‘kampung’ scene to life through a mural painting just 
outside Wisma Allianz. 

A Colourful Weekend
Allianz Pacer organised “A Dash of Colour” (“ADOC”) run at Putrajaya 
Wetlands on 25 May 2014. The seven-kilometre run, along flat land and 
trails featured colour stations at every kilometre, where approximately 
1,300 runners were splashed with ‘coloured’ powder as they ran past. 
Participants each received a goodies bag at the finishing line. 

2014 Agency Awards Night
The 2014 Agency Awards Nite was held on 28 May 2014 at the Genting 
International Convention Centre for top Allianz Life agents. This 
awards ceremony recognises the effort taken by agents in providing 
the best insurance solutions and service to customers.

‘Bike Warrior’ Launched 
Allianz General launched a brand new product, ‘Bike Warrior’, a first 
of its kind introduced especially for superbikes on 2 June 2014 at Hard 
Rock Café, Kuala Lumpur. ‘Bike Warrior’ is a Personal Accident and 
Roadside Assistance product for those who own superbikes that are 
250cc and above.

jun
2 0 1 4

2014 calendar of moments



Allianz Malaysia Berhad (12428-W)148

Movie with Media
On 13 June 2014, Allianz Malaysia hosted a dinner and movie night for 
media representatives at GSC Signature @ Gold Class 2, Gardens Mall, 
Kuala Lumpur. 17 media representatives from various newspapers, 
magazines and broadcasting channels attended this event.

Paper Recycling Campaign
In conjunction with World Environment Day celebrated on 5 June 
2014, Allianz Malaysia conducted an internal paper recycling initiative 
nationwide. During the campaign, the 3R concept - to Reduce, Reuse 
and Recycle, was promoted. Each employee who brought a minimum 
of 2kg of paper for recycling received a special gift.

Training the Risk Engineers
Allianz Malaysia’s Risk Engineers were the hosts for the Loss Control 
Engineering training held from 30 June to 4 July 2014 in Kuala Lumpur. 
The training brought together 17 technical personnel, mostly Risk 
Engineers as well as some Underwriters from Australia, China, India, 
Indonesia, Laos, Malaysia and Sri Lanka.

40th Annual General Meeting
The 40th Annual General Meeting was successfully held at 
Intercontinental Hotel on 25 June 2014.

jul
2 0 1 4

Allianz Golf Camp
Rastam Ariffin Ahmad Khairuddin from Allianz General’s Franchise 
Department was one of the lucky participants who attended the Allianz 
Golf Camp at the world’s oldest and renowned golf course, St Andrews 
Links, Scotland. He was there between 5 and 9 July 2014 with his 
16-year-old cousin, Umar Khusairi Bin Muhammad Kamal. The Camp 
brought young golfers from around the world for an opportunity to 
experience the golf course while undergoing professional training 
with their mentors.

2014 calendar of moments
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Social Media World Cup Viewing
Allianz Malaysia held a World Cup viewing event at the Ampang Sports 
Planet to watch the final World Cup match between Germany and 
Argentina on 14 July 2014. In addition to the live streaming of the 
match, there were other activities such as face painting, photo session 
at the Allianz Arena, photo booth, open play futsal and dribbling.

29th AG Seminars & Recognition
The AG Seminar & Recognition was conducted at Sutera Harbour 
Hotel, Kota Kinabalu, Sabah on 16 July 2014. The seminar turned out 
to be one of the most memorable as it was the last event attended by 
former CEO, Jens Reisch. 

Allianz Sports 2014
The Allianz Malaysia team brought home the bronze medal for the  
4 x 100 track and field disciplines at the Allianz Sports 2014 in Zurich, 
Switzerland held between 17 and 19 July 2014.

GST Awareness Campaign
Allianz General organised a series of GST Awareness Campaign for 
its agents and business partners. The first two sessions were held on 
18 August 2014 in Kuala Lumpur with more than 320 participants 
attending. The following sessions were held on 9 September 2014 in 
Perai, Penang and on 19 September 2014 in Kota Kinabalu, Sabah. 

Allianz Malaysia Wins CR Award
Allianz Malaysia was awarded third place in the Edge Billion Ringgit 
Club Corporate Responsibility Award in the ‘Below RM10 billion market 
capitalisation’ category in August 2014. The Edge Billion Ringgit Club 
celebrates the largest and standout performers of the Malaysian 
corporate industry and evaluates companies’ profitability, dividend 
payout and corporate social responsibility commitments.

aug
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First Primary School Road Safety Advocacy 
Campaign in East Malaysia
Allianz Malaysia held a Road Safety Advocacy Campaign at Sekolah 
Kebangsaan Green Road, Kuching on 27 August 2014 - its first ever 
campaign in East Malaysia. The campaign is part of the Company’s 
efforts to instil road safety awareness among the general public, 
including students.

Allianz Junior Football Camp
On 29 August 2014, the four young Malaysian football players who 
attended the 2014 Allianz Junior Football Camp (“AJFC”) in Munich 
and the nine boys who attended the camp in Bali were welcomed 
home. They were picked among 700 teenagers who turned up at the 
two-day selection matches in Shah Alam, Selangor.

My Finance Coach Exchange Programme
At the end of August, My Finance Coach Malaysia reached a new 
milestone as it took part in the first ever My Finance Coach Exchange 
programme. Three Finance Coaches from Malaysia went to Jakarta to 
meet and teach with Finance Coaches in Indonesia.

Zakri Mohd Khir Appointed CEO of Allianz 
Malaysia Berhad
Zakri Mohd Khir was formally appointed as CEO of Allianz Malaysia 
Berhad (“AMB”) on 3 September 2014 following the approval received 
from Bank Negara Malaysia (“BNM”). He is the first Malaysian appointed 
as the Country Manager of Allianz Malaysia and CEO of AMB.

sep
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Donation Pledge 
In conjunction with Malaysia Day, Allianz Malaysia organised a 
nationwide Blood Donation Drive and Organ Donation Pledge at nine 
locations between 16 and 25 September 2014. Through this event, a 
total of 492 individuals donated blood while 163 individuals pledged 
their organs.

2014 calendar of moments
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100th Road Safety Advocacy Campaign
In conjunction with Malaysia Day, Allianz Malaysia held its historic 
100th Road Safety Advocacy Campaign together with JKJR on 18 
September 2014 in Kuala Lumpur.

‘Allianz Pacer #Runfie’
The third Fun Run, ‘Allianz Pacer #Runfie’, was held at Taman Rekreasi 
Bukit Jalil, Kuala Lumpur on 21 September 2014. At the 5km run, 
participants passed three checkpoints which included superheroes, a 
Foam Tunnel and props to take ‘selfies’ with. 

Allianz Malaysia Gets ‘Into the Customer’s Shoes’
Employees from all over Malaysia were part of an experiential learning 
and role plays at KidZania Kuala Lumpur in conjunction with the 
second Anniversary of Allianz Academy. Themed “In the Customer’s 
Shoes”, the KidZania challenge was held from 29 September to 14 
October 2014. 1,750 employees countrywide were divided into four 
teams and competed against each other to deliver FAST, EASY and 
RELIABLE service.

Allianz Auto Assist Smartphone Application
Allianz General introduced the Allianz Auto Assist smartphone 
application on 7 October 2014. This application aims to assist 
customers who need immediate roadside assistance. It has six main 
features which include Breakdown Request and Emergency Numbers 
among others. 

oct
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Innovation Incubator Workshop
From 22 to 26 September 2014, Allianz Malaysia hosted Allianz’s first 
ever Innovation Incubator Workshop, on the topic of Accessibility for 
Persons with Disabilities (“PWD”). 26 internal and external participants 
collected information and experiences to understand the PWD point of 
view and challenges faced, before coming up with ideas of how Allianz 
Malaysia, as an insurer, could deal with the challenges observed.
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Allianz Booster Care Launched
On 16 October 2014, Allianz General launched the Allianz Booster Care 
– a medical top-up made easy with exceptional features. Aside from 
being the first to extend treatment coverage to Singapore, it offers 
high annual and lifetime limit. The Allianz Booster Care comes in five 
different plans to suit each customer’s need and guarantees renewal 
up to the age of 80. 

Allianz Amazing Hunt
Allianz Malaysia organised an ‘Allianz Amazing Hunt 2014 – The Hunt 
for 1 Thing That Matters’ for bloggers and friends on 18 October 2014 
in Kuala Lumpur. The top 10 winners received prizes comprising of 
gadgets, shopping gift cards and dining vouchers. The event was 
a good opportunity for Allianz Malaysia to further strengthen its 
relationship with bloggers.

Michael Diekmann in Kuala Lumpur 
On 12 November 2014, a forum with Allianz SE CEO, Michael Diekmann 
was held at the Kuala Lumpur Convention Centre. It was attended by 
over 800 employees, regional office colleagues as well colleagues from 
Allianz Global Assistance and Euler Hermes. At the forum, Diekmann 
shared his personal and career experience as well as insights on the 
insurance industry. The forum ended with a Q&A session.

nov
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Allianz Malaysia at the Penang Bridge 
International Marathon
Allianz Malaysia co-sponsored The Penang Bridge International 
Marathon which was held on 16 November 2014. About 800 runners 
from Allianz, including employees, agents and business partners 
took part in the various categories. There were also many interesting 
booths that Allianz Malaysia set up at the vicinity for the participants.

New Manager Development Programme 
The “New Manager Development Programme” was held for 25 newly 
promoted Managers on 19 and 20 November 2014 at Wisma Allianz. 
This programme is to equip participants with leadership skills as they 
transition into their new role.

2014 calendar of moments
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Best Reporting within an Annual Report
Allianz Malaysia was awarded the ‘Best Reporting within an Annual 
Report’ by ACCA Malaysia’s Sustainability Reporting Awards (“MaSRA”) 
2014. The awards, in their 11th cycle in 2014, were created to reward 
companies for excellence in environmental, social and sustainability 
reporting and to provide a platform to recognise and celebrate 
organisations which report on their sustainability performance 
and impacts. At the core of the judging criteria are completeness, 
credibility and communication.

dec
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Tall Tales and Karaoke
Allianz Toastmasters Club and Speakers’ Dream Toastmasters jointly 
organised a Tall Tales Contest and Karaoke Singing Competition at 
Wisma Allianz on 29 November 2014, with 60 members from various 
clubs attending. Participants put up excellent speeches and during the 
second half, six karaoke singing competitors showcased their talent.

Allianz Malaysia Berhad Appoints a New Director
AMB has formally appointed Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku 
Muhriz, as an Independent Non-Executive Director on 28 November 
2014 following the approval granted by BNM. 

A Friendly Golf Tournament
The yearly golf tournament was organised for about 40 golfers 
comprising representatives from the media and senior management 
on 20 November 2014. The tournament is aimed at creating stronger 
ties amongst Allianz Malaysia’s senior management team and media 
representatives.

2014 calendar of moments
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Rangam Bir was formally appointed as CEO of Allianz Life on  
5 December 2014 following the approval received from BNM.
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Defensive Riding and Bikers Emergency 
Workshop
On 29 December 2014, a Defensive Riding and Bikers Emergency 
Workshop was organised for all Allianz Malaysia dispatch riders. 21 
riders attended the workshop facilitated by Captain Bala from the Road 
Safety Marshal Club.

2014 calendar of moments

Crime Prevention and Survival Skills Programme
On 16 December 2014, Allianz Malaysia held a Crime Prevention and 
Survival Skills programme at the Pullman Hotels & Resorts in Kuching, 
Sarawak. Throughout 2014, Allianz Malaysia organised 11 Crime 
Prevention and Survival Skills Programmes nationwide, reaching 
nearly 1,000 employees, agents, business partners and customers.

Oliver Bäte Visits Malaysia 
On 8 December 2014, Oliver Bäte, Member of the Board of 
Management of Allianz SE, came for a short visit at the Head Office in 
Kuala Lumpur. 
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The Directors have pleasure in submitting their report and the audited financial statements of the Group and of the Company for the financial 
year ended 31 December 2014.

Principal activities

The Company is principally engaged in investment holding activities, whilst the principal activities of the subsidiaries are as stated in Note 7 to the 
financial statements. There has been no significant change in the nature of these activities during the financial year.

Results

Group
RM’000

Company
RM’000

Profit for the year attributable to owners of the Company 295,902 20,095

Dividends

Since the end of the previous financial year, the Company paid:

i)	 a first and final preference share dividend of 3.00 sen per Irredeemable Convertible Preference Share (“ICPS”) under single tier system 
totaling RM5,383,000 in respect of the financial year ended 31 December 2013 on 6 August 2014; 

ii)	 a first and final ordinary share dividend of 2.50 sen per ordinary share under single tier system totaling RM4,169,000 in respect of the 
financial year ended 31 December 2013 on 6 August 2014;

iii)	 an interim preference share dividend of 6.00 sen per ICPS under single tier system totaling RM10,723,000 in respect of the financial year 
ended 31 December 2014 on 30 January 2015; and

iv)	 an interim ordinary share dividend of 5.00 sen per ordinary share under single tier system totaling RM8,375,000 in respect of the financial 
year ended 31 December 2014 on 30 January 2015.

The Directors do not recommend any final preference and ordinary dividend in respect of the financial year ended 31 December 2014.

Reserves and provisions

There were no material transfers to or from reserves and provisions during the financial year under review except as disclosed in the financial 
statements.

DIRECTORS’ REPORT
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Directors of the Company

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

Tan Sri Razali Bin Ismail (Chairman)
Foo San Kan 
Dato’ Dr. Thillainathan A/L Ramasamy 
Tan Sri Datuk (Dr.) Rafiah Binti Salim 
Zakri Bin Mohd Khir
Ong Eng Chow
Jens Reisch (resigned with effect from 10 July 2014)
Alexander Cornelius Ioannis Ankel (appointed on 17 March 2014 and resigned with effect from 14 July 2014)
Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz (appointed with effect from 28 November 2014)

Directors’ interests in shares

The interests and deemed interests in the shares of the Company and of its related corporations (other than wholly-owned subsidiaries) of those 
who were Directors at financial year end (including the interests of the spouses or children of the Directors who themselves are not Directors of 
the Company) as recorded in the Register of Directors’ Shareholdings are as follows:

Number of ordinary shares of RM1.00 each

Interests in the Company: At 1.1.2014 Bought Sold At 31.12.2014

Zakri Bin Mohd Khir 100 - - 100

Ong Eng Chow 100 - - 100

Number of ICPS of RM1.00 each

Interests in the Company: At 1.1.2014 Bought Sold At 31.12.2014

Zakri Bin Mohd Khir 200 - - 200

Ong Eng Chow 100 - - 100

Save as disclosed above, none of the other Directors holding office at 31 December 2014 had any interest in the ordinary shares and/or ICPS of 
the Company and of its related corporations during the financial year.

DIRECTORS’ REPORT
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Directors’ benefits

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

There were no arrangements during and at the end of the financial year which had the object of enabling Directors of the Company to acquire 
benefits by means of the acquisition of shares in or debentures of the Company or any other body corporate.

Issue of shares

During the financial year, the Company increased its issued and fully paid-up share capital to RM167,488,263 by way of the issuance of 6,736,325 
ordinary shares of RM1 each pursuant to the conversion of 6,736,325 ICPS of RM1 each to ordinary shares of RM1 each of the Company. 
Accordingly, the amount of ICPS in the share capital of the Company was reduced to RM178,717,522 as at 31 December 2014.

All the new ordinary shares issued rank pari passu in all respects with the existing ordinary shares of the Company except that the new shares 
shall not be entitled to any dividends, rights, allotments and/or other distributions where the entitlement date is prior to the allotment date of the 
new ordinary shares. 

Save as disclosed above, there were no changes in the authorised, issued and paid-up share capital of the Company during the financial year.

Options granted over unissued shares

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

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

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

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

(iii)	 there was adequate provision for insurance contract liabilities in the Group in accordance with the valuation methods specified in Part D 
of the Risk-Based Capital (“RBC”) Framework issued by Bank Negara Malaysia (“BNM”).

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

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

(ii)	 that would render the value attributed to the current assets in the financial statements of the Group and of the Company misleading, or

(iii)	 which have arisen which render adherence to the existing method of valuation of assets or liabilities of the Group and of the Company 
misleading or inappropriate, or

DIRECTORS’ REPORT
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Other statutory information (continued)

(iv)	 not otherwise dealt with in this report or the financial statements that would render any amount stated in the financial statements of the 
Group and of the Company misleading.

At the date of this report, there does not exist:-

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

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

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

For the purpose of this paragraph, contingent liabilities and other liabilities do not include liabilities arising from contracts of insurance underwritten 
in the ordinary course of business of the Group.

In the opinion of the Directors, the financial performance of the Group and of the Company for the financial year ended 31 December 2014 have 
not been substantially affected by any item, transaction or event of a material and unusual nature nor has any such item, transaction or event 
occurred in the interval between the end of the financial year and the date of this report.

Auditors

The auditors, Messrs KPMG, have indicated their willingness to accept re-appointment.

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

.................................................................................
Tan Sri Razali Bin Ismail

.................................................................................	
Zakri Bin Mohd Khir

Kuala Lumpur,

Date: 27 February 2015 

DIRECTORS’ REPORT
FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2014



Allianz Malaysia Berhad (12428-W)160

Group Company

Note
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Assets

Property, plant and equipment 3 114,379 116,486 276 425

Intangible assets 4 311,935 325,328 - -

Investment properties 6 3,300 5,600 - -

Investments in subsidiaries 7 - - 1,128,699 1,084,521

Subordinated loan 15 - - 54,300 54,300

Deferred tax assets 16 21,322 18,082 - -

Reinsurance assets 11 1,318,213 1,266,704 - -

Investments 8 9,208,241 7,997,409 11,279 19,916

Derivative financial assets 18 7,669 - - -

Current tax assets 728 3,363 73 558

Insurance receivables 9 197,613 163,041 - -

Other receivables, deposits and prepayments 10 239,317 175,369 26,779 5,250

Deferred acquisition costs 5 77,426 68,881 - -

Cash and cash equivalents 666,583 618,499 12,278 14,069

Total assets 12,166,726 10,758,762 1,233,684 1,179,039

Equity

Share capital 19 167,488 160,752 167,488 160,752

Irredeemable Convertible Preference Shares 19 178,718 185,454 178,718 185,454

Reserves 20 1,943,573 1,677,976 633,692 642,247

Total equity attributable to owners of the 
Company 2,289,779 2,024,182 979,898 988,453

Liabilities

Insurance contract liabilities 17 8,821,892 7,770,113 - -

Deferred tax liabilities 16 142,777 127,179 32 25

Derivative financial liabilities 18 161 20,950 - -

Other financial liabilities 5,739 3,612 - -

Insurance payables 13 353,177 337,233 - -

Other payables and accruals 14 374,315 351,782 253,754 190,561

Benefits and claims liabilities 12 167,702 117,858 - -

Current tax liabilities 11,184 5,853 - -

Total liabilities 9,876,947 8,734,580 253,786 190,586

Total equity and liabilities 12,166,726 10,758,762 1,233,684 1,179,039

STATEMENTS OF FINANCIAL POSITION
AS AT 31 DECEMBER 2014

The accompanying notes form an integral part of these financial statements.
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Group Company

Note
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Operating revenue 21 4,376,184 3,649,389 23,196 44,656

Gross earned premiums 22(a) 4,000,791 3,330,255 - -

Premiums ceded to reinsurers 22(b) (746,458) (475,842) - -

Net earned premiums 3,254,333 2,854,413 - -

Investment income 23 375,393 319,134 23,196 44,656

Realised gains and losses 24 23,313 64,004 184 -

Fair value gains and losses 25 (15,872) (72,857) - -

Fee and commission income 26(a) 98,785 94,184 - -

Other operating income 22,204 11,134 1,893 833

Other income 503,823 415,599 25,273 45,489

Gross benefits and claims paid 27(a) (1,600,463) (1,273,418) - -

Claims ceded to reinsurers 27(b) 263,626 253,876 - -

Gross change in contract liabilities 27(c) (1,113,527) (924,206) - -

Change in contract liabilities ceded to reinsurers 27(d) 160,390 (27,905) - -

Net benefits and claims (2,289,974) (1,971,653) - -

Fee and commission expense 26(b) (574,894) (535,418) - -

Management expenses 28 (436,026) (400,024) (2,597) (2,563)

Other operating expenses (33,732) (23,686) (2,521) (3,286)

Other expenses (1,044,652) (959,128) (5,118) (5,849)

Profit before tax 423,530 339,231 20,155 39,640

Tax expense 29 (127,628) (101,310) (60) (474)

Profit for the year 295,902 237,921 20,095 39,166

STATEMENTS OF PROFIT OR LOSS
FOR THE YEAR ENDED 31 DECEMBER 2014

The accompanying notes form an integral part of these financial statements.



Allianz Malaysia Berhad (12428-W)162

STATEMENTS OF PROFIT OR LOSS AND OTHER 
COMPREHENSIVE income
FOR THE YEAR ENDED 31 DECEMBER 2014

Group Company

Note
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Profit for the year 295,902 237,921 20,095 39,166

Other comprehensive loss, net of tax

Items that are or may be reclassified 
subsequently to profit or loss

Fair value of available-for-sale financial assets 8 (2,209) (42,937) - -

Tax effects thereon 29.2 554 10,752 - -

(1,655) (32,185) - -

Total other comprehensive loss for the year, 
net of tax (1,655) (32,185) - -

Total comprehensive income for the year, 
	 net of tax 294,247 205,736 20,095 39,166

Profit attributable to: 

Owners of the Company 295,902 237,921 20,095 39,166

Total comprehensive income attributable to:

Owners of the Company 294,247 205,736 20,095 39,166

Basic earnings per ordinary share (sen) 30(a) 178.49 149.24 - -

Diluted earnings per ordinary share (sen) 30(b) 71.58 58.94 - -

The accompanying notes form an integral part of these financial statements.
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consolidated statement of changes in equity
FOR THE YEAR ENDED 31 DECEMBER 2014

Attributable to owners of the Company

Non-distributable Distributable

Group Note

Share
 capital

RM’000

Preference
 shares

RM’000

Share
 premium

RM’000

Revaluation
reserve

RM’000

Fair value
 reserve

RM’000

Life non-
participating

 fund
 surplus*
RM’000

Retained
 earnings
RM’000

Total 
equity

RM’000

At 1 January 2013 158,636 187,570 424,823 25,122 19,347 279,420 745,868 1,840,786

Revaluation of property, plant and 
equipment - - - - - - - -

Fair value of available-for-sale 
financial assets - - - - (32,185) - - (32,185)

Total other comprehensive loss 
 for the year - - - - (32,185) - - (32,185)

Profit for the year - - - - - 42,740 195,181 237,921

Total comprehensive income for 
the year - - - - (32,185) 42,740 195,181 205,736

Contributions by and distributions 
to owners of the Company

Conversion of Irredeemable 
Convertible Preference Shares 
to ordinary shares 2,116 (2,116) - - - - - -

Dividends to owners of the 
Company 31 - - - - - - (22,340) (22,340)

Total transactions with owners  
of the Company 2,116 (2,116) - - - - (22,340) (22,340)

At 31 December 2013 160,752 185,454 424,823 25,122 (12,838) 322,160 918,709 2,024,182

Note 19 Note 19 Note 20.1 Note 20.2 Note 20.3 Note 20 Note 20

The accompanying notes form an integral part of these financial statements.
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consolidated statement of changes in equity
FOR THE YEAR ENDED 31 DECEMBER 2014

Attributable to owners of the Company

Non-distributable Distributable

Group Note

Share
 capital

RM’000

Preference
 shares

RM’000

Share
 premium

RM’000

Revaluation
reserve

RM’000

Fair value
 reserve

RM’000

Life non-
participating

 fund
 surplus*
RM’000

Retained
 earnings
RM’000

Total 
equity

RM’000

At 1 January 2014 160,752 185,454 424,823 25,122 (12,838) 322,160 918,709 2,024,182

Realisation of revaluation gain due 
to disposal of property, plant and 
equipment - - - (11) - - 11 -

Fair value of available-for-sale 
financial assets - - - - (1,655) - - (1,655)

Total other comprehensive loss for 
the year - - - (11) (1,655) - 11 (1,655)

Profit for the year - - - - - 56,394 239,508 295,902

Total comprehensive income for 
the year - - - (11) (1,655) 56,394 239,519 294,247

Contributions by and distributions 
to owners of the Company

Conversion of Irredeemable 
Convertible Preference Shares 
to ordinary shares 6,736 (6,736) - - - - - -

Dividends to owners of the 
Company 31 - - - - - - (28,650) (28,650)

Total transactions with owners  
of the Company 6,736 (6,736) - - - - (28,650) (28,650)

At 31 December 2014 167,488 178,718 424,823 25,111 (14,493) 378,554 1,129,578 2,289,779

Note 19 Note 19 Note 20.1 Note 20.2 Note 20.3 Note 20 Note 20

* 	 The Life non-participating fund surplus amount is net of deferred tax. This amount is only distributable when the surplus is transferred 
from the life fund to the shareholders’ fund.

The accompanying notes form an integral part of these financial statements.
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statement of changes in equity
FOR THE YEAR ENDED 31 DECEMBER 2014

Attributable to owners of the Company

Non-distributable Distributable

Company Note

Share
 capital

RM’000

Preference
 shares

RM’000

Share
 premium

RM’000

Retained
 earnings
RM’000

Total 
equity

RM’000

At 1 January 2013 158,636 187,570 424,823 200,598 971,627

Profit for the year - - - 39,166 39,166

Total comprehensive income for the year - - - 39,166 39,166

Contributions by and distributions to owners of the Company

Conversion of Irredeemable Convertible Preference Shares  
to ordinary shares 2,116 (2,116) - - -

	 Dividends to owners of the Company 31 - - - (22,340) (22,340)

Total transactions with owners of the Company 2,116 (2,116) - (22,340) (22,340)

At 31 December 2013 / 1 January 2014 160,752 185,454 424,823 217,424 988,453

Profit for the year - - - 20,095 20,095

Total comprehensive income for the year - - - 20,095 20,095

Contributions by and distributions to owners of the Company

Conversion of Irredeemable Convertible Preference Shares  
to ordinary shares 6,736 (6,736) - - -

	 Dividends to owners of the Company 31 - - - (28,650) (28,650)

Total transactions with owners of the Company 6,736 (6,736) - (28,650) (28,650)

At 31 December 2014 167,488 178,718 424,823 208,869 979,898

Note 19 Note 19 Note 20.1 Note 20

The accompanying notes form an integral part of these financial statements.
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Statements of cash flows
FOR THE YEAR ENDED 31 DECEMBER 2014

 Group  Company

2014
RM’000

2013
RM’000

2014
RM’000

2013
RM’000

Cash flows from operating activities

Profit before tax 423,530 339,231 20,155 39,640

Investment income (375,393) (319,134) (23,196) (44,656)

Realised gains recorded in profit or loss (23,236) (64,004) - -

Fair value (gains)/losses on financial investments recorded in 
profit or loss (6,248) 68,998 - -

Purchase of held-to-maturity (“HTM”) financial investments (355,944) (209,920) - -

Maturity of HTM financial investments 15,000  10,000 - -

Purchase of available-for-sale (“AFS”) financial investments (980,001)  (1,200,355) - -

Maturity of AFS financial investments 337,000  296,500 - -

Proceeds from sale of AFS financial investments 293,683  515,443 - -

Purchase of designated upon initial recognition (“DUIR”) 
financial investments (280,982)  (493,375) - -

Maturity of DUIR financial investments 88,951  92,028 - -

Proceeds from sale of DUIR financial investments 44,549  164,097 - -

Purchase of held for trading (“HFT”) financial investments (727,635)  (569,961) - -

Maturity of HFT financial investments 53,960  9,500 - -

Proceeds from sale of HFT financial investments 250,576  240,483 - -

Purchase of derivative financial investments (1,675) (2,819) - -

Change in loans and receivables (3,873) (13,231) 8,637 (9,416)

Non-cash items:

Change in fair value of investment properties - (638) - -

Change in fair value of AFS financial assets 29,020 (34,709) - -

Unrealised foreign exchange losses 566 2,552 - -

Depreciation of property, plant and equipment 15,723 13,389 241 231

Amortisation of intangible assets 14,902 15,166 - -

Gain on disposal of property, plant and equipment (144) - (184) -

Loss on disposal of investment properties 67 - - -

Impairment loss on AFS financial investments 22,120 4,497 - -

Interest expense 7,463  4,310 2,335 2,297

Property, plant and equipment written off 3,637 16 2 1

Insurance and other receivables:

	 -	 Bad debts written off 937  1,055 - -

	 -	 Allowance/(Reversal) for impairment loss 5,459  (1,311) - -

	 -	 Bad debts recovered (204) (194) - -
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Statements of cash flows
FOR THE YEAR ENDED 31 DECEMBER 2014

 Group  Company

2014
RM’000

2013
RM’000

2014
RM’000

2013
RM’000

Changes in working capital:
Change in reinsurance assets (51,509)  (96,233) - -
Change in insurance receivables (38,307)  (18,159) - -
Change in other receivables, deposits and prepayments (65,440)  (1,427) 677 743
Change in deferred acquisition costs (8,545)  (9,566) - -
Change in insurance contract liabilities 1,051,779  1,207,118 - -
Change in other financial liabilities 2,127  (241) - -
Change in insurance payables 15,944  8,300 - -
Change in other payables and accruals (1,691)  (2,277) 44,078 30
Change in benefits and claims liabilities 49,844  33,045 - -
Cash (used in)/generated from operations (193,990) (11,826) 52,745 (11,130)
Tax (paid)/refunded  (104,164)  (98,043) 432 (368)
Dividends received 27,005  26,847 - 41,527
Coupon interest received 347,506  293,563 990 789
Net cash from operating activities 76,357 210,541 54,167 30,818

Investing activities
Investment in subsidiary - - (44,178) -
Proceeds from disposal of property, plant and equipment 343 3 193 -
Proceeds from disposal of investment property 2,233 - - -
Acquisition of property, plant and equipment (17,452) (19,460) (103) (85)
Acquisition of intangible assets (1,509) (51,164) - -
Net cash used in investing activities (16,385) (70,621) (44,088) (85)

Financing activities
Dividends paid to owners of the Company (9,552) (22,340) (9,552) (22,340)
Repayment of finance lease liabilities (18) (43) - -
Interest paid (2,318) (1,155) (2,318) (1,155)
Proceeds from loan from holding company - 54,300 - 54,300
Subordinated loan to a subsidiary - - - (54,300)
Net cash (used in)/generated from financing activities (11,888) 30,762 (11,870) (23,495)

Net increase/(decrease) in cash and cash equivalents 48,084 170,682 (1,791) 7,238
Cash and cash equivalents at 1 January 618,499 447,817 14,069 6,831
Cash and cash equivalents at 31 December 666,583 618,499 12,278 14,069

Cash and cash equivalents comprise:
Fixed and call deposits with licensed financial institutions 

(with maturity of less than three months) 630,551 585,999 11,815 13,928
Cash and bank balances 36,032 32,500 463 141

666,583 618,499 12,278 14,069

Included in the fixed and call deposits are RM63,324,000 (2013: RM66,385,000) held as cash collateral for guarantees issued on behalf of the 
policyholders (Note 13).

The accompanying notes form an integral part of these financial statements.
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Notes to the financial statements 

Principal activities and general information

Allianz Malaysia Berhad is a public limited liability company, incorporated and domiciled in Malaysia and is listed on the Main Market of Bursa 
Malaysia Securities Berhad. The address of the principal place of business and registered office of the Company is as follows:

Suite 3A-15, Level 15, Block 3A
Plaza Sentral, Jalan Stesen Sentral 5 
Kuala Lumpur Sentral
50470 Kuala Lumpur

The consolidated financial statements of the Company as at and for the financial year ended 31 December 2014 comprise the Company and its 
subsidiaries (together referred to as the “Group” and individually referred to as “Group entities”). The financial statements of the Company as at 
and for the financial year ended 31 December 2014 do not include other entities.

The Company is principally engaged in investment holding activities whilst the principal activities of the subsidiaries are as stated in Note 7.

The holding and ultimate holding company is Allianz SE, a public company incorporated and domiciled in Germany.

The financial statements were authorised for issue by the Board of Directors on 27 February 2015.

1.	Basis  of preparation

1.1	 Statement of compliance 

	 The financial statements of the Group and of the Company have been prepared in accordance with Malaysian Financial Reporting 
Standards (“MFRSs”), International Financial Reporting Standards, the requirements of the Companies Act, 1965 in Malaysia, 
Financial Services Act, 2013 (“FSA”) and Guidelines/Circulars issued by Bank Negara Malaysia (“BNM”).

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

	 MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 July 2014

•	 Amendments to MFRS 1, First-time Adoption of Malaysian Financial Reporting Standards (Annual Improvements 2011- 
	 2013 Cycle)

•	 Amendments to MFRS 2, Share-based Payment (Annual Improvements 2010-2012 Cycle)
•	 Amendments to MFRS 3, Business Combinations (Annual Improvements 2010-2012 Cycle and 2011-2013 Cycle)
•	 Amendments to MFRS 8, Operating Segments (Annual Improvements 2010-2012 Cycle)
•	 Amendments to MFRS 13, Fair Value Measurement (Annual Improvements 2010-2012 Cycle and 2011-2013 Cycle)
•	 Amendments to MFRS 116, Property, Plant and Equipment (Annual Improvements 2010-2012 Cycle)
•	 Amendments to MFRS 119, Employee Benefits – Defined Benefit Plans: Employee Contributions
•	 Amendments to MFRS 124, Related Party Disclosures (Annual Improvements 2010-2012 Cycle)
•	 Amendments to MFRS 138, Intangible Assets (Annual Improvements 2010-2012 Cycle)
•	 Amendments to MFRS 140, Investment Property (Annual Improvements 2011-2013 Cycle)
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Notes to the financial statements 

1.	Basis  of preparation (continued)

1.1	 Statement of compliance (continued)

	 MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2016

•	 Amendments to MFRS 5, Non-current Assets Held for Sale and Discontinued Operations (Annual Improvements 2012-2014 
	 Cycle)

•	 Amendments to MFRS 7, Financial Instruments: Disclosures (Annual Improvements 2012-2014 Cycle)
•	 Amendments to MFRS 10, Consolidated Financial Statements and MFRS 128, Investments in Associates and Joint Ventures  

	 – Sale or Contribution of Assets between an Investor and its Associate or Joint Venture
•	 Amendments to MFRS 10, Consolidated Financial Statements, MFRS 12, Disclosure of Interest in other Entities and MFRS 128,  

	 Investments in Associates and Joint Ventures – Investment Entities: Applying the Consolidation Exception
•	 Amendments to MFRS 11, Joint Arrangements – Accounting for Acquisitions of Interests in Joint Operations
•	 MFRS 14, Regulatory Deferral Accounts
•	 Amendments to MFRS 101, Presentation of Financial Statements – Disclosure Initiatives
•	 Amendments to MFRS 116, Property, Plant and Equipment and MFRS 138, Intangible Assets – Clarification of Acceptable  

	 Methods of Depreciation and Amortisation
•	 Amendments to MFRS 116, Property, Plant and Equipment and MFRS 141, Agriculture – Agriculture: Bearer Plants
•	 Amendments to MFRS 119, Employee Benefits (Annual Improvements 2012-2014 Cycle)
•	 Amendments to MFRS 127, Separate Financial Statements – Equity Method in Separate Financial Statements
•	 Amendments to MFRS 134, Interim Financial Reporting (Annual Improvements 2012-2014 Cycle)

	 MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2017

•	 MFRS 15, Revenue from Contracts with Customers

	 MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2018

•	 MFRS 9, Financial Instruments (2014)

	 The Group and the Company plan to apply the abovementioned accounting standards, amendments and interpretations:

•	 from the annual period beginning on 1 January 2015 for those accounting standards, amendments or interpretations 
that are effective for annual periods beginning on or after 1 July 2014, except for amendments to MFRS 1, amendments 
to MFRS 2 and amendments to MFRS 119 which are not applicable to the Group and the Company.

•	 from the annual period beginning on 1 January 2016 for those accounting standards, amendments or interpretations 
that are effective for annual periods beginning on or after 1 January 2016, except for MFRS 14, amendments to MFRS 116 
and MFRS 141 and amendments to MFRS 119 which are not applicable to the Group and the Company.

•	 from the annual period beginning on 1 January 2017 for those accounting standards, amendments or interpretations 
that are effective for annual periods beginning on or after 1 January 2017.

•	 from the annual period beginning on 1 January 2018 for those accounting standards, amendments or interpretations 
that are effective for annual periods beginning on or after 1 January 2018.
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1.	Basis  of preparation (continued)

1.1	 Statement of compliance (continued)

	 The initial application of the abovementioned accounting standards, amendments or interpretations are not expected to have 
any material financial impacts to the current period and prior period financial statements of the Group and the Company except 
as mentioned below:

	M FRS 15, Revenue from Contracts with Customers

	 MFRS 15 replaces the guidance in MFRS 111, Construction Contracts, MFRS 118, Revenue, IC Interpretation 13, Customer Loyalty 
Programmes, IC Interpretation 15, Agreements for Construction of Real Estate, IC Interpretation 18, Transfer of Assets from  
Customers and IC Interpretation 131, Revenue – Barter Transactions Involving Advertising Services. Upon adoption of MFRS 15, 
it is expected that the timing of revenue recognition for non-insurance contracts might be different as compared with current 
practices.

	 The adoption of MFRS 15 will result in a change in accounting policy. The Group and the Company are currently assessing the 
financial impact of adopting MFRS 15.

	M FRS 9, Financial Instruments

	 MFRS 9 replaces the guidance in MFRS 139, Financial Instruments: Recognition and Measurement on the classification and 
measurement of financial assets and financial liabilities, and on hedge accounting. 

	 The Group and the Company are currently assessing the financial impact that may arise from the adoption of MFRS 9.

1.2	B asis of measurement 

	 The financial statements have been prepared on the historical cost basis other than as disclosed in Note 2.

1.3	 Functional and presentation currency

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

1.4	U se of estimates and judgements

	 The preparation of the financial statements in conformity with MFRSs requires management to make judgements, estimates 
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and 
expenses. Actual results may differ from these estimates.

	 Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in 
the period in which the estimates are revised and in any future periods affected.
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1.	Basis  of preparation (continued)

1.4	U se of estimates and judgements (continued)

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

Note 2.3 -	 revaluation of owner occupied properties

Note 2.6 -	 fair value measurement of financial instruments

Note 2.7 -	 determination of the recoverable amounts of cash-generating units and other intangible assets

Note 2.8 -	 valuation of investment properties

Note 2.25.1 -	 valuation of general insurance claims liabilities

Note 2.25.2 -	 valuation of life insurance contract liabilities

2.	 Significant accounting policies 

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

2.1 	B asis of consolidation

2.1.1 	 Subsidiaries

	 Subsidiaries are entities, including structured entities, controlled by the Company. The financial statements of subsidiaries 
are included in the consolidated financial statements from the date that control commences until the date that control 
ceases.

	 The Group controls an entity when it is exposed, or has rights, to variable returns from its involvement with the entity 
and has the ability to affect those returns through its power over the entity. Potential voting rights are considered when 
assessing control only when such rights are substantive. The Group also considers it has de facto power over an investee 
when, despite not having the majority of voting rights, it has the current ability to direct the activities of the investee that 
significantly affect the investee’s return.

	 Investments in subsidiaries are measured in the Company’s statement of financial position at cost less any impairment 
losses, unless the investment is classified as held for sale or distribution. The cost of investments includes transaction 
costs.

2.1.2 	B usiness combinations

	 Business combinations are accounted for using the acquisition method from the acquisition date, which is the date on 
which control is transferred to the Group.

	 For new acquisitions, the Group measures the cost of goodwill at the acquisition date as:

•	 the fair value of the consideration transferred; plus
•	 the recognised amount of any non-controlling interests in the acquiree; plus
•	 if the business combination is achieved in stages, the fair value of the existing equity interest in the acquiree; less
•	 the net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed.

When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.
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2.	 Significant accounting policies (continued)

2.1 	B asis of consolidation (continued)

2.1.2 	B usiness combinations (continued)

	 For each business combination, the Group elects whether it measures the non-controlling interests in the acquiree either 
at fair value or at the proportionate share of the acquiree’s identifiable net assets at the acquisition date.

	 Transaction costs, other than those associated with the issue of debt or equity securities, that the Group incurs in 
connection with a business combination are expensed as incurred.

2.1.3 	 Acquisition of non-controlling interests

	 The Group accounts for all changes in its ownership interest in a subsidiary that do not result in a loss of control as equity 
transactions between the Group and its non-controlling interest holders. Any difference between the Group’s share of 
net assets before and after the change, and any consideration received or paid, is adjusted to or against Group reserves.

2.1.4 	 Loss of control

	 Upon the loss of control of a subsidiary, the Group derecognises the assets and liabilities of the former subsidiary, any 
non-controlling interests and the other components of equity related to the former subsidiary from the consolidated 
statement of financial position. Any surplus or deficit arising on the loss of control is recognised in profit or loss. If the 
Group retains any interest in the former subsidiary, then such interest is measured at fair value at the date that control is 
lost. Subsequently it is accounted for as equity accounted investee or as an available-for-sale financial asset depending 
on the level of influence retained.

2.1.5	 Non-controlling interests

	 Non-controlling interests at the end of the reporting period, being the equity in a subsidiary not attributable directly or 
indirectly to the equity holders of the Company, are presented in the consolidated statement of financial position and 
statement of changes in equity within equity, separately from equity attributable to the owners of the Company. Non-
controlling interests in the results of the Group is presented in the consolidated statement of profit or loss and other 
comprehensive income as an allocation of the profit or loss and the comprehensive income for the year between non-
controlling interests and the owners of the Company.

	 Losses applicable to the non-controlling interests in a subsidiary are allocated to the non-controlling interests even if 
doing so causes the non-controlling interests to have a deficit balance.

	 Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, 
are eliminated in preparing the consolidated financial statements.

2.2	 Foreign currency transactions

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

	 Monetary assets and liabilities denominated in foreign currencies at the end of the reporting period are retranslated to the 
functional currency at the exchange rate at that date.
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2.	 Significant accounting policies (continued)

2.2	 Foreign currency transactions (continued)

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

	 Foreign currency differences arising on retranslation are recognised in profit or loss, except for differences arising on the 
retranslation of available-for-sale equity instruments or a financial instrument designated as a hedge of currency risk, which are 
recognised in other comprehensive income.

2.3	 Property, plant and equipment

2.3.1	 Recognition and measurement 

	 Items of property, plant and equipment except for work-in-progress are measured at cost/valuation less any accumulated 
depreciation and any accumulated impairment losses. Work-in-progress is stated at cost.

	 The Group revalues its properties comprising land and buildings every five years and at shorter intervals whenever the 
fair value of the revalued assets is expected to differ materially from their carrying value.

	 The revalued amounts of property are determined by using the comparison method. The comparison method entails 
critical analysis of recent evidence of values of comparable properties in the neighbourhood and making adjustment for 
differences such as differences in location, size and shape of land, age and condition of building, tenure, title restrictions 
if any and other relevant characteristics.

	 Valuation of the properties involves a degree of judgement before arriving at the respective property’s revalued amount. 
As such, the revalued amount of the properties may be different from its actual market price.

	 Surpluses arising from revaluation are dealt with in the revaluation reserve account. Any deficit arising is offset against 
the revaluation reserve to the extent of a previous increase for the same property. In all other cases, a decrease in carrying 
amount is recognised in profit or loss.

	 Cost includes expenditures that are directly attributable to the acquisition of the asset and any other costs directly 
attributable to bringing the asset to working condition for its intended use, and the costs of dismantling and removing 
the items and restoring the site on which they are located. The cost of self-constructed assets also includes the cost of 
materials and direct labour. Cost also may include transfers from equity of any gain or loss on qualifying cash flow hedges 
of foreign currency purchases of property, plant and equipment.

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

	 The cost of property, plant and equipment recognised as a result of a business combination is based on fair value at 
acquisition date. The fair value of property is the estimated amount for which a property could be exchanged between 
knowledgeable willing parties in an arm’s length transaction after proper marketing wherein the parties had each acted 
knowledgeably, prudently and without compulsion. The fair value of other items of plant and equipment is based on the 
quoted market prices for similar items when available and replacement cost when appropriate.

	 When significant parts of an item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment.
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2.	 Significant accounting policies (continued)

2.3	 Property, plant and equipment (continued)

2.3.1	 Recognition and measurement (continued)

	 The gain and loss on disposal of an item of property, plant and equipment is determined by comparing the proceeds from 
disposal with the carrying amount of property, plant and equipment and is recognised net within “realised gains and 
losses” in profit or loss. When revalued assets are sold, the amounts included in the revaluation reserve are transferred to 
retained earnings.

2.3.2	 Subsequent costs

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

2.3.3	 Depreciation

	 Depreciation is based on the cost of an asset less its residual value. Significant components of individual assets are 
assessed, and if a component has a useful life that is different from the remainder of that asset, then that component is 
depreciated separately.

	 Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each component of 
an item of property, plant and equipment from the date that they are available for use. Leased assets are depreciated over 
the shorter of the lease term and their useful lives unless it is reasonably certain that the Group will obtain ownership by 
the end of the lease term. Freehold land is not depreciated. Work-in-progress are not depreciated until the assets are 
ready for their intended use.

	 The estimated useful lives for the current and comparative periods are as follows:

Leasehold land Over lease period

Buildings 50 years

Office equipment, computers, furniture and fittings 3 to 10 years

Motor vehicles 5 years

Office renovation and partitions 10 years

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

2.4 	 Intangible assets

2.4.1	G oodwill

	 Goodwill arises on business combinations is measured at cost less any accumulated impairment losses. In respect of 
equity-accounted associates and joint venture, the carrying amount of goodwill is included in the carrying amount of the 
investment and an impairment loss on such an investment is not allocated to any asset, including goodwill, that forms 
part of the carrying amount of the equity-accounted associates and joint venture.

2.4.2	 Development costs

	 Expenditure incurred on software development is capitalised, only if development costs can be measured reliably, the 
product or process is technically and commercially feasible, future economic benefits are probable and the Group 
intends to and has sufficient resources to complete development and to use the asset.

	 The expenditure capitalised includes the cost of materials, direct labour and overheads costs that are directly attributable 
to preparing the asset for its intended use. Other development expenditure is recognised in profit or loss as an expense 
as incurred. Capitalised development expenditure is measured at cost less any accumulated amortisation and any 
accumulated impairment losses.

2.4.3 	 Other intangible assets

	 Intangible assets, other than goodwill, that are acquired by the Group, which have finite useful lives, are measured at cost 
less any accumulated amortisation and any accumulated impairment losses.

	 The fair value of intangible assets acquired in a business combination is based on the discounted cash flows expected to 
be derived from the use and eventual sale of the assets.

2.4.4	 Subsequent expenditure

	 Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific 
asset to which it relates. All other expenditure is recognised in profit or loss as incurred.

2.4.5	 Amortisation	

	 Amortisation is based on the cost of an asset less its residual value. 

	 Goodwill with indefinite useful lives is not amortised but is tested for impairment annually and whenever there is an 
indication that it may be impaired. 

	 Intangible assets with finite useful lives are amortised from the date that they are available for use. 

	 Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of intangible assets from 
the date they are available for use. The estimated useful lives for the current and comparative periods are as follows:

Capitalised software development costs 5 years

Other intangible assets 11 years

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

2.5	 Leased assets

2.5.1	 Finance leases

	 Leases in terms of which the Group or the Company assumes substantially all the risks and rewards of ownership are 
classified as finance leases. Upon initial recognition, the leased asset is measured at an amount equal to the lower of its 
fair value and the present value of the minimum lease payments. Subsequent to initial recognition, the asset is accounted 
for in accordance with the accounting policy applicable to that asset.

	 Minimum lease payments made under finance leases are apportioned between the finance expense and the reduction 
of the outstanding liability. The finance expense is allocated to each period during the lease term so as to produce a 
constant periodic rate of interest on the remaining balance of the liability. Contingent lease payments are accounted for 
by revising the minimum lease payments over the remaining term of the lease when the lease adjustment is confirmed.

	 Leasehold land which in substance is a finance lease is classified as property, plant and equipment, or as investment 
property if held to earn rental income or for capital appreciation or for both.

2.5.2	 Operating leases

	 Leases where the Group or the Company does not assume substantially all the risks and rewards of the ownership are 
classified as operating leases and, except for property interest held under operating lease, the leased assets are not 
recognised on the statements of financial position. Property interest held under an operating lease, which is held to 
earn rental income or for capital appreciation or both, is classified as investment property and measured using fair value 
model.

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

	 Leasehold land which in substance is an operating lease is classified as prepaid lease payments.

2.6	 Financial instruments

2.6.1	 Initial recognition and measurement

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

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

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

2.6	 Financial instruments (continued)

2.6.2	 Financial instruments categories and subsequent measurement

	 The Group and the Company categorise and measure financial instruments as follows:

	 Financial assets

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

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

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

	 Financial assets categorised as fair value through profit or loss are subsequently measured at their fair values 
with the gain or loss recognised in profit or loss.

(b)	H eld-to-maturity investments

	 Held-to-maturity investments category comprises debt instruments that the Group or the Company has the 
positive intention and ability to hold them to maturity.

	 Financial assets categorised as held-to-maturity investments are subsequently measured at amortised cost 
using the effective interest method.

(c)	 Loans and receivables, excluding insurance receivables

	 Loans and receivables category comprises debt instruments that are not quoted in an active market that include 
loans, other receivables, deposits and cash and cash equivalents. 

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

(d)	 Available-for-sale financial assets

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

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

2.6	 Financial instruments (continued)

2.6.2	 Financial instruments categories and subsequent measurement (continued)

	 Financial assets (continued)

(e)	 Insurance receivables

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

	 If there is objective evidence that the insurance receivable is impaired, the carrying amount of the insurance 
receivable will be reduced accordingly and the impairment loss recognised in profit or loss. The Group 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 2.7.2.

	 Insurance receivables are derecognised when the derecognition criteria for financial assets, as described in Note 
2.6.5 have been met.

	 All financial assets, except for those measured at fair value through profit or loss, are subject to review for impairment 
(see Note 2.7).

	 Financial liabilities

	 All financial liabilities are initially measured at fair value and subsequently measured at amortised cost other than those 
categorised as fair value through profit or loss.

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

	 Derivatives that are linked to and must be settled by delivery of equity instruments that do not have a quoted price in an 
active market for identical instruments whose fair values otherwise cannot be reliably measured are measured at cost.

	 Financial liabilities categorised as fair value through profit or loss are subsequently measured at their fair values with the 
gain or loss recognised in profit or loss. 

2.6.3 	 Financial guarantee contracts

	 A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the holder 
for a loss it incurs because a specified debtor fails to make payment when due in accordance with the original or modified 
terms of a debt instrument.

	 Fair value arising from financial guarantee contracts are classified as deferred income and is amortised to profit or loss 
using a straight-line method over the contractual period or, when there is no specified contractual period, recognised in 
profit or loss upon discharge of the guarantee. When settlement of a financial guarantee contract becomes probable, an 
estimate of the obligation is made. If the carrying value of the financial guarantee contract is lower than the obligation, 
the carrying value is adjusted to the obligation amount and accounted for as a provision.
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2.	 Significant accounting policies (continued)

2.6	 Financial instruments (continued)

2.6.4 	 Regular way purchase or sale of financial assets

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

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

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

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

2.6.5 	 Derecognition

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

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

2.7	 Impairment 

2.7.1	 Financial assets, excluding insurance receivables

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

	 An impairment loss in respect of loans and receivables (excluding insurance receivables as set out in Note 2.7.2 below) 
and held-to-maturity investments is recognised in profit or loss and is measured as the difference between the asset’s 
carrying amount and the present value of estimated future cash flows discounted at the asset’s original effective interest 
rate. The carrying amount of the asset is reduced through the use of an allowance account.

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

2.7	 Impairment (continued)

2.7.1	 Financial assets, excluding insurance receivables (continued)

	 An impairment loss in respect of unquoted equity instrument that is carried at cost is recognised in profit or loss and is 
measured as the difference between the financial asset’s carrying amount and the present value of estimated future 
cash flows discounted at the current market rate of return for a similar financial asset.

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

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

2.7.2	 Insurance receivables

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

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

	 If, in a subsequent period, the fair value of insurance receivables increases and the increase can be objectively related 
to an event occurring after the impairment loss was recognised in profit or loss, the impairment loss is reversed, to the 
extent that the insurance receivable’s carrying amount does not exceed what the carrying amount would have been had 
the impairment not been recognised at the date the impairment is reversed. The amount of the reversal is recognised in 
profit or loss.

2.7.3	 Other assets 

	 The carrying amounts of other assets (except for investment properties that are measured at fair value and deferred tax 
assets) are reviewed at the end of each reporting period to determine whether there is any indication of impairment. If 
any such indication exists, then the asset’s recoverable amount is estimated. For goodwill that has indefinite useful lives, 
the recoverable amount is estimated usually at each reporting date.

	 For the purpose of impairment testing, assets are grouped together into the smallest group of assets that generates cash 
inflows from continuing use that are largely independent of the cash inflows of other assets or groups of assets (known 
as “cash-generating unit”). For the purpose of goodwill impairment testing, cash-generating units to which goodwill 
has been allocated are aggregated so that the level at which impairment testing is performed reflects the lowest level 
at which goodwill is monitored for internal reporting purposes. The goodwill acquired in a business combination, for 
the purpose of impairment testing, is allocated to a cash-generating unit or a group of cash-generating units that are 
expected to benefit from the synergies of the combination.
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2.	 Significant accounting policies (continued)

2.7	 Impairment (continued)

2.7.3	 Other assets (continued)

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

	 An impairment loss is recognised if the carrying amount of an asset or its related cash-generating unit exceeds its 
estimated recoverable amount. Impairment losses are recognised in profit or loss.

	 Impairment losses recognised in respect of cash-generating units are allocated first to reduce the carrying amount of 
any goodwill allocated to the cash-generating unit (group of cash-generating units) and then to reduce the carrying 
amounts of the other assets in the cash-generating unit (groups of cash-generating units) on a pro rata basis.

	 An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior 
periods are assessed at the end of each reporting period for any indications that the loss has decreased or no longer exists. 
An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount 
since the last impairment loss was recognised. An impairment loss is reversed only to the extent that the asset’s carrying 
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, 
if no impairment loss had been recognised. Reversals of impairment losses are credited to profit or loss in the financial 
year in which the reversals are recognised, unless it reverses an impairment loss on a revalued asset, in which case it is 
credited directly to revaluation reserve. When an impairment loss on the same revalued asset was previously recognised 
in profit or loss, a reversal of that impairment loss is recognised in profit or loss. 

2.8	 Investment properties 

2.8.1	 Investment properties carried at fair value 

	 Investment properties are properties which are owned or held under a leasehold interest to earn rental income or for 
capital appreciation or for both, but not for sale in the ordinary course of business.

	 Investment properties are measured initially at cost and subsequently at fair value with any change therein recognised in 
profit or loss for the period in which they arise.

	 Where the fair value of the investment property under construction is not reliably determinable, the investment property 
under construction is measured at cost until either its fair value becomes reliably determinable or construction is 
complete, whichever is earlier.

	 Cost includes expenditure that is directly attributable to the acquisition of the investment property. The cost of self-
constructed investment property includes the cost of materials and direct labour, any other costs directly attributable to 
bringing the investment property to a working condition for their intended use and capitalised borrowing costs.

	 An investment property is derecognised on its disposal, or when it is permanently withdrawn from use and no future 
economic benefits are expected from its disposal. The difference between the net disposal proceeds and the carrying 
amount is recognised in profit or loss in the period in which the item is derecognised.
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2.	 Significant accounting policies (continued)

2.8	 Investment properties (continued)

2.8.2	 Reclassification to/from investment property

	 When an item of property, plant and equipment is transferred to investment properties following a change in its use, any 
difference arising at the date of transfer between the carrying amount of the item immediately prior to transfer and its 
fair value is recognised in other comprehensive income and accumulated in equity as revaluation reserve. However, if a 
fair value gain reverses a previous impairment loss, the gain is recognised in profit or loss. Upon disposal of an investment 
property, any surplus previously recorded in equity is transferred to retained earnings; the transfer is not made through 
profit or loss.

	 When the use of a property changes such that it is reclassified as property, plant and equipment, its fair value at the date 
of reclassification becomes its deemed cost for subsequent accounting.

2.8.3	 Determination of fair value 

	 An external, independent valuation firm, having appropriate recognised professional qualifications and recent experience 
in the location and category of property being valued, values the investment properties portfolio annually.

	 The fair values are based on market values, being the estimated amount for which a property could be exchanged on the 
date of the valuation between a willing buyer and a willing seller in an arm’s length transaction after proper marketing 
wherein the parties had each acted knowledgeably, prudently and without compulsion.

	 The determination of the fair values involves a degree of judgement. As such, the fair value of the investment properties 
may be different from its actual market price.

2.9	 Non-current assets held for sale

	 Non-current assets, or disposal group comprising assets and liabilities that are expected to be recovered primarily through sale 
rather than through continuing use, are classified as held for sale. 

	 Immediately before classification as held for sale, the assets, or components of a disposal group, are remeasured in accordance 
with the Group’s accounting policies. Thereafter generally the assets or disposal group are measured at the lower of their carrying 
amount and fair value less costs of disposal.

	 Any impairment loss on a disposal group is first allocated to goodwill, and then to remaining assets and liabilities on pro rata basis, 
except that no loss is allocated to financial assets, deferred tax assets and investment properties, which continue to be measured in 
accordance with the Group’s accounting policies. Impairment losses on initial classification as held for sale and subsequent gains 
or losses on remeasurement are recognised in profit or loss. Gains are not recognised in excess of any cumulative impairment 
loss. 

	 Intangible assets and property, plant and equipment once classified as held for sale are not amortised or depreciated.

2.10	 Cash and cash equivalents and placements with financial institutions

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

Cash and cash equivalents are categorised and measured as loans and receivables in accordance with policy Note 2.6.2 (c). 
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2.	 Significant accounting policies (continued)

2.11 	 Equity instruments

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

2.11.1	 Ordinary shares

	 Ordinary share capital is classified as equity.

2.11.2	 Preference share capital

	 Preference share capital is classified as equity if it is non-redeemable, or is redeemable but only at the Company’s option, 
and any dividends are discretionary. Dividends thereon are recognised as distributions within equity.

	 Preference share capital is classified as financial liability if it is redeemable on a specific date or at the option of the equity 
holders, or if dividend payments are not discretionary. Dividends thereon are recognised as interest expense in profit or 
loss as accrued.

2.12	 Provisions

	 A provision is recognised if, as a result of a past event, the Group and the Company have a present legal or constructive obligation 
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation. 
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market assessments 
of the time value of money and the risks specific to the liability. The unwinding of the discount is recognised as finance cost.

	C ontingent liabilities

	 Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be estimated reliably, the 
obligation is not recognised in the statements of financial position and is disclosed as a contingent liability, unless the probability 
of outflow of economic benefits is remote. Possible obligations, whose existence will only be confirmed by the occurrence or 
non-occurrence of one or more future events, are also disclosed as contingent liabilities unless the probability of outflow of 
economic benefits is remote. Contingent liabilities do not include liabilities arising from contracts of insurance underwritten in 
the ordinary course of business of the Group.

2.13	 Other financial liabilities and insurance payables

	 Other financial liabilities and insurance payables are recognised when due and measured on initial recognition at the fair value 
of the consideration received less directly attributable transaction costs. Subsequent to initial recognition, they are measured at 
amortised cost using the effective interest method.

2.14	 Product classification

	 Product classification applies to the Group’s general insurance and life insurance subsidiaries. 

	 The insurance subsidiaries issue contracts that transfer insurance risk or financial risk or both.

	 Financial risk is the risk of a possible future change in interest rate, financial instrument price, commodity price, foreign exchange 
rate, index of price or rate, credit rating or credit index or other variable, provided in the case of a non-financial variable that the 
variable is not specific to a party to the contract. Insurance risk is the risk other than financial risk.
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2.	 Significant accounting policies (continued)

2.14	 Product classification (continued)

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

	 Investment contracts are those contracts that do not transfer significant insurance risk.

	 Once a contract has been classified as an insurance contract, it remains as an insurance contract for the remainder of its life-time, 
even if the insurance risk reduces significantly during this period, unless all rights and obligations are extinguished or expired. 
Investment contracts can, however, be reclassified as insurance contracts after inception if insurance risk becomes significant. 

	 Insurance and investment contracts are further classified as being either with or without discretionary participation features 
(“DPF”). DPF is a contractual right to receive, as a supplement to guaranteed benefits, additional benefits that are:

•	 likely to be a significant portion of the total contractual benefits;
•	 whose amount or timing is contractually at the discretion of the issuer; and
•	 that are contractually based on the:

–	 performance of a specified pool of contracts or a specified type of contract;
–	 realised and/or unrealised investment returns on a specified pool of assets held by the issuer; or
–	 profit or loss of the company, fund or other entity that issues the contract.

	 Under the terms of the contracts, surpluses in the DPF funds can be distributed on a discretion over the amount and timing 
of the distribution of these surpluses to policyholders. All DPF liabilities, including unallocated surpluses, both guaranteed and 
discretionary, at the end of the reporting period are held within insurance or investment contract liabilities, as appropriate.

	 For financial options and guarantees which are not closely related to the host insurance contract and/or investment contract with 
DPF, bifurcation and unbundling are required to measure these embedded derivatives separately at fair value through profit or 
loss. However, bifurcation is not required if the embedded derivative is itself an insurance contract and/or investment contract 
with DPF, or if the host insurance contract and/or investment contract itself is measured at fair value through profit or loss.

	 When insurance contracts contain both a financial risk component and a significant insurance risk component 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 basis as insurance contracts and the remaining element 
is accounted for as a deposit through the statements of financial position similar to investment contracts.

2.15	 Reinsurance 

	 Reinsurance applies to the Group’s general insurance and life insurance subsidiaries.

	 Insurance risk is ceded in the normal course of business for all of its businesses. Reinsurance assets represent balances due from 
reinsurance companies. Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims 
provision or settled claims associated with the reinsurer’s policies and are in accordance with the related reinsurance contracts.
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2.	 Significant accounting policies (continued)

2.15	 Reinsurance (continued)

	 Ceded reinsurance arrangements do not relieve the insurance subsidiary from its obligations to policyholders. 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 insurance subsidiary 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 insurance subsidiary will receive 
from the reinsurer. The impairment loss is recorded in profit or loss.

	 The insurance subsidiary also assumes reinsurance risk in the normal course of business for life insurance and general (non-life) 
insurance contracts 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 liabilities represent balances due to reinsurance companies. Amounts payable are estimated in a manner consistent 
with the related reinsurance contract.

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

	 Reinsurance contracts that do not transfer significant insurance risk are accounted for directly through the statements of financial 
position. These are deposit assets or financial liabilities that are recognised based on the consideration paid or received less any 
explicit identified premiums or fees to be retained by the reinsured. Investment income on these contracts is accounted for using 
the effective yield method when accrued.

2.16	G eneral insurance underwriting results 

	 The general insurance underwriting results are determined for each class of business after taking into account reinsurances, 
commissions, unearned premium reserves and claims incurred. 

2.16.1	 Premium income 

(a)	G ross premiums

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

(b)	 Reinsurance premiums

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

	 Inwards treaty reinsurance premiums comprise both proportional and non-proportional treaties. In respect of 
reinsurance premiums relating to proportional treaties, it is recognised on the basis of periodic advices received 
from the cedants given that the periodic advices reflect the individual underlying risks being incepted and 
reinsured at various inceptions dates of these risks and contractually accounted for, as such to reinsurers under 
the terms of the proportional treaties. 
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2.	 Significant accounting policies (continued)

2.16	G eneral insurance underwriting results (continued)

2.16.1	 Premium income (continued)

(b)	 Reinsurance premiums (continued)

	 In respect of reinsurance premiums relating to non-proportional treaties which cover losses occurring during 
a specified treaty period, the inwards treaty reinsurance premiums are recognised based on the contractual 
premiums already established at the start of the treaty period under the non-proportional treaty contract.

2.16.2 Unearned premium reserves (“UPR”)

	 Unearned premium reserves (“UPR”) represent the portion of the net premiums of insurance policies written that relate 
to the unexpired periods of the policies at the end of the financial period. 

	 In determining UPR at the end of the reporting period, the method that most accurately reflects the actual unearned 
premium used is as follows:

•	 25% method for marine cargo, aviation cargo and transit
•	 1/24th method (or other more accurate) method for all other classes of Malaysian general policies
•	 1/8th method for all other classes of overseas inward treaty business
•	 Non-annual policies are time-apportioned over the period of the risks

2.16.3 	Claims and expenses

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

	 The amount of outstanding claims is the best estimate of the expenditure required together with related expenses less 
recoveries to settle the present obligation at the end of the reporting period. 

	 Provision is also made for the cost of claims, together with related expenses, incurred but not reported at the end of the 
reporting period, using a mathematical method of estimation.

2.16.4 	Acquisition costs and deferred acquisition cost (“DAC”)

	 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. 

	 Those costs are deferred to the extent that these costs are recoverable out of future premiums. All other acquisition costs 
are recognised as an expense when incurred.

	 Subsequent to initial recognition, deferred acquisition cost is amortised/allocated to the periods according to the original 
policies which give rise to income. Amortisation is recognised in profit or loss.

	 An impairment review is performed at each reporting date or more frequently when an indication of impairment arises. 
When the recoverable amount is less than the carrying value, an impairment loss is recognised in profit or loss. DAC is 
also considered in the liability adequacy test for each accounting period.

	 DAC is derecognised when the related contracts are either settled or disposed of.
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2.	 Significant accounting policies (continued)

2.16	G eneral insurance underwriting results (continued)

2.16.5	G eneral insurance contract liabilities 

	 General insurance contract liabilities are recognised when contracts are entered into and premiums are charged. 

	 These liabilities comprise claims liabilities and premium liabilities.

	C laims liabilities

	 Claims liabilities are recognised in respect of both direct insurance and inward reinsurance. Claims liabilities refer to 
the obligation by the insurance subsidiary, whether contractual or otherwise to make future payments in relation to all 
claims that have been incurred as at valuation date. These include provision for claims reported, claims incurred but 
not reported (“IBNR”), claims incurred but not enough reserved (“IBNER”) together with related claims handling costs. 
Claims liabilities consist of the best estimate value of the claim liabilities and the Provision of Risk Margin for Adverse 
Deviation (“PRAD”) calculated at the overall insurance subsidiary level. The liability is not discounted for the time value 
of money. No provision for equalisation or catastrophe reserve is recognised. The liabilities are derecognised when the 
contract expires, is discharged or is cancelled.

	 Premium liabilities 

	 Premium liabilities is the higher of the aggregate of the UPR and the best estimate value of the insurer’s unexpired risk 
reserves (“URR”) at the valuation date and the PRAD calculated at the overall insurance subsidiary level.

	 The provision for unearned premiums represents premiums received for risks that have not yet expired. Generally the 
reserve is released over the term of the contract and is recognised as premium income.

	 The URR is the prospective estimate of the expected future payments arising from future events insured under policies 
in force at the valuation date and also includes allowance for the insurer’s expenses, including overheads and cost of 
reinsurance, expected to be incurred during administering these policies and settling the relevant claims, and expected 
future premium refunds.

2.17	 Life insurance underwriting results

2.17.1 	Surplus of Life fund

	 The surplus transferable from the Life fund to profit or loss is based on the surplus determined by an annual actuarial 
valuation of the liabilities to policyholders, made in accordance with the provisions of the Financial Services Act, 2013 by 
the insurance subsidiary’s appointed actuary.

2.17.2 	Gross premiums

	 Gross premiums are recognised as soon as the amount of the premiums can be reliably measured. First premium is 
recognised from inception date and subsequent premium is recognised when it is due.

	 At the end of the financial year, all due premiums are accounted for to the extent that they can be reliably measured. 
Premiums not received on due dates are recognised as revenue in profit or loss and reported as outstanding premiums 
in the statements of financial position.
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2.	 Significant accounting policies (continued)

2.17	 Life insurance underwriting results (continued)

2.17.3 	Reinsurance premiums

	 Gross reinsurance premiums are recognised as an expense when payable or on the date on which the policy is effective.

2.17.4 	Benefits, claims and expenses

	 Benefits and claims that are incurred during the financial year are recognised when a claimable event occurs and/or the 
insurer is notified.

	 Benefits and claims, including settlement costs, are accounted for using the case-by-case method and for this purpose, 
the amounts payable under a policy are recognised as follows:

•	 maturity and other policy benefit payments due on specified dates are treated as claims payable on the due 
dates;

•	 death, surrender and other benefits without due dates are treated as claims payable, on the date of receipt of 
intimation of death of the assured or occurrence of contingency covered; and

•	 bonus on DPF policy upon its declaration.

	 Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms of the 
relevant contracts.

2.17.5 	Life insurance contract liabilities 

	 Life insurance contract liabilities are recognised when contracts are entered into and premiums are charged.

	 These liabilities are measured by using a prospective actuarial valuation method. The liability is determined as the sum of 
the present value of future guaranteed benefits and, in the case of the participating life policy, appropriate level of non-
guaranteed benefits, and the expected future management and distribution expenses, less the present value of future 
gross considerations arising from the policy discounted at the appropriate risk discount rate. The liability is based on best 
estimate assumptions and with due regard to significant recent experience. An appropriate allowance for provision of 
risk margin for adverse deviation from expected experience is included in the valuation of non-participating life policies, 
the guaranteed benefits liabilities of participating life policies, and non-unit actuarial liabilities of investment-linked 
policies. 

	 The liability in respect of policies of a participating insurance contract is taken as the higher of the guaranteed benefit 
liabilities or the total benefit liabilities at the insurance fund level derived as stated above.

	 In the case of a life policy where a part of, or the whole of the premiums are accumulated in a fund, the accumulated 
amount, as declared to the policy owners, are set as the liabilities if the accumulated amount is higher than the figure as 
calculated using the prospective actuarial valuation method.

	 For non-unit liability of investment-linked policy, the liability is valued by projecting future cash flows to ensure that 
all future outflows can be met without recourse to additional finance or capital support at any future time during the 
duration of the investment-linked policy.

	 Where policies or extensions of a policy are collectively treated as an asset at the fund level under the valuation method 
adopted, the value of such asset is eliminated through zerorisation.
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2.	 Significant accounting policies (continued)

2.17	 Life insurance underwriting results (continued)

2.17.5 	Life insurance contract liabilities (continued)

	 In the case of a 1-year life policy or a 1-year extension to a life policy covering contingencies other than death or survival, 
the liability for such life insurance contracts comprises the provision for unearned premiums and unexpired risks, as 
well as for claims outstanding, which includes an estimate of the incurred claims that have not yet been reported to the 
insurance subsidiary.

	 Adjustments to the liabilities at each reporting date are recorded in profit or loss. Profits originated from margins of 
adverse deviations on run-off contracts, are recognised in profit or loss over the life of the contract.

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

2.17.6 	Investment contract liabilities 

	 Investment contracts are classified between contracts with and without DPF. The accounting policies for investment 
contract liabilities with DPF are the same as those for life insurance contract liabilities.

	 Investment contract liabilities without DPF are recognised when contracts are entered into and premiums are charged. 
These liabilities are initially recognised at fair value being the transaction price excluding any transaction costs directly 
attributable to the issue of the contract. Subsequent to initial recognition, investment contract liabilities are remeasured 
at fair value through profit or loss.

 
	 Deposits and withdrawals are recorded directly as an adjustment to the liability in the statements of financial position.

	 Fair value adjustments are performed at each reporting date and are recognised in profit or loss. Fair value is determined 
through the use of prospective discounted cash flow techniques. For unitised contracts, fair value is calculated as the 
number of units allocated to the policyholder in each investment-linked fund multiplied by the unit-price of those funds 
at the end of the reporting period. The fund assets and fund liabilities used to determine the unit-prices at the end of the 
reporting period are adjusted to take into account the effect of deferred tax on unrealised gains and losses on assets in 
the fund.

	 The liability is derecognised when the contract expires, is discharged or is cancelled. For a contract that can be cancelled 
by the policyholder, the fair value cannot be less than the surrender value.

2.18 	 Fees and commission income

	 Insurance contract policyholders are charged for policy administration services, investment management services, surrenders 
and other contract fees. These fees are recognised as income over the period in which the related services are performed. If the 
fees are for services to be provided in future periods, then, they are deferred and recognised over those future periods.

2.19 	 Commission and agency expenses

	 Gross commission and agency expenses, which are cost directly incurred in securing premium on insurance policies, and income 
derived from reinsurance in the course of ceding of premiums to reinsurers, are charged to profit or loss in the period in which 
they are incurred or deferred where appropriate as set out in Note 2.16.4.
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2.	 Significant accounting policies (continued)

2.20	 Other revenue recognition

	 Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the Company and 
the revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is recognised.

2.20.1	 Interest income

	 Interest income is recognised as it accrues, using the effective interest method in profit or loss except where an interest 
bearing financial investment is considered non-performing i.e. where repayments are in arrears for more than six months, 
in which case recognition of such interest is suspended. Subsequent to suspension, interest income is recognised on the 
receipt basis until all arrears have been paid.

2.20.2	 Rental income

	 Rental income from investment properties and self-occupied properties are recognised in profit or loss on a straight-line 
basis over the term of the lease. Lease incentives granted are recognised as an integral part of the total rental income 
over the term of the lease on an accrual basis. Rental income from subleased property is recognised as other income.

2.20.3	 Dividend income

	 Dividend income is recognised in profit or loss on the date the Group’s and the Company’s right to receive payment is 
established, which in the case of quoted securities is the ex-dividend date.

2.20.4 Realised gains and losses on investments

	 Realised gains and losses recorded in profit or loss on investments include gains and losses on financial assets and 
investment properties. Gains and losses on the sale of investments are calculated as the difference between net sales 
proceeds and the original or amortised cost and are recorded on occurrence of the sale transaction. 

2.21	 Short-term employee benefits

	 Short-term employee benefit obligations in respect of salaries, annual bonuses, paid annual leave and sick leave are measured on 
an undiscounted basis and are expensed as the related service is provided.

	 A liability is recognised for the amount expected to be paid under short term cash bonus or profit-sharing plans if the Group 
and the Company have a present legal or constructive obligation to pay this amount as a result of past service provided by the 
employee and the obligation can be estimated reliably.

	 The Group’s and the Company’s contributions to the statutory pension funds are charged to profit or loss in the financial year 
to which they relate. Once the contributions have been paid, the Group and the Company have no further payment obligations. 
Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in future payment is available.

2.22	 Income tax

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

	 Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or 
substantively enacted at the end of the reporting period, and any adjustment to tax payable in respect of previous financial years.
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2.	 Significant accounting policies (continued)

2.22	 Income tax (continued)

	 Deferred tax is recognised using the liability method, providing for temporary differences between the carrying amounts of 
assets and liabilities in the statements of financial position and their tax base. Deferred tax is not recognised if the temporary 
differences arise from the initial recognition of goodwill, the initial recognition of assets or liabilities in a transaction that is not 
a business combination and that affects neither accounting nor taxable profit or loss. Deferred tax is measured at the tax rates 
that are expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or 
substantively enacted by the end of the reporting period.

	 Where investment properties are carried at their fair value in accordance with the accounting policy set out in Note 2.8.1, the 
amount of deferred tax recognised is measured using the tax rates that would apply on sale of those assets at their carrying value 
at the reporting date unless the property is depreciable and is held with the objective to consume substantially all of the economic 
benefits embodied in the property over time, rather than through sale. In all other cases, the amount of deferred tax recognised 
is measured based on the expected manner of realisation or settlement of the carrying amount of the assets and liabilities, using 
tax rates enacted or substantively enacted at the reporting date. Deferred tax assets and liabilities are not discounted.

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

	 Deferred tax liability is recognised for all taxable temporary differences.

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

2.23	 Earnings per ordinary share

	 The Group presents basic and diluted earnings per share (“EPS”) data for its ordinary shares.

	 Basic EPS is calculated by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average 
number of ordinary shares in issue during the period. 

	 Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average number 
of ordinary shares in issue adjusted for the effects of all dilutive potential ordinary shares, which comprise convertible notes.

2.24	 Operating segments

	 An operating segment is a component of the Group that engages in business activities from which it may earn revenues and incur 
expenses, including revenues and expenses that relate to transactions with any of the Group’s other components. All operating 
segments’ operating results are reviewed regularly by the chief operating decision maker, which in this case is the Chief Executive 
Officer of the Group, to make decisions about resources to be allocated to the segment and to assess its performance, and for 
which discrete financial information is available.
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2.	 Significant accounting policies (continued)

2.25	 Significant accounting judgements, estimates and assumptions

2.25.1 	Valuation of general insurance claims liabilities

	 For general insurance contracts, claims liabilities are the outstanding claims reserve required for the future settlement of 
losses on claims which have occurred but have yet to be fully settled. Claims liabilities fall into two categories: expected 
ultimate cost of claims reported and expected ultimate cost of claims incurred but not yet reported (“IBNR”) at the end 
of the reporting period.

	 It can take a significant period of time before the ultimate claims cost can be established with certainty and for some type 
of policies, IBNR claims form the majority of the statements of financial position liability. The ultimate cost of outstanding 
claims is estimated by using a range of standard actuarial claims projection techniques, such as Chain Ladder and 
Bornheutter-Ferguson methods.

	 The expected ultimate cost of claims reported are based on estimates of future payments that will be made with respect 
to individual claims. Such estimates are made on a case-by-case basis, based on the information available at the time the 
reserves are established. The estimates reflect the informed judgement of claims personnel based on general insurance 
reserving practices and knowledge of the nature and value of a specific type of claim. These reserves are regularly  
re-evaluated in the ordinary course of the settlement process and adjustments are made as new information becomes 
available.

	 IBNR reserves are established to recognise the estimated cost of losses that have occurred but where the insurance 
subsidiary has not yet been notified. The valuation of IBNR reserves is carried out by an independent qualified actuary 
using his professional judgement in applying actuarial methodology and assumptions, based on the insurance 
subsidiary’s current and past claims experience, taking into account the insurance subsidiary’s underwriting practice 
and industry experience. IBNR reserves are estimated based on actuarial statistical projections of the expected cost of 
the ultimate settlement and administration of claims. The projections are based on available information at the time 
and include factors such as trends in claims frequency, severity and speed of settlement. IBNR reserves are reviewed and 
revised quarterly as additional information becomes available with the actual claims development.

	 As with all projections, there are elements of uncertainty and thus the projected future claims experience may be different 
from its actual claims experience. These uncertainties may arise from changes in the underlying risks, changes in the 
spread of risk, changes in the speed of reporting and settlement of claims as well as the suitability of the methodology 
used in the projection model and its underlying assumptions.

2.25.2	V aluation of life insurance contract liabilities 

	 The valuation of life insurance contract liabilities is based on the Risk-Based Capital Framework for Insurers, issued by BNM.

	 The life insurance contract liability is valued using a prospective actuarial valuation based on the sum of the present value 
of future guaranteed benefits and, in the case of a participating life policy, appropriate level of non-guaranteed benefits, 
and the expected future management and distribution expenses, less the present value of future gross considerations 
arising from the policy discounted at the appropriate risk discount rate. The expected future cash flow is determined 
using best estimate assumptions and with due regard to significant recent experience.

	 For non-unit liability of investment-linked policy, the liability is valued by projecting future cash flows to ensure that 
all future outflows can be met without recourse to additional finance or capital support at any future time during the 
duration of the investment-linked policy.
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2.	 Significant accounting policies (continued)

2.25	 Significant accounting judgements, estimates and assumptions (continued)

2.25.2	V aluation of life insurance contract liabilities (continued)

	 An appropriate allowance for provision of risk margin for adverse deviation from expected experience is included in the 
valuation of non-participating life policies, the guaranteed benefits liabilities of participating life policies and non-unit 
actuarial liabilities of investment-linked policies.

	 For a 1-year extension to a life policy covering contingencies other than death or survival, the liabilities are calculated as 
the higher of unearned premium reserve or the unexpired risk reserve.

	 The risk-free discount rate is used for all cash flows to determine the liability of a non-participating life policy, non-
unit actuarial liability of an investment-linked policy and guaranteed benefits insurance liability of participating policy. 
A discount rate based on the historical yield and future investment outlook of the participating fund, net of tax on 
investment income of the life fund is used for all cash flows to determine the total benefit liability of participating policies.

	 Risk-free discount rate for durations of less than 15 years is zero-coupon spot yields of Malaysian Government Securities 
(“MGS”) with matching duration. Risk-free discount rate for durations of 15 years or more is zero-coupon spot yields of 
MGS with 15 years term to maturity. Duration is the term to maturity of each future cash flow. The MGS zero-coupon 
spot yields are obtained from a recognised bond pricing agency in Malaysia.

2.26	 Fair value measurement

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

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

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

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

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

Level 3: unobservable inputs for the asset or liability.

	 The Group recognises transfers between levels of the fair value hierarchy as of the date the event or change in circumstances that 
caused the transfers.
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3.	 Property, plant and equipment

Group Note
Land

RM’000
Buildings

RM’000

Land and
 buildings*

RM’000

Office
 equipment,
computers,

furniture
and fittings

RM’000

Motor
 vehicles
RM’000

Office
renovations

and
partitions

RM’000

Work-in-
progress# 

RM’000 
Total

RM’000

Cost/Valuation

At 1 January 2013 20,606 59,555 1,459 49,145 2,663 23,260 1,597 158,285

Additions - - - 10,704 244 1,459 7,053 19,460

Disposals  - - - (11) - - - (11)

Written off - - - (298) - (12) - (310)

Reclassification# 4 - - - 1,808 - 3,677 (6,778) (1,293)

At 31 December 2013/ 
1 January 2014 20,606 59,555 1,459 61,348 2,907 28,384 1,872 176,131

Additions - - - 11,382 241 903 4,926 17,452

Disposals (105) (90) - (28) (440) - - (663)

Written off - - - (6,596) - (7,170) - (13,766)

Reclassification# 4 - - - 3,266 - 1,078 (4,344) -

At 31 December 2014 20,501 59,465 1,459 69,372 2,708 23,195 2,454 179,154

*	 The carrying amounts of land and buildings are not segregated as the required information is not available.
# 	 Certain work-in-progress were reclassified as software development costs (intangible assets), see Note 4.
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3.	 Property, plant and equipment (continued)

Group Note
Land

RM’000
Buildings

RM’000

Land and
 buildings*

RM’000

Office
 equipment,
computers,

furniture
and fittings

RM’000

Motor
 vehicles
RM’000

Office
renovations

and
partitions

RM’000

Work-in-
progress

RM’000 
Total

RM’000

Depreciation

At 1 January 2013 333 4,229 93 28,118 2,008 10,736 - 45,517

Depreciation for the year 28 190 1,537 17 8,327 364 2,954 - 13,389

Disposals - - - (8) - - - (8)

Written off - - - (287) - (7) - (294)

At 31 December 2013/
	 1 January 2014 523 5,766 110 36,150 2,372 13,683 - 58,604

Depreciation for the year 28 191 1,537 17 10,720 341 2,917 - 15,723

Disposals - (16) - (15) (433) - - (464)

Written off - - - (6,431) - (3,698) - (10,129)

At 31 December 2014 714 7,287 127 40,424 2,280 12,902 - 63,734

Impairment

At 1 January 2013/
	 31 December 2013/
	 1 January 2014/
	 31 December 2014 - (1,041) - - - - - (1,041)

Carrying amounts

At 1 January 2013 20,273 54,285 1,366 21,027 655 12,524 1,597 111,727

At 31 December 2013/
	 1 January 2014 20,083 52,748 1,349 25,198 535 14,701 1,872 116,486

At 31 December 2014 19,787 51,137 1,332 28,948 428 10,293 2,454 114,379

*	 The carrying amounts of land and buildings are not segregated as the required information is not available.	
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3.	 Property, plant and equipment (continued)

Office
 equipment,
 computers,

furniture and
fittings

Motor
vehicles

Office
renovations

and partitions
Work-in-
progress Total

Company Note RM’000 RM’000 RM’000 RM’000 RM’000

Cost

At 1 January 2013 273 1,335 15 3 1,626

Additions 85 - - - 85

Written off (2) - - - (2)

At 31 December 2013/ 
1 January 2014 356 1,335 15 3 1,709

Additions 62 - - 41 103

Disposals (2) (440) - - (442)

Written off (7) - - - (7)

Reclassification 35 - - (35) -

At 31 December 2014 444 895 15 9 1,363

Depreciation   

At 1 January 2013 65 983 6 - 1,054

Depreciation for the year 28 55 176 - - 231

Written off (1) - - - (1)

At 31 December 2013/ 
1 January 2014 119 1,159 6 - 1,284

Depreciation for the year 28 72 169 - - 241

Disposals - (433) - - (433)

Written off (5) - - - (5)

At 31 December 2014 186 895 6 - 1,087

Carrying amounts   

At 1 January 2013 208 352 9 3 572

At 31 December 2013/ 
1 January 2014 237 176 9 3 425

At 31 December 2014 258 - 9 9 276



Notes to the financial statements 

197Annual Report 2014

3.	 Property, plant and equipment (continued)

3.1	 Revaluation of properties

	 All the Group’s land and buildings were revalued in October 2011, except for buildings of Bright Mission Berhad (“BMB”) which 
was revalued in June 2012, by external independent professional qualified valuers using the comparison method. 

	 Had the land and buildings of the Group been carried under the cost model, their carrying amounts would have been as follows:

Group 
2014

RM’000
2013

RM’000

Land 11,822 12,082

Buildings 26,462 27,801

Land and buildings 1,335 1,351

39,619 41,234

3.2	 Leased computers

	 At 31 December 2014, the net carrying amount of leased computers of the Group was RM10,000 (2013: RM29,000).

3.3	 Land

	 Included in the carrying amounts of land are:

Group 
2014

RM’000
2013

RM’000

Freehold land 6,684 6,789

Long term leasehold land with unexpired lease period of more than 50 years 13,103 13,294

19,787 20,083

3.4	 Fair value information

	 Fair value of land and buildings are categorised as follows:

Group

2014 2013

Level 1
RM’000

Level 2
RM’000

Level 3
RM’000

Total
RM’000

Level 1
RM’000

Level 2
RM’000

Level 3
RM’000

Total
RM’000

Land - 19,787 - 19,787 - 20,083 - 20,083

Buildings - 51,137 - 51,137 - 52,748 - 52,748

Land and 
buildings - 1,332 - 1,332 - 1,349 - 1,349

- 72,256 - 72,256 - 74,180 - 74,180
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3.	 Property, plant and equipment (continued)

3.4	 Fair value information (continued)

	 Level 2 fair value

	 Level 2 fair values of land and buildings have been generally derived using the sales comparison approach. Sales price of 
comparable land and buildings in close proximity are adjusted for differences in key attributes such as property size. The most 
significant input into this valuation approach is price per square foot of comparable land and buildings.

4.	 Intangible assets

Group Note
Goodwill

RM’000

Software
 development

costs 
RM’000

Other
intangible

assets
RM’000

Total
RM’000

Cost

At 1 January 2013 244,600 16,197 88,933 349,730

Additions - 669 50,495 51,164

Reclassification 3 - 1,293 - 1,293

At 31 December 2013/1 January 2014 244,600 18,159 139,428 402,187

Additions - 1,509 - 1,509

Reclassification 3 - - - -

At 31 December 2014 244,600 19,668 139,428 403,696

Amortisation

At 1 January 2013 - 14,264 47,429 61,693

Amortisation for the year 28 - 1,224 13,942 15,166

At 31 December 2013/1 January 2014 - 15,488 61,371 76,859

Amortisation for the year 28 - 1,464 13,438 14,902

At 31 December 2014 - 16,952 74,809 91,761

Carrying amounts

At 1 January 2013 244,600 1,933 41,504 288,037

At 31 December 2013/1 January 2014 244,600 2,671 78,057 325,328

At 31 December 2014 244,600 2,716 64,619 311,935

4.1	G oodwill

	 The aggregate carrying amount of goodwill is attributable to the acquisition of the following subsidiaries:

Group
2014

RM’000
2013

RM’000

Allianz Life Insurance Malaysia Berhad (“ALIM”) 4,990 4,990

Allianz General Insurance Company (Malaysia) Berhad (“AGIC”)/ 
Bright Mission Berhad (“BMB”) 239,610 239,610

244,600 244,600
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4.	 Intangible assets (continued)

4.1	G oodwill (continued)

	 AGIC and BMB (formerly known as Commerce Assurance Berhad (“CAB”)) entered into a Business Transfer Agreement dated 
17 September 2008 (“BTA”) to undertake a scheme of transfer under Part XI of the Insurance Act, 1996 as approved by BNM 
(“Scheme”), which involved the transfer and vesting by CAB to AGIC of CAB’s entire general insurance business, undertaking of 
assets including CAB’s liabilities and obligations save for the specified excluded assets and liabilities as detailed in the BTA. The 
Scheme was confirmed by the High Court of Malaya on 9 December 2008 and took effect on 1 January 2009. Consequently, 
the carrying amount of goodwill arising from the acquisition of CAB has now been allocated to the entire integrated general 
insurance business of the Group.

	 Impairment test for cash-generating unit (“CGU”) containing goodwill

	 For goodwill attributable to the acquisition of CAB, following the Scheme on 1 January 2009, the carrying amount of goodwill 
has been allocated to the entire integrated general insurance business of the Group as one CGU, which represents the lowest 
level within the Group at which goodwill is monitored for internal management purposes. The estimated recoverable amount 
is calculated based on the share of net assets as at 31 December 2014 and the projected future financial performance of the 
general insurance business.

	 For goodwill attributable to the acquisition of ALIM, the annual impairment test was done by comparing the estimated recoverable 
amount of ALIM with its carrying amount including the goodwill attributed. The recoverable amount is the value in use which is 
measured by the Embedded Value attributable to ALIM calculated by an appointed actuary. Embedded Value is the present value 
of future shareholders’ distributable profits after tax discounted at the shareholders’ required rate of return, or the risk discount 
rate plus the Net Assets Value. The projected future cash flows are based on the best estimate of assumptions, either derived 
from the operating unit experience or industry experience. 

	 The estimated recoverable amounts of both the CGUs were determined to be higher than their carrying amounts and thus no 
impairment loss was recognised.

4.2	 Software development costs

	 The software development costs are in relation to internal development expenditures incurred for the Open Product Underwriting 
System (“OPUS”) and Integrated Insurance Management System (“IIMS”). Both systems are integrated systems designed to 
improve the efficiency of the business activities of the subsidiaries. These software development costs are amortised over a 
period of five years.

4.3	 Other intangible assets

	 The other intangibles assets are as follows:

 
Group Note

2014
RM’000

2013
RM’000

Cost 

The Bancassurance Agreements: 

-	 General insurance business 4.3.1  88,933  88,933

-	 Life insurance business 4.3.2 50,495 50,495 

4 139,428 139,428 
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4.	 Intangible assets (continued)

4.3	 Other intangible assets (continued)

4.3.1	 The Bancassurance Agreement – General insurance business

	 The Bancassurance Agreement was entered between the Group’s general insurance entity, AGIC and CIMB Bank Berhad and 
formed an integral part of the acquisition of BMB by the Company on 28 August 2007 from Commerce International Group 
Berhad (“CIG”). The Group’s general insurance business is further enhanced through the leverage on CIMB Bank’s customer 
base and nationwide network. The future economic benefits that are attributable to the Bancassurance Agreement was 
valued at the present value of projected future cash flows to be derived from the tenure of the agreement of ten years using 
the discounting cash flow model. The recognised intangible asset is amortised over its useful life of ten years.

	 The following key assumptions have been used in cash flow projections in respect of the Bancassurance Agreement:

Key assumptions

Bancassurance premium growth rate No projected premium growth for the remaining tenure 

Discount rate 8.0%

Investment yield 2.9% – 3.5% per annum

4.3.2	 The Bancassurance Agreement – Life insurance business

	 The intangible asset is in relation to the exclusive bancassurance agreement which provides the Group’s life insurance 
entity with an exclusive right to the use of the bancassurance network of a bank to sell, market and promote conventional 
life product. ALIM and the bank had on 9 May 2014 executed the amendment agreement to extend the original term 
under the Exclusive Distribution Agreement, from 10 years to 11 years.

	 The fee for this right is amortised over its useful life of 11 years using the straight-line method. The future economic 
benefits that are attributable to the Bancassurance Agreement was valued at the present value of projected future cash 
flows to be derived from the tenure of the agreement of 11 years using the discounting cash flow model.

	 The following key assumptions have been used in cash flow projections in respect of the Bancassurance Agreement:

Key assumptions

Bancassurance annualised new premium growth rate 3.7% – 87.9% per annum

Discount rate 8.0%

4.3.3	 Sensitivity to changes in key assumptions

	 Management considers that it is not reasonably possible for the abovementioned key assumptions to change so 
significantly that would result in impairment.
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5.	 Deferred acquisition costs

Group Note
Gross

RM’000
Reinsurance

RM’000
Net

RM’000

At 1 January 2013 83,215 (23,900) 59,315

Movement during the year 26 9,053 513 9,566

At 31 December 2013/1 January 2014 92,268 (23,387) 68,881

Movement during the year 26 8,154 391 8,545

At 31 December 2014 100,422 (22,996) 77,426

6.	 Investment properties

Group Note
2014

RM’000
2013

RM’000

At 1 January 5,600 4,962

Change in fair value recognised in profit or loss 25 - 638

Disposal (2,300) -

At 31 December 3,300 5,600

Included in the above are: 

At fair value

Freehold land 730 2,492

Long term leasehold land - 538

Buildings 2,570 2,570

3,300 5,600

	 The fair values of investment properties are determined by C H Williams Talhar & Wong Sdn Bhd and VPC Alliance Sdn Bhd, independent 
professional qualified valuers using the comparison method. 

	 The following are recognised in profit or loss in respect of investment properties:

Group Note
2014

RM’000
2013

RM’000

Rental income 23 124 96

Direct operating expenses

-	 income generating investment properties (4) (8)
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6.	 Investment properties (continued)

6.1	 Fair value information

	 Fair value of investment properties are categorised as follows:

2014 2013

Group
Level 1

RM’000
Level 2

RM’000
Level 3

RM’000
Total

RM’000
Level 1

RM’000
Level 2

RM’000
Level 3

RM’000
Total

RM’000

Freehold land - 730 - 730 - 2,492 - 2,492

Long term leasehold land - - - - - 538 - 538

Buildings - 2,570 - 2,570 - 2,570 - 2,570

- 3,300 - 3,300 - 5,600 - 5,600

Level 2 fair value

	 Level 2 fair values of land and buildings have been generally derived using the sales comparison approach. Sales price of 
comparable properties in close proximity are adjusted for differences in key attributes such as property size. The most significant 
input into this valuation approach is price per square foot of comparable land and buildings.

7.	 Investments in subsidiaries

Company
2014

RM’000
2013

RM’000

At cost

Unquoted shares 1,128,699 1,084,521

	 The principal activities of the subsidiaries, the place of incorporation and the interest of the Company are as follows:

Name of subsidiary Principal activity
Country of 

incorporation

Effective ownership interest

2014
%

2013
%

Allianz Life Insurance Malaysia Berhad  
(“ALIM”)

Underwriting life 
insurance

Malaysia 100 100

Allianz General Insurance Company (Malaysia) 
Berhad (“AGIC”)

Underwriting general 
insurance

Malaysia 100 100

Bright Mission Berhad (“BMB”) Investment holding Malaysia 100 100
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8.	 Investments 

Group
2014

RM’000
2013

RM’000

Malaysian government securities 3,256,312 2,779,520

Malaysian government guaranteed bonds 1,644,967 1,376,803

Ringgit denominated bonds by foreign issuers in Malaysia 220,438 221,427

Quoted equity securities of corporations in Malaysia 777,985 795,603

Quoted equity securities of corporations outside Malaysia 819 880

Unquoted equity securities of corporations in Malaysia 2,147 2,147

Unquoted bonds of corporations in Malaysia 2,541,369 2,113,550

Quoted unit trusts in Malaysia 57,844 52,797

Unquoted unit trusts in Malaysia 2,980 5,390

Unquoted unit trusts outside Malaysia 54,337 50,676

Structured deposits with licensed financial institutions 274,273 227,719

Malaysian government guaranteed loans 260,000 260,000

Mortgage loans 9,598 70

Policy loans 13,975 12,515

Automatic premium loans 79,918 73,239

Fixed and call deposits with:

	 Licensed banks 11,279 25,073

9,208,241 7,997,409

	 Financial investments are summarised by categories as follows:

Current Non-current Total

Group Note
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Held-to-maturity financial assets (“HTM”) (a) 30,000 15,000 1,635,180 1,308,892 1,665,180 1,323,892

Available-for-sale financial assets (“AFS”) (b) 3,819,744 3,506,027 - - 3,819,744 3,506,027

Loans and receivables (“LAR”) (c) 177,859 180,842 196,911 190,055 374,770 370,897

Fair value through profit or loss (“FVTPL”)

-	 Held for trading (“HFT”) (d) 1,317,769 917,651 - - 1,317,769 917,651

-	 Designated upon initial recognition 
(“DUIR”) (e) 2,030,778 1,878,942 - - 2,030,778 1,878,942

7,376,150 6,498,462 1,832,091 1,498,947 9,208,241 7,997,409
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8.	 Investments (continued) 

(a)	H eld-to-maturity financial assets

Group

Amortised cost
2014

RM’000

Fair value
2014

RM’000

Amortised cost
2013

RM’000

Fair value
2013

RM’000

Malaysian government securities 945,957 938,883 680,270 669,761

Malaysian government guaranteed bonds 619,370 613,090 543,837 522,711

Ringgit denominated bonds by foreign  
issuers in Malaysia 99,853 100,909 99,785 101,848

1,665,180 1,652,882 1,323,892 1,294,320

(b)	 Available-for-sale financial assets

Fair value

Group
2014

RM’000
2013

RM’000

Malaysian government securities 1,568,615 1,429,453

Malaysian government guaranteed bonds 603,060 475,667

Ringgit denominated bonds by foreign issuers in Malaysia 53,590 54,033

Quoted equity securities of corporations in Malaysia 345,668 415,481

Unquoted bonds of corporations in Malaysia 1,025,763 957,361

Quoted unit trusts in Malaysia 54,952 48,659

Unquoted unit trusts in Malaysia 1,130 4,164

Unquoted unit trusts outside Malaysia 41,676 36,185

Structured deposits with licensed financial institutions 123,143 82,877

3,817,597 3,503,880

Cost

Group
2014

RM’000
2013

RM’000

Unquoted equity securities of corporations in Malaysia 2,147 2,147

Total available-for-sale financial assets 3,819,744 3,506,027
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8.	 Investments (continued) 

(c)	 Loans and receivables

Group

Amortised cost
2014

RM’000

Fair value
2014

RM’000

Amortised cost
2013

RM’000

Fair value
2013

RM’000

Malaysian government guaranteed loans 260,000 260,000 260,000 260,000

Mortgage loans 9,598 9,598 70 70

Policy loans 13,975 13,975 12,515 12,515

Automatic premium loans 79,918 79,918 73,239 73,239

Fixed and call deposits with:

	 Licensed banks 11,279 11,279 25,073 25,073

374,770 374,770 370,897 370,897

(d)	 FVTPL – Held for trading

Fair value

Group
2014

RM’000
2013

RM’000

Malaysian government securities 262,350 161,721

Malaysian government guaranteed bonds 164,687 106,742

Ringgit denominated bonds by foreign issuers in Malaysia 5,121 5,193

Quoted equity securities of corporations in Malaysia 432,317 380,122

Quoted equity securities of corporations outside Malaysia 819 880

Unquoted bonds of corporations in Malaysia 405,115 217,943

Quoted unit trusts in Malaysia 2,892 4,138

Unquoted unit trusts in Malaysia 1,850 1,226

Unquoted unit trusts outside Malaysia 12,661 14,491

Structured deposits with licensed financial institutions 29,957 25,195

1,317,769 917,651

(e)	 FVTPL - Designated upon initial recognition

Fair value

Group
2014

RM’000
2013

RM’000

Malaysian government securities 479,390 508,076

Malaysian government guaranteed bonds 257,850 250,557

Ringgit denominated bonds by foreign issuers in Malaysia 61,874 62,416

Unquoted bonds of corporations in Malaysia 1,110,491 938,246

Structured deposits with licensed financial institutions 121,173 119,647

2,030,778 1,878,942

Total fair value through profit or loss financial investments 3,348,547 2,796,593



Notes to the financial statements 

Allianz Malaysia Berhad (12428-W)206

8.	 Investments (continued) 

	 Carrying values of financial investments

Group Note
HTM

RM’000
AFS

RM’000
LAR

RM’000
HFT

RM’000
DUIR

RM’000
Total

RM’000

At 1 January 2013 1,123,735 3,095,574 357,666 547,550 1,703,247 6,827,772

Purchases/placements 209,920 1,200,355 12,327,372 569,961 493,375 14,800,983

Maturities (10,000) (296,500) (12,314,141) (9,500) (92,028) (12,722,169)

Disposals - (479,647) - (214,107) (158,691) (852,445)

Fair value gains/(losses) recorded in:

•	 Profit or loss:

-	 Unrealised gains/(losses) 25 - - - 26,092 (65,949) (39,857)

-	 Unrealised foreign exchange
	 losses - - - (2,552) - (2,552)

-	 Movement in impairment 
	 allowance 25 - (4,497) - - - (4,497)

•	 Other comprehensive income 20.3 - (42,937) - - - (42,937)

•	 Insurance contract liabilities 17(a) - 37,727 - - - 37,727

Accretion of discounts 1,006 1,847 - 513 2,102 5,468

Amortisation of premiums (769) (5,895) - (306) (3,114) (10,084)

At 31 December 2013/ 
At 1 January 2014 1,323,892 3,506,027 370,897 917,651 1,878,942 7,997,409

Purchases/placements 355,944 980,001 14,616,986 727,635 280,982 16,961,548

Maturities (15,000) (337,000) (14,613,113) (53,960) (88,951) (15,108,024)

Disposals - (273,309) - (245,214) (45,269) (563,792)

Fair value gains/(losses) recorded in:

•	 Profit or loss:

-	 Unrealised (losses)/gains 25 - - - (28,241) 5,926 (22,315)

-	 Unrealised foreign exchange
	 losses - - - (628) - (628)

-	 Movement in impairment
	 allowance 25 - (22,120) - - - (22,120)

•	 Other comprehensive income 20.3 - (2,209) - - - (2,209)

•	 Insurance contract liabilities 17(a) - (31,544) - - - (31,544)

Accretion of discounts 1,256 3,718 - 956 1,853 7,783

Amortisation of premiums (912) (3,820) - (430) (2,705) (7,867)

At 31 December 2014 1,665,180 3,819,744 374,770 1,317,769 2,030,778 9,208,241
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8.	 Investments (continued)

Company
2014

RM’000
2013

RM’000

Fixed and call deposits with:

Licensed banks 11,279 19,916

	 Financial investments are summarised by category as follows:

 Current Total

Company
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Loans and receivables (“LAR”) 11,279 19,916 11,279 19,916

	 Loans and receivables

Company

Amortised cost
2014

RM’000

Fair value
2014

RM’000

Amortised cost
2013

RM’000

Fair value
2013

RM’000

Fixed and call deposits with:

Licensed banks 11,279 11,279 19,916 19,916

	 Carrying values of financial investments

Company
LAR

RM’000
Total

RM’000

At 1 January 2013 10,500 10,500

Placements 9,416 9,416

At 31 December 2013/1 January 2014 19,916 19,916

Maturities (8,637) (8,637)

At 31 December 2014 11,279 11,279

9.	 Insurance receivables

Group Note
2014

RM’000
2013

RM’000

Current
Due premiums including agents, brokers and co-insurers balances 162,444 144,338

Due from reinsurers and cedants 56,061 35,097

Due from holding company 9.1 14 20

Due from related companies 9.2 126 1,776

Group claims receivables 1,327 1,167

219,972 182,398

Less: Allowance for impairment 39.1(ii) (22,359) (19,357)

197,613 163,041
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9.	 Insurance receivables (continued)

9.1 	 Amount due from holding company

	 The amount due from holding company is unsecured.

9.2 	 Amount due from related companies

	 The amount due from related companies is unsecured.

10.	 Other receivables, deposits and prepayments 

Group Note
2014

RM’000
2013

RM’000

Non-current

Other receivables

Other receivables, deposits and prepayments 9,563 6,664

Malaysian Institute of Insurance (“MII”) bonds 590 590

10,153 7,254

Staff loans

Mortgage loans 3,834 3,348

Other secured loans 676 549

4,510 3,897

14,663 11,151

Current

Other receivables

Other receivables, deposits and prepayments 89,609 75,250

Sundry deposits 871 647

Less: Allowance for impairment 39.1(ii) (6,363) (3,906)

84,117 71,991

Income due and accrued 88,712 75,779

Due from holding company 10.1 3 17

Due from related companies 10.2 2,514 2,207

Due from inter-fund 14 48,509 13,473

223,855 163,467

Staff loans

Mortgage loans 513 488

Other secured loans 286 263

799 751

224,654 164,218

Total 239,317 175,369
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10.	 Other receivables, deposits and prepayments (continued)

10.1	 Amount due from holding company

	 The amount due from holding company is unsecured, interest free and repayable on demand.

10.2	 Amount due from related companies

	 The amount due from related companies is unsecured, interest free and repayable on demand.

Company Note
2014

RM’000
2013

RM’000

Non-current

Other receivables

Other receivables, deposits and prepayments 524 305

Staff loans

Mortgage loans 679 746

Other secured loans 103 63

782 809

1,306 1,114

Current

Other receivables

Other receivables, deposits and prepayments 837 753

Income due and accrued 470 181

Due from subsidiaries 10.3 24,037 3,101

25,344 4,035

Staff loans

Mortgage loans 98 84

Other secured loans 31 17

129 101

25,473 4,136

Total 26,779 5,250

10.3 	 Amount due from subsidiaries

	 The amount due from subsidiaries is unsecured, interest free and repayable on demand.
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11.	 Reinsurance assets

Group Note
2014

RM’000
2013

RM’000

Non-current

Reinsurance of insurance contracts

General insurance claims liabilities 545,423 477,376

Life insurance actuarial liabilities 69,928 77,440

615,351 554,816

Current

Reinsurance of insurance contracts

General insurance claims liabilities 476,186 376,283

General insurance premium liabilities 226,624 335,505

Life insurance actuarial liabilities 52 100

702,862 711,888

Total 17 1,318,213 1,266,704

12.	Benefits  and claims liabilities

Group
2014

RM’000
2013

RM’000

Current

Gross benefits and claims liabilities 185,571 131,250

Less: Recoverable from reinsurers (17,869) (13,392)

Net benefits and claims liabilities 167,702 117,858

13.	 Insurance payables

Group Note
2014

RM’000
2013

RM’000

Non-current

Performance bond deposits 13.1 17,997 18,489

Current

Due to reinsurers and cedants 116,786 107,995

Due to agents, brokers, co-insurers and insurers 130,103 135,400

Due to related companies 13.2 42,964 27,453

Performance bond deposits 13.1 45,327 47,896

335,180 318,744

Total 353,177 337,233



Notes to the financial statements 

211Annual Report 2014

13.	 Insurance payables (continued)

13.1	 Performance bond deposits

	 Performance bond deposits are collateral deposits received from policyholders for guarantees issued on behalf of policyholders.

13.2	 Amount due to related companies

	 The amount due to related companies is unsecured.

14.	 Other payables and accruals

Group Note
2014

RM’000
2013

RM’000

Non-current

Other payables 14.1 43,418 51,776

Finance lease liabilities 14.2 - 2

Due to holding company 14.4 54,300 54,300

97,718 106,078

Current

Other payables and accrued expenses 14.1 220,972 232,145

Finance lease liabilities 14.2 3 19

Due to inter-fund 10 48,509 13,473

Due to related companies 14.3 7,113 67

276,597 245,704

Total 374,315 351,782

Company

Non-current

Due to holding company 14.4 54,300 54,300

Current

Other payables and accrued expenses 22,071 3,056

Due to a subsidiary 14.3 177,383 133,205

199,454 136,261

Total 253,754 190,561

14.1	 Other payables and accrued expenses

	 Included in other payables and accrued expenses of the Group is an amount of RM65,336,000 (2013: RM70,509,000) relating to 
premium received in advance and RM19,001,000 (2013: RM19,758,000) relating to premium deposits.
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14.	  Other payables and accruals (continued)

14.2	 Finance lease liabilities

Group

Minimum lease
payments

2014
RM’000

Interest
2014

RM’000

Principal
2014

RM’000

Less than one year 3 - 3

Between one and five years - - -

3 - 3

Group

Minimum lease
payments

2013
RM’000

Interest
2013

RM’000

Principal
2013

RM’000

Less than one year 20 1 19

Between one and five years 2 - 2

22 1 21

14.3	 Amounts due to a subsidiary and related companies

	 The amounts due to a subsidiary and related companies are unsecured, interest free and repayable on demand.

14.4	 Advance from holding company – Group and Company

	 Advance from Allianz SE

	 The Company has on 27 December 2012 entered into an advance agreement (“Advance Agreement”) with its holding company, 
Allianz SE, for a 5-year term loan facility of up to the principal amount of Euro equivalent of RM54.3 million to be made available 
by Allianz SE to the Company (“Advance”), upon the terms and conditions as stipulated in the Advance Agreement. The term loan 
is unsecured, subject to interest at 4.3% per annum and repayable in 2018.

	 The Advance will be utilised by the Company for general working capital purposes and to finance the business expansion of its 
life insurance subsidiary.

 
15.	 Subordinated loan 

15.1	 Subordinated loan to subsidiary company – Company 

	 Subordinated loan to Allianz Life Insurance Malaysia Berhad (“ALIM”)

Company
2014

RM’000
2013

RM’000

Non-current

Subordinated loan to a subsidiary 54,300 54,300
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15.	 Subordinated loan (continued)

15.1	 Subordinated loan to subsidiary company – Company (continued)

	 Subordinated loan to Allianz Life Insurance Malaysia Berhad (“ALIM”) (continued)

	 The Company has on 7 January 2013, entered into a facility agreement (“Facility Agreement”) with ALIM to make available 
to ALIM, a subordinated loan of up to the aggregate principal amount of RM73.0 million only (“Facility”) upon the terms and 
conditions as stipulated in the Facility Agreement. The subordinated loan is unsecured, subject to interest at 4.5% per annum and 
repayable in 2023.

	 The proceeds from the Facility is utilised by ALIM as subordinated loan for general working capital purposes including business 
expansion.

16.	 Deferred tax assets and liabilities

16.1	 Recognised deferred tax assets/(liabilities) are attributable to the following:
	

Assets Liabilities Net

Group
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Property, plant and equipment 260 260 (15,199) (15,333) (14,939) (15,073)

Intangible assets - - (461) (369) (461) (369)

Provisions 18,267 21,078 - - 18,267 21,078

Available-for-sale fair value 
reserve 4,339 3,861 (5,632) (8,232) (1,293) (4,371)

Impairment 1,853 1,853 - - 1,853 1,853

Fair value movement recognised 
in profit or loss - - (2,308) (1,771) (2,308) (1,771)

Unallocated surplus - - (126,185) (107,387) (126,185) (107,387)

Amortisation/(Net accretion) 96 - - (13) 96 (13)

Other items 3,515 - - (3,044) 3,515 (3,044)

Tax assets/(liabilities) 28,330 27,052 (149,785) (136,149) (121,455) (109,097)

Set off (7,008) (8,970) 7,008 8,970 - -

Net tax assets/(liabilities) 21,322 18,082 (142,777) (127,179) (121,455) (109,097)

Company

Property, plant and equipment - - (32) (25) (32) (25)

Net tax liabilities - - (32) (25) (32) (25)

	 Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current 
tax liabilities and they relate to income taxes levied by the same tax authority on the same taxable entity.
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17.	 Insurance contract liabilities

2014 2013

Group Note
Gross

RM’000
Reinsurance

RM’000
Net

RM’000
Gross

RM’000
Reinsurance

RM’000
Net

RM’000

Life insurance (a) 5,494,649 (69,980) 5,424,669 4,667,930 (77,540) 4,590,390

General insurance (b) 3,327,243 (1,248,233) 2,079,010 3,102,183 (1,189,164) 1,913,019

8,821,892 (1,318,213) 7,503,679 7,770,113 (1,266,704) 6,503,409

Note 11 Note 11

(a) 	 Life insurance

	 Life insurance contract liabilities consist of:

2014 2013

Group Note
Gross

RM’000
Reinsurance

RM’000
Net

RM’000
Gross

RM’000
Reinsurance

RM’000
Net

RM’000

Actuarial liabilities 4,694,730 (69,980) 4,624,750 3,956,026 (77,540) 3,878,486

Unallocated surplus 69,138 - 69,138 67,830 - 67,830

Available-for-sale fair 
value reserve 70,777 - 70,777 99,797 - 99,797

Net assets value 
attributable to 
unitholders 34 658,223 - 658,223 542,496 - 542,496

Revaluation reserve 1,781 - 1,781 1,781 - 1,781

5,494,649 (69,980) 5,424,669 4,667,930 (77,540) 4,590,390
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17.	 Insurance contract liabilities (continued)

(a)	 Life insurance (continued)

Gross Reinsurance

Group
With DPF

RM’000

Without
DPF

RM’000
Total

RM’000
With DPF

RM’000

Without
DPF

RM’000
Total

RM’000
Net

RM’000

At 1 January 2013 2,590,521 1,290,132 3,880,653 (2,558) (83,978) (86,536) 3,794,117

Premiums received (Note 22) 465,933 1,133,872 1,599,805 (9,502) (91,646) (101,148) 1,498,657

Liabilities paid for death, 
maturities, surrenders, 
benefits and claims 
(Note 27) (121,037) (356,946) (477,983) 7,917 75,604 83,521 (394,462)

Benefits and claims 
experience variation 2,862 (39,049) (36,187) 703 18,473 19,176 (17,011)

Fees deducted (61,133) (388,073) (449,206) 1,012 5,830 6,842 (442,364)

Expected interest on reserve/
net investment income 
attributable to Universal 
Life Fund 111,870 35,539 147,409 (129) (2,502) (2,631) 144,778

Adjustments due to changes 
in assumptions 61,858 (41,791) 20,067 2,557 679 3,236 23,303

Net asset value attributable to 
unitholders (Note 34) - 55,833 55,833 - - - 55,833

Available-for-sale fair value 
reserve (Note 8) 37,727 - 37,727 - - - 37,727

Unallocated surplus (107,170) - (107,170) - - - (107,170)

Deferred tax effect:  
(Note 29.3)

-	 Available-for-sale fair 
value reserve (3,018) - (3,018) - - - (3,018)

At 31 December 2013 2,978,413 1,689,517 4,667,930 - (77,540) (77,540) 4,590,390



Notes to the financial statements 

217Annual Report 2014

17.	 Insurance contract liabilities (continued)

(a)	 Life insurance (continued)

Gross Reinsurance

Group
With DPF

RM’000

Without
DPF

RM’000
Total

RM’000
With DPF

RM’000

Without
DPF

RM’000
Total

RM’000
Net

RM’000

At 1 January 2014 2,978,413 1,689,517 4,667,930 - (77,540) (77,540) 4,590,390

Premiums received (Note 22) 419,571 1,414,185 1,833,756 (9,939) (125,187) (135,126) 1,698,630

Liabilities paid for death, 
maturities, surrenders, 
benefits and claims  
(Note 27) (139,362) (474,248) (613,610) 7,551 101,379 108,930 (504,680)

Benefits and claims 
experience variation 13,973 (59,756) (45,783) 939 20,161 21,100 (24,683)

Fees deducted (43,945) (429,748) (473,693) 1,449 11,344 12,793 (460,900)

Expected interest on reserve/
net investment income 
attributable to Universal 
Life Fund 129,459 41,815 171,274 - (2,667) (2,667) 168,607

Adjustments due to changes 
in assumptions (8,630) (2,144) (10,774) - 2,530 2,530 (8,244)

Net asset value attributable to 
unitholders (Note 34) - (6,739) (6,739) - - - (6,739)

Available-for-sale fair value 
reserve (Note 8) (31,544) - (31,544) - - - (31,544)

Unallocated surplus 1,308 - 1,308 - - - 1,308

Deferred tax effect:  
(Note 29.3)

-	 Available-for-sale fair 
value reserve 2,524 - 2,524 - - - 2,524

At 31 December 2014 3,321,767 2,172,882 5,494,649 - (69,980) (69,980) 5,424,669
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17.	 Insurance contract liabilities (continued)

(b) 	G eneral insurance

	 General insurance contract liabilities consist of:

2014 2013

Group Note
Gross

RM’000
Reinsurance

RM’000
Net

RM’000
Gross

RM’000
Reinsurance

RM’000
Net

RM’000

Provision for claims reported by 
policyholders 1,713,357 (737,488) 975,869 1,564,159 (653,973) 910,186

Provision for incurred but not 
reported claims (“IBNR”) 637,523 (284,120) 353,403 528,933 (199,685) 329,248

Provision for outstanding claims 17.1 2,350,880 (1,021,608) 1,329,272 2,093,092 (853,658) 1,239,434

Provision for unearned premiums 17.2 976,363 (226,625) 749,738 1,009,091 (335,506) 673,585

3,327,243 (1,248,233) 2,079,010 3,102,183 (1,189,164) 1,913,019

17.1	 Provision for outstanding claims

2014 2013

Group Note
Gross

RM’000
Reinsurance

RM’000
Net

RM’000
Gross

RM’000
Reinsurance

RM’000
Net

RM’000

At 1 January 2,093,092 (853,658) 1,239,434 1,921,454 (872,567) 1,048,887

Claims incurred in the current 
accident year 1,302,767 (313,069) 989,698 1,148,400 (272,749) 875,651

Other movements in claims 
incurred in prior accident years (58,126) (9,577) (67,703) (181,327) 121,303 (60,024)

Claims paid during the year 27 (986,853) 154,696 (832,157) (795,435) 170,355 (625,080)

At 31 December 2,350,880 (1,021,608) 1,329,272 2,093,092 (853,658) 1,239,434

17.2	 Provision for unearned premiums

2014 2013

Group Note
Gross

RM’000
Reinsurance

RM’000
Net

RM’000
Gross

RM’000
Reinsurance

RM’000
Net

RM’000

At 1 January 1,009,091 (335,506) 673,585 760,888 (211,368) 549,520

Premiums written in the year 22 2,134,307 (502,451) 1,631,856 1,978,653 (498,832) 1,479,821

Premiums earned during the year (2,167,035) 611,332 (1,555,703) (1,730,450) 374,694 (1,355,756)

At 31 December 976,363 (226,625) 749,738 1,009,091 (335,506) 673,585
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18.	 Derivative financial assets/(liabilities)

Group
Nominal value

RM’000
Assets

RM’000
Liabilities

RM’000

2014

Derivative held for trading at fair value through profit or loss:

	 Collateralised forward starting interest rate swap 400,000 6,958 (161)

	 Put option 50,000 711 - 

450,000 7,669 (161)

2013

Derivative held for trading at fair value through profit or loss:

	 Collateralised forward starting interest rate swap 400,000 - (20,950)

	 Put option 49,999 - - 

449,999 - (20,950)

19.	 Share capital

2014 2013

Group and Company
Amount
RM’000

Number of
shares

’000
Amount
RM’000

Number of
shares

’000

Authorised:

Ordinary shares of RM1 each

As at 1 January/31 December 600,000 600,000 600,000 600,000

Irredeemable Convertible Preference Shares 
(“ICPS”) of RM1 each

As at 1 January/31 December 400,000 400,000 400,000 400,000

Issued and fully paid shares classified as equity 
instruments:

Ordinary shares of RM1 each

As at 1 January 160,752 160,752 158,636 158,636

Issued during the year 6,736 6,736 2,116 2,116

As at 31 December 167,488 167,488 160,752 160,752

Irredeemable Convertible Preference Shares of 
RM1 each

As at 1 January 185,454 185,454 187,570 187,570

Conversion during the year (6,736) (6,736) (2,116) (2,116)

As at 31 December 178,718 178,718 185,454 185,454

	 During the financial year, the Group and the Company issued 6,736,325 (2013: 2,115,800) ordinary shares of RM1 each at par via 
conversion of ICPS of RM1 each.
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19.	 Share capital (continued)

	 Ordinary shares

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

	 Irredeemable Convertible Preference Shares (“ICPS”)

	 Holders of ICPS receive a non-cumulative preferential dividend equivalent to 1.2 times of the dividend rate of the ordinary shares declared 
for the same financial year/period and calculated based on the nominal value of the ICPS at the Company’s discretion. The ICPS holders 
do not carry the right to vote at any general meeting except for when the dividend or part of the dividend is in arrears for more than 6 
months, on a proposal to wind-up of the Company, during the winding-up of the Company, on a proposal that affect the rights attached 
to the shares ICPS, on a proposal to reduce the Company’s share capital or on a proposal for the disposal of the whole of the Company’s 
property, business and undertaking. 

	 In the event of repayment of capital by AMB (including any cancellation of capital which is lost or unrepresented by assets), each ICPS 
holder will be entitled to participate in such repayment and shall rank pari passu with the existing ordinary shareholders.

20.	 Reserves

Group Note
2014

RM’000
2013

RM’000

Share premium 20.1 424,823 424,823

Revaluation reserve 20.2 25,111 25,122

Fair value reserve 20.3 (14,493) (12,838)

Life non-participating fund surplus 378,554 322,160

Retained earnings 20.4 1,129,578 918,709

1,943,573 1,677,976

Company

Share premium 20.1 424,823 424,823

Retained earnings 208,869 217,424

633,692 642,247

20.1	 Share premium

Group and Company
2014

RM’000
2013

RM’000

At 1 January/31 December 424,823 424,823
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20.	 Reserves (continued)

20.2	 Revaluation reserve

	 The revaluation reserve relates to the revaluation of owner occupied properties for the general business and shareholders’ fund.

	 Owner occupied properties are stated at valuation based on revaluation conducted by independent professional qualified valuers 
using the comparison method.

Group
2014

RM’000
2013

RM’000

At 1 January 25,122 25,122

Realisation of revaluation gain due to disposal of property, plant and equipment (11) -

Effect of tax - -

At 31 December 25,111 25,122

20.3	 Fair value reserve

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

Group Note
2014

RM’000
2013

RM’000

Fair value reserve

At 1 January (12,838) 19,347

Net loss arising during the year 8 (2,209) (42,937)

Effect of tax 554 10,752

At 31 December (14,493) (12,838)

20.4	 Retained earnings 

	 Restriction on payment of dividends

	 Pursuant to the RBC Framework for Insurers, the insurance subsidiaries of the Group (“Insurance Subsidiaries”) shall not pay 
dividends if the Capital Adequacy Ratio position of the Insurance Subsidiaries is less than Insurance Subsidiaries’ internal target 
capital level or if the payment of dividends would impair Insurance Subsidiaries’ Capital Adequacy Ratio position to below 
Insurance Subsidiaries’ internal target.

	 Additionally, pursuant to Section 51(1) of the FSA, the Company’s insurance subsidiaries are required to obtain written approval 
prior to declaring or paying any dividend on its shares with effect from financial year beginning on 1 January 2014.
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21.	 Operating revenue

Group Note
2014

RM’000
2013

RM’000

Gross earned premiums 22(a) 4,000,791 3,330,255

Investment income 23 375,393 319,134

4,376,184 3,649,389

Company

Investment income 23 23,196 44,656

22.	 Net earned premiums

Group Note
2014

RM’000
2013

RM’000

(a)	G ross premiums

Insurance contracts:

	 Life  17(a) 1,833,756 1,599,805

	 General 17.2 2,134,307 1,978,653

3,968,063 3,578,458

Change in unearned premiums provision:

	 Life - -

	 General 32,728 (248,203)

Gross earned premiums 4,000,791 3,330,255

(b)	 Premiums ceded

Insurance contracts:

	 Life  17(a) (135,126) (101,148)

	 General 17.2 (502,451) (498,832)

(637,577) (599,980)

Change in unearned premiums provision:

	 Life - -

	 General (108,881) 124,138

Premiums ceded to reinsurers (746,458) (475,842)

Net earned premiums 3,254,333 2,854,413
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23.	 Investment income 

Group Note
2014

RM’000
2013

RM’000

Rental of premises from:

-	 Investment properties 6 124 96

-	 Owner occupied properties 93 56

Fair value through profit or loss - Held for trading financial assets

Coupon income from:

-	 Malaysian government securities 8,870 3,723

-	 Malaysian government guaranteed bonds 5,795 2,747

-	 Ringgit denominated bonds by foreign issuers in Malaysia 244 246

-	 Unquoted bonds of corporations in Malaysia 14,590 8,025

Dividend income from:

-	 Quoted equity securities of corporations in Malaysia 11,794 11,485

-	 Quoted unit trusts in Malaysia 271 225

Interest income from/(to) licensed financial institutions:

-	 Structured deposits 646 1,576

-	 Collateralised forward starting interest rate swap 148 (7)

Accretion of discounts on:

-	 Malaysian government securities 276 67

-	 Malaysian government guaranteed bonds 351 145

-	 Unquoted bonds of corporations in Malaysia 30 18

-	 Structured deposits 299 283

Amortisation of premiums on:

-	 Malaysian government securities (86) (79)

-	 Malaysian government guaranteed bonds (27) (24)

-	 Unquoted bonds of corporations in Malaysia (317) (203)
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23.	 Investment income (continued)

Group
2014

RM’000
2013

RM’000

Available-for-sale financial assets

Coupon income from:

-	 Malaysian government securities 58,453 50,577

-	 Malaysian government guaranteed bonds 20,914 15,445

-	 Ringgit denominated bonds by foreign issuers in Malaysia 2,397 2,871

-	 Unquoted bonds of corporations in Malaysia 43,825 39,987

Dividend income from:

-	 Quoted equity securities of corporations in Malaysia 9,775 11,947

-	 Quoted unit trusts in Malaysia 5,165 3,190

Accretion of discounts on:

-	 Malaysian government securities 57 7

-	 Malaysian government guaranteed bonds 3,277 1,816

-	 Ringgit denominated bonds by foreign issuers in Malaysia 4 24

-	 Structured deposits 380 -

Amortisation of premiums on:

-	 Malaysian government securities (2,613) (5,135)

-	 Malaysian government guaranteed bonds (38) (38)

-	 Unquoted bonds of corporations in Malaysia (1,169) (722)

Interest income from licensed financial institutions:

-	 Structured deposits 4,168 2,915
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23.	 Investment income (continued)

Group
2014

RM’000
2013

RM’000

Held-to-maturity financial assets

Coupon income from:

-	 Malaysian government securities 33,031 25,345

-	 Malaysian government guaranteed bonds 25,600 22,070

-	 Ringgit denominated bonds by foreign issuers in Malaysia 4,441 4,488

Accretion of discounts on:

-	 Malaysian government securities 636 411

-	 Malaysian government guaranteed bonds 552 530

-	 Ringgit denominated bonds by foreign issuers in Malaysia 68 65

Amortisation of premiums on:

-	 Malaysian government securities (798) (662)

-	 Malaysian government guaranteed bonds (114) (107)

Fair value through profit or loss - Designated upon initial recognition financial assets

Coupon income from:

-	 Malaysian government securities 21,615 21,247

-	 Malaysian government guaranteed bonds 10,506 8,362

-	 Ringgit denominated bonds by foreign issuers in Malaysia 2,791 2,795

-	 Unquoted bonds of corporations in Malaysia 50,896 44,923

Interest income from licensed financial institutions:

-	 Structured deposits 4,648 4,645

Accretion of discounts on:

-	 Malaysian government securities 183 145

-	 Malaysian government guaranteed bonds 409 351

-	 Ringgit denominated bonds by foreign issuers in Malaysia 7 6

-	 Unquoted bonds of corporations in Malaysia 49 455

-	 Structured deposits 1,205 1,145

Amortisation of premiums on:

-	 Malaysian government securities (1,608) (1,758)

-	 Malaysian government guaranteed bonds (75) (65)

-	 Unquoted bonds of corporations in Malaysia (1,022) (1,291)
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23.	 Investment income (continued)

Group
2014

RM’000
2013

RM’000

Loans and receivables

Interest income from:

-	 Malaysian government guaranteed loans 8,643 11,488

-	 Mortgage loans 640 5

-	 Policy loans 958 924

-	 Automatic premium loans 5,851 5,173

Interest income from licensed financial institutions:

-	 Fixed and call deposits 13,964 10,667

-	 Bank balances 4,621 6,514

375,393 319,134

Company

Dividend income from subsidiaries 19,823 41,527

Loans and receivables

Interest income from licensed financial institutions:

-	 Fixed and call deposits 929 726

Interest income on subordinated loan 2,444 2,403

23,196 44,656

24.	 Realised gains and losses

Group
2014

RM’000
2013

RM’000

Property, plant and equipment

Realised gains on disposal 144 -

Investment property

Realised loss on disposal (67) -

Financial assets

Realised gains on disposal:

-	 Malaysian government securities 202 5,699

-	 Quoted equity securities of corporations in Malaysia 69,110 57,819

-	 Quoted equity securities of corporations outside Malaysia 215 4

-	 Unquoted bonds of corporations in Malaysia - 2,583

-	 Quoted unit trusts in Malaysia 315 6,956

-	 Unquoted unit trusts in Malaysia 245 -

-	 Unquoted unit trusts outside Malaysia 86 73
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24.	 Realised gains and losses (continued)

Group
2014

RM’000
2013

RM’000

Realised losses on disposal:

-	 Malaysian government securities (753) (183)

-	 Malaysian government guaranteed bonds (13) -

-	 Quoted equity securities of corporations in Malaysia (42,459) (4,158)

-	 Quoted equity securities of corporations outside Malaysia (133) (68)

-	 Quoted unit trusts in Malaysia (14) -

-	 Unquoted unit trusts outside Malaysia (1,774) (1,144)

-	 Structured deposits (11) (3)

-	 Put options (1,780) (3,574)

Total realised gains for financial assets 23,236 64,004

Total net realised gains 23,313 64,004

Company

Property, plant and equipment

Realised gains on disposal 184 -

25.	 Fair value gains and losses

Group Note
2014

RM’000
2013

RM’000

Investment properties 6 - 638

Held for trading financial assets 8 (28,241) 26,092

Designated upon initial recognition financial assets 8 5,926 (65,949)

Derivatives 28,563 (29,141)

Total fair value gains/(losses) on financial assets at FVTPL 6,248 (68,998)

Impairment loss on AFS financial investments 8 (22,120) (4,497)

Total fair value losses (15,872) (72,857)
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26.	 Fee and commission 

(a)	 Fee and commission income

Group Note
2014

RM’000
2013

RM’000

Service charges 16,791 20,161

Deferred acquisition costs 5 391 513

Reinsurance commission income 81,603 73,510

Total fee and commission income 98,785 94,184

(b)	 Fee and commission expense

Group Note
2014

RM’000
2013

RM’000

Gross direct commission 583,048 544,471

Deferred acquisition costs 5 (8,154) (9,053)

Total fee and commission expense 574,894 535,418

27.	 Net benefits and claims

Group Note
2014

RM’000
2013

RM’000

(a) Gross benefits and claims paid
Insurance contracts:

	 Life 17(a) (613,610) (477,983)

	 General 17.1 (986,853) (795,435)

(1,600,463) (1,273,418)

(b) Claims ceded to reinsurers
Insurance contracts:

	 Life 17(a) 108,930 83,521

	 General 17.1 154,696 170,355

263,626 253,876

(c) Gross change in contract liabilities
Insurance contracts:

	 Life (855,739) (752,568)

	 General (257,788) (171,638)

(1,113,527) (924,206)

(d) Change in contract liabilities ceded to reinsurers
Insurance contracts:

	 Life (7,560) (8,996)

	 General 167,950 (18,909)

160,390 (27,905)

Net benefits and claims (2,289,974) (1,971,653)
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28.	Mana gement expenses

Group Note
2014

RM’000
2013

RM’000

Advertising and marketing expenses 34,350 28,098

Amortisation of intangible assets 4 14,902 15,166

Auditors’ remuneration:

-	 statutory audit fees, KPMG Malaysia 750 680

-	 non-audit fees, KPMG Malaysia 126 18

Insurance and other receivables:

-	 allowance/(reversal) for impairment loss 5,459 (1,311)

-	 bad debts recovered (204) (194)

-	 bad debts written off 937 1,055

Bank charges 11,961 10,735

Depreciation of property, plant and equipment 3 15,723 13,389

Executive directors’ emoluments 28.2 4,788 2,369

Non-executive directors’ fee and other emoluments 28.2 1,667 3,003

Employee benefits expense 28.1 198,577 199,956

Rental of office equipment 130 163

Rental of premises to third party 9,943 8,597

Other expenses 136,917 118,300

436,026 400,024

Company

Advertising and marketing expenses 12 2

Auditors’ remuneration:

-	 statutory audit fees, KPMG Malaysia 131 125

-	 non-audit fees, KPMG Malaysia 19 10

Bank charges 2 2

Depreciation of property, plant and equipment 3 241 231

Executive directors’ emoluments 28.2 492 341

Non-executive directors’ fee and other emoluments 28.2 455 431

Employee benefits expense 28.1 682 918

Rental of premises to third party 13 9

Other expenses 550 494

2,597 2,563
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28.	Mana gement expenses (continued)

28.1	 Employee benefits expense

 Group Company

2014
RM’000

2013
RM’000

2014
RM’000

2013
RM’000

Wages and salaries 154,108 157,673 535 802

Social security contributions 1,058 1,030 4 3

Contributions to Employees’ Provident Fund 22,522 21,177 80 82

Other benefits 20,889 20,076 63 31

198,577 199,956 682 918

28.2	 Key management personnel compensation

 Group Company

2014
RM’000

2013
RM’000

2014
RM’000

2013
RM’000

Executive directors:

Salaries and other emoluments 2,378 1,409 209 193

Bonus 2,388 947 261 135

Contribution to Employees’ Provident Fund 22 13 22 13

Estimated monetary value of benefits-in-kind 221 297 22 32

5,009 2,666 514 373

Non-executive directors#:

Fees 1,045 1,037 326 318

Other emoluments 622 1,966 129 113

Estimated monetary value of benefits-in-kind 30 54 - -

1,697 3,057 455 431

Other key management personnel*

Short term employee benefits 9,729 8,007 - -

#	 There is 1 non-executive director (2013: 1 non-executive director) not receiving remuneration from the Group and the 
Company during the financial year.

*	 Other key management personnel are defined as those persons having authority and responsibility for planning, directing 
and controlling the activities of the Group and of the Company either directly or indirectly.
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28.	Mana gement expenses (continued)

28.2	 Key management personnel compensation (continued) 

	 The number of executive and non-executive directors whose total remuneration and other emoluments received during the year 
falls within the following bands is:

Number of directors

Group Company

2014 2013 2014 2013

Executive directors:

Below RM1,000,000 1 1 3 2

RM1,000,000 and above 2 1 - -

Non-executive directors:

Below RM100,000 2 1 2 2

RM100,001 – RM200,000 - - 4 4

RM200,001 – RM300,000 1 1 - -

RM300,001 – RM400,000 2 2 - -

RM400,001 – RM500,000 - - - -

RM500,001 – RM600,000 - - - -

RM600,001 – RM700,000 - - - -

RM700,001 – RM800,000 1 1 - -

RM800,001 – RM900,000 - - - -

RM900,001 – RM1,000,000 - - - -

Above RM1,000,001 - 1 - -

28.3	 Chief executive officers remuneration

Group Company

2014
RM’000

2013
RM’000

2014
RM’000

2013
RM’000

Salaries and other emoluments 2,134 1,916 148 135

Bonus 2,324 1,601 197 90

Contribution to Employees’ Provident Fund 5 165 5 -

Estimated monetary value of benefits-in-kind 215 313 21 30

4,678 3,995 371 255

Amount included in employee benefits expense 4,678 3,995 371 255
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29.	 Tax expense

29.1	 Recognised in profit or loss

Group Company

Note
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

Current tax expense

Current year 108,748 98,400 225 736

Double taxation relief - (4,497) - -

Under/(Over) provision in prior years 3,444 (532) (172) (247)

112,192 93,371 53 489

Deferred tax expense

Origination and reversal of temporary differences 20,461 7,867 7 (15)

(Over)/Under provision in prior years (5,025) 72 - -

16.2 15,436 7,939 7 (15)

Tax expense 127,628 101,310 60 474

29.2	 Income tax recognised directly in other comprehensive income

Group
2014

RM’000
2013

RM’000

Fair value reserve

At 1 January (4,309) 6,443

Net loss arising from change in fair value (554) (10,752)

At 31 December (4,863) (4,309)

Revaluation reserve

At 1 January 5,965 5,965

Net gain arising from change in fair value - -

At 31 December 5,965 5,965
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29.	 Tax expense (continued)

29.3 	 Income tax recognised in insurance contract liabilities

Group Note
2014

RM’000
2013

RM’000

Available-for-sale fair value reserve

At 1 January 9,432 6,414

Net (loss)/gain arising from change in fair value 17(a) (2,524) 3,018

At 31 December 6,908 9,432

Revaluation reserve

At 1 January 132 132

Net gain arising from change in fair value - -

At 31 December 132 132

29.4 	 Reconciliation of tax expense

Group
2014

RM’000
2013

RM’000

Profit before tax 423,530 339,231

Tax at Malaysian tax rate of 25% (2013: 25%) 105,883 84,807

Tax rate differential of 17% in respect of life fund 2,667 2,026

Income not subject to tax (137,927) (121,550)

Section 110B tax credit set off (878) (837)

Expenses not deductible for tax purposes 161,562 141,724

Double taxation relief - (4,497)

Other items (2,098) 97

129,209 101,770

Over provision in prior years (1,581) (460)

Tax expense 127,628 101,310

Company

Profit before tax 20,155 39,640

Tax at Malaysian tax rate of 25% (2013: 25%) 5,039 9,910

Income not subject to tax (5,011) (10,035)

Expenses not deductible for tax purposes 204 861

Other items - (15)

232 721

Over provision in prior years (172) (247)

Tax expense 60 474
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29.	 Tax expense (continued)

29.4 	 Reconciliation of tax expense (continued)

i) 	 The income of the general business and life business shareholders’ fund is taxed at 25%. The income tax provided in the 
life fund for the current and previous financial year is in respect of investment income which is taxed at a reduced tax rate 
of 8% (2013: 8%) applicable for life insurance business and 25% (2013: 25%) on income other than investment income 
which is taxed under Section 60(8) of the Income Tax Act, 1967 (“Act”).

	 Previously, investment income and gains from disposal of investments from life fund was taxed twice, once at tax rate 
of 8% in the life fund and again at a tax rate of 25% when the surplus from life fund is transferred to shareholders’ 
fund. In a Gazette Order on 21 April 2008 and effective from year of assessment 2008 onwards, insurance companies 
are permitted a set-off (“Section 110B Credits”) from the total amount of tax imposed on the shareholders’ fund to 
overcome the incidence of double taxation.

	 Section 110B Credits are governed by a specific Inland Revenue Board (“IRB”) guideline issued on 5 November 2008 
which details the computation of said credits available to the shareholders’ fund of an insurance company. Section 110B 
Credits are applied before dividend tax credits when computing net tax payable to IRB.

ii) 	 Under Section 60(10A) of the Act, tax losses of the life fund are restricted for deduction against future statutory income 
of the life fund.

	 However, Section 60 is silent with regards to the utilisation of unabsorbed tax losses arising from the shareholders’ fund. 
The industry in general (including ALIM), has in the past, adopted the position that the tax losses of the shareholders’ 
fund should be preserved for utilisation against the taxable income from the same source. However, the tax authority has 
made adjustments to utilise the unabsorbed losses of the shareholders’ fund to offset against the income of the life fund 
based on the general provision of the Act. 

	 This will result in the tax losses from the shareholders’ fund (that would be taxed at the corporate rate) to be offset 
against the taxable income of the life fund (that would be taxed at a lower rate of 8%). 

	 Arising from the adjustments made by the tax authority, ALIM’s taxation beginning from year of assessment 2010, has 
been prepared without bringing forward unabsorbed tax losses of the shareholders’ fund.

	 The industry has appealed to the Ministry of Finance (“MOF”) to allow tax losses of the shareholders’ fund to be preserved 
for utilisation against the taxable income from the same source. The industry is still awaiting reply from MOF.

30.	 Earnings per ordinary share 

(a)	B asic earnings per ordinary share

	 The calculation of basic earnings per ordinary share at 31 December 2014 was based on the profit attributable to ordinary 
shareholders of RM295,902,000 (2013: RM237,921,000) and the weighted average number of ordinary shares in issue during 
the year of 165,779,000 (2013: 159,420,000).

Group 2014 2013

Profit attributable to ordinary shareholders (RM’000) 295,902 237,921

Weighted average number of shares in issue (‘000) 165,779 159,420

Basic earnings per ordinary share (sen) 178.49 149.24
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30.	 Earnings per ordinary share (continued)

(b) 	 Diluted earnings per ordinary share

	 The calculation of diluted earnings per ordinary share at 31 December 2014 was based on profit attributable to ordinary 
shareholders and the weighted average number of ordinary shares in issue after adjusting for the effects of all dilutive potential 
ordinary shares, calculated as follows:

Group 2014 2013

Profit attributable to ordinary shareholders (RM’000) 295,902 237,921

Weighted average number of shares in issue (‘000) 165,779 159,420

Effect of conversion of ICPS, including bonus element (‘000) 247,589 244,224

Diluted weighted average number of ordinary shares during the year (‘000) 413,368 403,644

Diluted earnings per ordinary share (sen) 71.58 58.94

31.	 Dividends

	 Dividends recognised by the Company are:

Sen per share
(single tier)

Total amount
RM’000

Date of
payment

2014

Final 2013 preference 3.00 5,383 6 August 2014

Final 2013 ordinary 2.50 4,169 6 August 2014

Interim 2014 preference 6.00 10,723 30 January 2015

Interim 2014 ordinary 5.00 8,375 30 January 2015

28,650

Sen per share
(single tier)

/(net of tax)
Total amount

RM’000
Date of

payment

2013

Final 2012 preference 7.80 14,566 6 August 2013

Final 2012 ordinary 4.88 7,774 6 August 2013

22,340
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32.	 Operating leases

32.1	 Leases as lessee

	 Total future minimum lease payments under non-cancellable operating leases are as follows:

Group
2014

RM’000
2013

RM’000

Less than one year 14,622 11,020

Between one and five years 18,445 11,127

33,067 22,147

	 The leases typically run for an initial period of 1-5 years, with an option to renew the leases. None of the leases include contingent 
rentals.

32.2	 Leases as lessor

	 The Group leases out its investment properties under operating leases (see Note 6). The future minimum lease receivables under 
non-cancellable leases are as follows:

Group
2014

RM’000
2013

RM’000

Less than one year 160 180

Between one and five years 218 40

378 220

33.	 Capital commitments

Group
2014

RM’000
2013

RM’000

Property, plant and equipment

Approved but not contracted for 70,434 62,563

Contracted but not provided for 11,716 6,488
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34.	 Investment-linked business

	 Investment-linked funds statement of assets and liabilities 

Group Note
2014

RM’000
2013

RM’000

Assets

Financial investments 498,823 464,341

Interest and dividend receivables and other receivables 10,109 6,326

Cash and cash equivalents 170,362 76,853

Total assets 679,294 547,520

Liabilities

Deferred tax liabilities 1,844 4,014

Other financial liabilities 4,784 -

Other payables 421 344

Benefits and claims liabilities 13,948 550

Current tax liabilities 74 116

Total liabilities 21,071 5,024

Net asset value of funds 17(a) 658,223 542,496

	 Investment-linked funds statement of income and expenditure for the year ended 31 December

Group Note
2014

RM’000
2013

RM’000

Investment income 18,971 18,205

Realised gains and losses 5,631 21,667

Fair value gains and losses (23,849) 29,010

Other operating income 7 6

760 68,888

Other operating expenses (8,284) (8,220)

(Loss)/Profit before tax (7,524) 60,668

Tax credit/(expense) 785 (4,835)

Net (loss)/profit for the year 17(a) (6,739) 55,833
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35.	 Operating segments

	 Segment information is presented in respect of the Group’s business segments. Each business segment is managed separately based on 
the Group’s management and internal reporting structure.

	 Performance is measured based on segment profit before tax, interest, depreciation and amortisation, as included in the internal 
management reports that are reviewed by the Group’s Chief Executive Officer (the chief operating decision maker). Segment profit is 
used to measure performance as management believes that such information is the most relevant in evaluating the results of certain 
segments relative to other entities that operate within these industries.

	 Segment assets

	 The total segment asset is measured based on all assets (including goodwill) of a segment, as included in the internal management 
reports that are reviewed by the Group’s Chief Executive Officer. Segment total asset is used to measure the return of assets of each 
segment.

	 Segment capital expenditure

	 Segmental capital expenditure is the total cost incurred during the year to acquire segment assets that are expected to be used for more 
than one period.

35.1	B usiness segments

	 The Group comprises the following main business segments:

Investment holding Investment holding

General insurance Underwriting of all classes of general insurance business

Life insurance Underwriting of all classes of life insurance business

35.2	G eographical segments

	 The Group operates predominantly in Malaysia and, accordingly, the Directors are of the opinion that the financial information by 
geographical segments of the Group’s operations is not necessary to be presented.
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35.	 Operating segments (continued)

Business segments

Investment
holding
RM’000

General
business 

RM’000
Life business

RM’000
Consolidated

RM’000

2014

Segment revenue 11,885 2,292,223 2,072,076 4,376,184

Segment results (1,714) 319,378 105,866 423,530

Profit before tax 423,530

Tax expense (127,628)

Profit for the year 295,902

Segment assets 384,197 5,286,994 6,495,535 12,166,726

Segment liabilities 84,404 3,676,475 6,116,068 9,876,947

Inter-segment revenue (24,926) - - (24,926)

Capital expenditure 103 14,527 4,331 18,961

Depreciation of property, plant and equipment 331 11,696 3,696 15,723

Amortisation of intangible assets - 10,031 4,871 14,902

Impairment loss on receivables - 4,606 853 5,459

Amortisation of premiums - 3,660 4,207 7,867

Accretion of discounts - (3,076) (4,707) (7,783)

2013

Segment revenue 11,221 1,838,088 1,800,080 3,649,389

Segment results (1,115) 258,250 82,096 339,231

Profit before tax 339,231

Tax expense (101,310)

Profit for the year 237,921

Segment assets 415,093 4,819,320 5,524,349 10,758,762

Segment liabilities 65,711 3,467,586 5,201,283 8,734,580

Inter-segment revenue (46,832) - - (46,832)

Capital expenditure 85 14,232 56,307 70,624

Depreciation of property, plant and equipment 1,205 8,900 3,284 13,389

Amortisation of intangible assets - 9,780 5,386 15,166

Reversal of allowance for impairment loss on 
receivables - (2,384) 1,073 (1,311)

Amortisation of premiums - 5,686 4,398 10,084

Accretion of discounts - (1,668) (3,800) (5,468)
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36.	 Related parties

36.1 	 Identity of related parties

	 For the purposes of these financial statements, parties are considered to be related to the Group or the Company if the Group or 
the Company has the ability, directly or indirectly, to control or jointly control the other party or exercise significant influence over 
the other party in making financial and operating decisions, or vice versa, or where the Group or the Company and the other party 
are subject to common control or common significant influence. Related parties may be individuals or other entities. 

	 Related parties also include key management personnel defined as those persons having authority and responsibility for planning, 
directing and controlling the activities of the Group or the Company either directly or indirectly. The key management personnel 
include all the Directors of the Group and the Company, and certain members of Senior Management Committee of the Group 
and the Company. Compensation of key management personnel have been disclosed in Note 28.2. Apart from this, there are no 
other transactions with key management personnel.

36.2	 The significant transactions with related parties are as follows:

Group

Amount
transacted for

the year ended
31 December

2014
RM’000

Amount
transacted for

the year ended
31 December

2013
RM’000

Trade

Ultimate holding company

Reinsurance premium (917) (151)

Related companies*

Reinsurance premium and commission (308,315) (244,670)

Motor insurance premium (244) (215)

(Payment)/Receipt of insurance premium (83) 62 

Non-trade

Ultimate holding company

Reimbursement/(Payment) of personnel expenses  101 (478)

Payment of global marketing expenses (1,551) (1,046)

Payment of advertisement cost (520) -

Payment of expenses made on behalf (129) (39)
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36. 	 Related parties (continued)

36.2 	 The significant transactions with related parties are as follows (continued):

Group

Amount
transacted for

the year ended
31 December

2014
RM’000

Amount
transacted for

the year ended
31 December

2013
RM’000

Non-trade (continued)

Immediate holding company 

Advance - 54,300

Interest expense on advance received (2,335) (2,297)

Related companies*

Redemption of investment in foreign unit trusts 1,727 765

Payment of service fees (7,706) (6,928)

Payment of other expenses (3,262) (3,001)

Payment of fund management and fees (783) (1,497)

Payment of personnel expenses (1,586) (1,365)

Payment of brokerage fees for purchases and disposals of equities - (21)

Payment of intranet portal network cost (222) (371)

Insurance payment (1,127) (146)

Rental expenses (391) (169)

Rental income 573 360

Reimbursement of sharing of common expenses 217 858

Sharing of asset and investment manager database expenses (543) (281)

Payment of purchases of various software licenses (91) (28)

Sharing of expenses of HR database platform and recruitment solution (59) (24)

Payment of relationship management fees (600) -

Reimbursement of investment management service fee 160 -

Payment of legal and risk management fees (491) -

*	 Related companies are companies within the Allianz SE group

Related party transactions have been entered into in the normal course of business under normal trade terms.

Significant related party balances related to the above transactions are disclosed in Note 9, 10, 13 and 14.



Notes to the financial statements 

Allianz Malaysia Berhad (12428-W)242

36. 	 Related parties (continued)

36.2 	 The significant transactions with related parties are as follows (continued):

Company

Amount
transacted for

the year ended
31 December

2014
RM’000

Amount
transacted for

the year ended
31 December

2013
RM’000

Non-trade

Immediate holding company

Advance - 54,300

Interest expense on advance received (2,335) (2,297)

Subsidiaries

Dividend income 19,823 41,527

Subordinated loan - (54,300)

Reimbursement/(Payment) of other expenses 90 (77)

Reimbursement of expenses related to common resources 14,380 12,833

Interest income on subordinated loan 2,444 2,403

Rental of other premises (11) (9)

Related party transactions have been entered into in the normal course of business under normal trade terms.

	 Significant related party balances related to the above transactions are disclosed in Note 10, 14 and 15.

37. 	 Risk management framework 

	 As a provider of insurance services, the Group considers risk management to be one of its core competencies. It is an integrated part of 
the Group’s business process. In order to protect the assets of the Group, the Group has established a risk management framework to 
promote a risk management culture supported by a robust risk governance structure.

	 This framework ensures that risks are identified, analysed and evaluated. Risk appetite is defined by a risk strategy and limit structure. 
Close monitoring and reporting allows the Group to detect deviations from its risk tolerance limits at an early stage.

	 The Allianz risk management framework consists of the following four primary components:

	 Risk underwriting and identification

	 A sound risk underwriting and identification framework including risk assessment, risk standards, and clear targets form the foundation 
for adequate risk taking and management decisions such as individual transaction approval, new product approval, strategic or tactical 
asset allocation. 

	 Risk reporting and monitoring

	 The Group’s qualitative and quantitative risk reporting and controlling framework provides transparency and risk indicators to senior 
management with regards to its overall risk profile and whether the profile is within delegated limits and authorities.
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37. 	 Risk management framework (continued)

	 Risk strategy and risk appetite

	 The Group’s risk strategy clearly defines its risk appetite. It ensures that returns are appropriate for the risks taken and that the delegated 
authorities are in line with the Group’s overall risk bearing capacity. The risk-return profile is improved through integration of risk 
considerations and capital needs into management and decision making process. This also keeps risk strategy and business objectives 
consistent with each other and allows the Group to take opportunities within its risk appetite.

	 Communication and transparency

	 Finally, a transparent and robust risk disclosure provides a basis for communicating this strategy to the Group’s internal and external 
stakeholders, ensuring a sustainable positive impact on valuation and financing.

	 Risk governance structure

	 The Board of Directors of the Company (“the Board”) assumes the ultimate responsibility over the effectiveness of the Group’s risk 
management and internal control systems by establishing and supervising the operation of the risk management framework. The Board 
has delegated the responsibility to establish and supervise the operation of the risk management framework to the Risk Management 
Committee (“RMC”) to discharge its oversight function effectively. 

	 RMC bears the overall responsibility for effective risk identification, measurement, monitoring and control functions of the Group. RMC 
also oversees the Senior Management’s activities in managing the key risk areas of the Group and to ensure that the risk management 
process is in place and functioning effectively. The RMC is responsible for driving the risk management framework of the Group and 
to report to the Board on its recommendations and/or decisions. Through structured reporting from the Risk Management Working 
Committee (“RMWC”), RMC will consolidate the status of the risks and present them to the Board for consideration. 

	 RMC serves as and provides a platform for two way communications between the management and the Board on matters of the Group’s 
risk management framework and its strategies. RMWC is responsible in formulating risk management strategies, policies and risk tolerance 
for RMC review and onward transmission of recommendation to the Board. RMWC determines the allocation of risks by cascading and/or 
escalating to the relevant owners. RMWC also oversees the compliance of all risk management process by all departments of the Group 
and provides pre-emptive recommendations to ensure timely action is taken in managing and mitigating the identified risks.

	 Asset and Liability Management (“ALM”) Framework

	 An Asset-Liability Working Group has been tasked to manage business practices so that decisions and actions taken with respect to assets 
and liabilities are coordinated. It involves various management activities and responsibilities, including the formulation of long-term 
strategic goals and objectives and the management of various risks including liquidity risk, interest rate/profit yield risk and market risk.

	 The ALM process chosen will reflect external and internal constraints.
•	 External constraints include supervisory and legislative requirements, the interests and expectations of policyholders and other 

stakeholders. A significant constraint is the liquidity of the assets and liabilities which may compromise the ability to price, 
measure and hedge exposures.

•	 Internal constraints such as asset allocation limits reflect the Group’s management philosophy or professional judgement 
(although this may also be influenced by external constraints).

	G overnance and regulatory framework

	 The Group is required to comply with the requirements of the Financial Services Act, 2013, relevant laws and guidelines from BNM, Life 
Insurance Association Malaysia (“LIAM”), Persatuan Insurans Am Malaysia (“PIAM”) and Bursa Securities Malaysia Berhad.

	 The Group is also required to comply with all Allianz SE Group’s policies and standards. If there is any conflict with the local laws or 
regulations, the stricter will apply. 
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38. 	 Insurance risk

	 Underwriting risk includes the risk of incurring higher claims costs than expected owing to the random nature of claims, frequency and 
severity and the risk of change in the legal or economic conditions of insurance or reinsurance cover. This may result in the insurer having 
either received too little premium for the risks it has agreed to underwrite and hence has not enough funds to invest and pay claims, or 
that claims are in excess of those expected. 

	 The Group seeks to minimise underwriting risk through a formalised reinsurance arrangement with an appropriate mix and spread of 
business between classes of business based on its overall strategy. This is complemented by observing formalised underwriting guidelines 
and limits and standards.

38.1	 Life insurance contracts 

	 The insurance risk of Life insurance contracts consists of mortality/ longevity and calamity risks. Mortality/ longevity risk represents 
the risk of loss attributable to positive or negative changes in the assumed medical prognosis for life expectancy, occupational 
disability, illness and the need for long-term care as well as underestimation of these probabilities. Calamity risk represents the 
risk of loss because of strong short-term fluctuation in the mortality rate, for example as a result of war or epidemics.

	 The table below shows the concentration of life insurance contract liabilities with DPF and without DPF by type of contract.

Gross Reinsurance 

Group
With DPF

RM’000

Without 
DPF

RM’000
Total

RM’000
With DPF

RM’000

Without
DPF 

RM’000
Total

RM’000
Net

RM’000

31 December 2014

Whole life 2,163,990 621,708 2,785,698 - (10,263) (10,263) 2,775,435

Endowment 596,299 608,484 1,204,783 - - - 1,204,783

Mortgage - 107,232 107,232 - (59,717) (59,717) 47,515

Riders and others 419,781 177,236 597,017 - - - 597,017

Total 3,180,070 1,514,660 4,694,730 - (69,980) (69,980) 4,624,750

31 December 2013

Whole life 1,862,139 435,066 2,297,205 - (10,645) (10,645) 2,286,560

Endowment 562,767 454,346 1,017,113 - - - 1,017,113

Mortgage - 119,097 119,097 - (66,895) (66,895) 52,202

Riders and others 384,098 138,513 522,611 - - - 522,611

Total 2,809,004 1,147,022 3,956,026 - (77,540) (77,540) 3,878,486

	 As all of the business is derived from Malaysia, the entire life insurance contract liabilities are in Malaysia and no investment 
contract.
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38.	 Insurance risk (continued)

38.1	 Life insurance contracts (continued)

	 Key assumptions

	 Significant judgement is required in determining the liabilities and in the choice of assumptions. Assumptions in use are based on 
past experiences, current internal data, external market indices and benchmarks which reflect current observable market prices 
and other published information. Assumptions and prudent estimates are determined at the date of valuation. They are further 
evaluated on a continuous basis in order to ensure realistic and reasonable valuations.

	 The key assumptions to which the estimation of liabilities is particularly sensitive are as follows:

•	 Mortality and morbidity rates
	 Experience study on mortality and morbidity rates is carried out on an annual basis. The actual claim experience is 

compared against industrial mortality table and reinsurers’ morbidity risk charges. Mortality and morbidity assumptions 
vary by product type and underwriting procedures. 

 
	 ALIM can increase the mortality/morbidity risk charges in future years in line with emerging experience for investment-

linked and universal life contracts.

	 An appropriate allowance for provision of risk margin for adverse deviation from expected experience is made in the 
valuation of non-participating life policies, the guaranteed benefits insurance liabilities of participating life policies, and 
non-unit actuarial liabilities of investment-linked policies.

•	 Expenses
	 Expense assumption was set during initial pricing stage. Expense assumption is inflated annually to reflect higher cost of 

underwriting, issuing and maintaining the policies. Expense assumption varies by premium term, distribution channel, 
policy duration and underwriting procedures. The expense assumption is reviewed annually; it is compared to actual 
expense that the subsidiary incurred. 

	 An appropriate allowance for provision of risk margin for adverse deviation from expected experience is made in the 
valuation of non-participating life policies, the guaranteed benefits insurance liabilities of participating life policies, and 
non-unit actuarial liabilities of investment-linked policies.

•	 Persistency
	 Experience study on persistency (lapse, surrender, premium holiday, partial withdrawal) is carried out on an annual basis 

using statistical method. Persistency assumptions vary by product type, distribution channel and policy duration.
 
	 An appropriate allowance for provision of risk margin for adverse deviation from expected experience is made in the 

valuation of non-participating life policies, the guaranteed benefits insurance liabilities of participating life policies, and 
non-unit actuarial liabilities of investment-linked policies.
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38.	 Insurance risk (continued)

38.1	 Life insurance contracts (continued)

	 Key assumptions (continued)

•	 Discount rate
	 In the valuation of the total benefits insurance liabilities of participating life policies, the subsidiary has assumed a long 

term gross rate of return of 4.50% - 6.50% per annum. The long term gross rate of return is derived based on a basket 
of strategic asset allocations. The subsidiary calculates long term gross rate by assuming each asset class will earn the 
targeted yield. The strategic asset allocation and targeted yield are reviewed annually in accordance to the subsidiary’s 
investment philosophy, market condition and the prevailing long term market return for each asset class. 

	 Malaysian Government Securities (“MGS”) spot rate is used in the valuation of non-participating life policies, the 
guaranteed benefits insurance liabilities of participating life policies, and non-unit actuarial liabilities of investment-
linked policies. 

	 The assumptions that have significant effects on the gross insurance contract liabilities and reinsurance assets are listed below.

Mortality and
morbidity rates(1)

Lapse and
surrender rates Discount rate

Group
2014

%
2013

%
2014

%
2013

%
2014

%
2013

%

Type of business

With fixed and guaranteed terms 
and with DPF contracts

	 Life insurance 60-80 70-80 3-30 3-30 4.50-6.50 4.50-6.50

Without DPF contracts

	 Life insurance 60-150 70-150 3-50 3-40 MGS MGS

spot yield spot yield

(1)	 Industry mortality and morbidity experience tables that were observed in Malaysia between year 1999 and 2003 or the 
respective reinsurance risk rates.

	 Sensitivities

	 The analysis below is performed for reasonable possible movements in key assumptions with all other assumptions held 
constant, showing the impact on gross and net liabilities and profit before tax. Sensitivities testing on individual assumptions 
are meaningful to analyse the magnitude of reserve changes for each assumption. However, it should be studied with care as 
it does not capture the possible correlation effect when all assumptions are being stressed simultaneously. It should be noted 
that movements in these assumptions are non-linear. Sensitivity information will also vary according to the current economic 
assumptions.
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38.	 Insurance risk (continued)

38.1	 Life insurance contracts (continued)

	 Sensitivities (continued)

Group
Change in

assumptions

Impact on profit
before tax#

RM’000

Impact on gross
 liabilities*

RM’000

Impact on net
liabilities*

RM’000

Life insurance contracts

31 December 2014

Mortality and morbidity rates +5% (7,357) 14,386 11,400

Discount rate -0.5% (24,031) 291,139 289,013

Expenses +10% (9,020) 16,052 16,052

Lapse and surrender rates -10% 1,578 15,760 15,474

31 December 2013

Mortality and morbidity rates +5% (5,851) 13,802 10,310

Discount rate -0.5% (23,472) 248,371 245,984

Expenses +10% (10,653) 18,468 18,468

Lapse and surrender rates -10% 978 24,083 23,744

	 The method used and significant assumptions made for deriving sensitivity information did not change from the previous year.

# 	 The above illustration is only prepared for adverse scenario, where the key assumptions are being moved in an 
unfavourable direction. In the sensitivity analysis above, changes in assumptions for life non-participating business 
would impact the profit before tax and insurance contract liabilities. In respect of life participating insurance business, it 
would impact the insurance contract liabilities.

*	 The impact on gross and net liabilities only reflects the changes in the prescribed assumptions above without adjustment 
to policyholders’ bonuses for the life participating business. Impact on insurance contract liabilities also reflects 
adjustments for tax, where applicable.

38.2	G eneral insurance contracts

	 The insurance risk of general insurance contracts consists of premium and reserve risks. Premium risk represents the risk of loss 
because of an unexpected high loss volume resulting in an insufficient coverage of premiums. Reserve risk represents the risk 
of loss resulting from deviations between payments for incurred losses that have not yet been settled and the reserves set up to 
cover these payments, or the use of an insufficient basis for the calculation of reserves.
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38.	 Insurance risk (continued)

38.2	G eneral insurance contracts (continued)

	 The table below sets out the concentration of the general insurance risk based on the provision for outstanding claims as at the 
end of the reporting period by type of contract.

2014 2013

Gross 
RM’000

Reinsurance
RM’000

Net
RM’000

Gross 
RM’000

Reinsurance
RM’000

Net
RM’000

Fire 229,593 (135,251) 94,342 220,420 (134,431) 85,989

Motor 1,306,195 (281,993) 1,024,202 1,117,069 (163,509) 953,560

Marine, aviation, cargo and 
transit 126,180 (103,637) 22,543 148,218 (122,783) 25,435

Miscellaneous 688,912 (500,727) 188,185 607,385 (432,935) 174,450

Total 2,350,880 (1,021,608) 1,329,272 2,093,092 (853,658) 1,239,434

	 Key assumptions

	 The principal assumption underlying the liability estimates is that the subsidiary’s future claims development will follow a similar 
pattern to past claims development experience. This includes assumptions in respect of average claim costs, claim handling costs 
and claim numbers for each accident year. Additional qualitative judgements are used to assess the extent to which past trends 
may not apply in the future, for example one-off occurrence as well as internal factors such as portfolio mix, policy conditions and 
claims handling procedures.

	 No discounting is made to the recommended claims and premium liability provisions as a prudent measure. In addition, no 
explicit inflation adjustment has been made to claims amount payable in the future. However, implicit inflation is allowed for 
future claims to the extent evident in past claims development. It is worthwhile to note that discounting is unlikely to result in any 
material impact due to the short tail nature of almost all classes, coupled with the low prevailing interest rate environment.

	 The subsidiary has based its risk margin for adverse deviation (“PRAD”) for the provisions for unexpired risks and insurance claims 
at the minimum 75% of sufficiency, according to the requirement set by BNM under the RBC Framework.

	 Sensitivities

	 The independent actuarial firm engaged by the subsidiary re-runs its valuation models on various bases. Analysis of sensitivity 
around various scenarios provides an indication of the adequacy of the subsidiary’s estimation process in respect of its insurance 
contracts. The table presented below demonstrates the sensitivity of the insurance contract liabilities estimates to particular 
movements in assumptions used in the estimation process.

	 The analysis below is performed for reasonable possible movements in key assumptions with all other assumptions held constant, 
showing the impact on gross and net liabilities, profit before tax and equity. The correlation of assumptions will have a significant 
effect in determining the ultimate claims liabilities, but to demonstrate the impact due to changes in assumptions, assumptions 
had to be changed on an individual basis. It should be noted that movements in these assumptions are non-linear. 
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38.	 Insurance risk (continued)

38.2	G eneral insurance contracts (continued)

	 Sensitivities (continued)

Group 
Change in

 assumptions

Impact on
gross

liabilities
RM’000

Impact on
net liabilities

RM’000

Impact on
profit before

tax
RM’000

Impact on
equity*
RM’000

31 December 2014

Average claim cost +10% 211,403 136,456 (136,456) (102,342)

Average number of claims +10% 187,218 123,196 (123,196) (92,397)

Average claim settlement  
period

Increased by 
6 months 44,525 27,024 (27,024) (20,268)

31 December 2013

Average claim cost +10% 187,625 119,436 (119,436) (89,577)

Average number of claims +10% 163,978 110,344 (110,344) (82,758)

Average claim settlement  
period

Increased by
6 months 39,756 23,653 (23,653) (17,740)

*	 Impact on equity reflects adjustments for tax, where applicable.

	 The method used for deriving sensitivity information and significant assumptions did not change from the previous year.

	 Claims development table

	 The following tables show the estimate of cumulative incurred claims, including both claims notified and IBNR for each successive 
accident year at the end of each reporting period, together with cumulative payments to date.

	 While the information in the tables provides a historical perspective on the adequacy of the unpaid claims estimate established 
in previous years, users of these financial statements are cautioned against extrapolating redundancies or deficiencies of the past 
on current unpaid loss balances.

	 The management of the subsidiary believes that the estimate of total claims outstanding as of 31 December 2014 is adequate. 
However, due to the inherent uncertainties in the reserving process, it cannot be assured that such balances will ultimately prove 
to be adequate.
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38.	 Insurance risk (continued)

38.2	G eneral insurance contracts (continued)

	 Claims development table (continued)

	 Gross general insurance claims liabilities as at 31 December 2014:

Accident year

Before
 2007

RM’000
2007

RM’000
2008

RM’000
2009

RM’000
2010

RM’000
2011

RM’000
2012

RM’000
2013

RM’000
2014

RM’000
Total

RM’000

At end of accident year 696,740 600,933 800,472 808,271 863,518 951,235 1,145,412 1,251,433

One year later 704,712 581,075 819,547 828,768 784,221 848,149 1,182,773 -

Two years later 661,421 587,257 827,424 810,356 754,244 835,047 - -

Three years later 664,919 593,676 829,042 800,033 749,694 - - -

Four years later 650,794 584,185 805,420 805,627 - - - -

Five years later 644,409 573,592 799,475 - - - - -

Six years later 632,905 562,792 - - - - - -

Seven years later 568,583 - - - - - - -

Current estimate of 
cumulative claims 
incurred 568,583 562,792 799,475 805,627 749,694 835,047 1,182,773 1,251,433

At end of accident year 202,481 183,848 250,248 214,460 244,889 259,072 344,439 375,685

One year later 378,908 366,451 565,497 454,277 520,198 544,612 729,326 -

Two years later 447,535 445,223 683,192 580,037 620,775 648,982 - -

Three years later 482,778 482,302 721,408 612,202 656,267 - - -

Four years later 502,784 495,924 733,797 650,174 - - - -

Five years later 508,106 504,364 736,592 - - - - -

Six years later 510,689 510,120 - - - - - -

Seven years later 530,436 - - - - - - -

Cumulative payments 
to-date 530,436 510,120 736,592 650,174 656,267 648,982 729,326 375,685

Gross general insurance 
claims liabilities  
(direct and facultative) 119,014 38,147 52,672 62,883 155,453 93,427 186,065 453,447 875,748 2,036,856

Gross general insurance 
claims liabilities 
(treaty inward) 74,912

Best estimate of claims 
liabilities 2,111,768

Claims handling 
expenses 14,376

PRAD at 75% confidence 
level 224,736

Gross general 
insurance claims 
liabilities 2,350,880
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38.	 Insurance risk (continued)

38.2	G eneral insurance contracts (continued)

	 Claims development table (continued)

	 Net general insurance claims liabilities as at 31 December 2014:

Accident year

Before
 2007

RM’000
2007

RM’000
2008

RM’000
2009

RM’000
2010

RM’000
2011

RM’000
2012

RM’000
2013

RM’000
2014

RM’000
Total

RM’000

At end of accident year 397,343 419,318 472,716 517,803 622,921 675,017 875,651 971,457

One year later 401,498 422,319 479,710 494,994 570,921 616,026 779,429 -

Two years later 395,653 431,658 493,315 502,000 558,132 593,496 - -

Three years later 398,007 441,584 498,099 498,434 545,582 - - -

Four years later 394,074 441,534 494,929 492,329 - - - -

Five years later 390,037 435,122 486,958 - - - - -

Six years later 384,892 424,295 - - - - - -

Seven years later 368,030 - - - - - - -

Current estimate of 
cumulative claims 
incurred 368,030 424,295 486,958 492,329 545,582 593,496 779,429 971,457

At end of accident year 150,994 165,070 191,803 188,247 201,756 216,325 294,253 326,831

One year later 275,172 305,313 343,484 352,308 390,265 424,771 572,157 -

Two years later 306,459 350,112 408,146 418,534 462,811 497,895 - -

Three years later 333,465 376,842 438,664 444,732 487,223 - - -

Four years later 346,469 384,686 447,322 455,224 - - - -

Five years later 350,016 389,404 449,931 - - - - -

Six years later 351,630 391,967 - - - - - -

Seven years later 354,548 - - - - - - -

Cumulative payments 
to-date 354,548 391,967 449,931 455,224 487,223 497,895 572,157 326,831

Net general insurance 
claims liabilities 
(direct and facultative) 30,491 13,482 32,328 37,027 37,105 58,359 95,601 207,272 644,626 1,156,291

Net general insurance 
claims liabilities 
(treaty inward) 62,045

Best estimate of claims 
liabilities 1,218,336

Claims handling 
expenses 14,376

PRAD at 75% confidence 
level 96,560

Net general insurance 
claims liabilities 1,329,272
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39.	 Financial risks 

	 Exposure to credit, liquidity, market (currency risk, interest rate/profit yield risk, equity price risk) and operational risk arises in the normal 
course of the Group’s and the Company’s business. The Group and the Company are guided by its risk management framework as well 
as policies and guidelines from the ultimate holding company, Allianz SE which set out its general risk management philosophy. Through 
financial risk management, business strategies are evaluated to ensure their appropriateness to the strategic, operational and financial 
risks tolerance.

39.1	 Credit risk 

	 Credit risk is the risk of a financial loss to the Group and the Company if a counterparty to a financial instrument fails to meet its 
contractual obligations. The Group’s exposure to credit risk arises principally from the underwriting of insurance business and 
the investment in fixed income instruments. The Company’s exposure to credit risk arises principally from subordinated loan to 
subsidiary. Financial loss may materialise when the counterparties failed to meet payment obligations for various reasons. 

	 The Group has credit policies in place to mitigate the credit risk from underwriting of insurance business and it is monitored on an 
ongoing basis. Reinsurance is prioritised to local insurers or reinsurers, and if the Group has to place overseas, only counterparties 
that have a credit rating that is acceptable to Allianz SE Group are used. 

	 With effect from 12 September 2008, all new bond investments must carry a minimum rating of AA- by rating agencies 
established in Malaysia or a minimum rating of BBB- by any internationally recognised rating agency as outlined in the Group’s 
Investment Mandate which is approved by the Board of Directors.

	 The Group and the Company consider ratings BBB and above as investment grades and ratings below BBB as non-investment 
grades. Assets which are not rated by rating agencies are classified as non-rated.

	 Credit exposure by credit rating

	 The table below provides information regarding the credit risk exposure of the Group and the Company by classifying financial 
assets according to the Group’s and the Company’s credit ratings of counterparties.

Neither past-due nor impaired 

Group

Investment
grade*

RM’000

Non-
 investment

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but
not impaired

RM’000
Total

RM’000

2014

HTM financial investments

Malaysian government securities - - 945,957 - - 945,957

Malaysian government 
guaranteed bonds - - 619,370 - - 619,370

Ringgit denominated bonds by 
foreign issuers in Malaysia 99,853 - - - - 99,853

*	 Investment grade is defined as investment with rating BBB and above.
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Neither past-due nor impaired 

Group

Investment
grade*

RM’000

Non-
 investment

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but
not impaired

RM’000
Total

RM’000

2014 (continued)
LAR

Malaysian government 
guaranteed loans - - 260,000 - - 260,000

Other loans and receivables - - 103,491 - - 103,491

Fixed and call deposits 11,279 - - - - 11,279

AFS financial investments

Malaysian government securities - - 1,568,615 - - 1,568,615

Malaysian government 
guaranteed bonds 90,253 - 512,807 - - 603,060

Ringgit denominated bonds by 
foreign issuers in Malaysia 53,590 - - - - 53,590

Debt securities 1,025,763 - - - - 1,025,763

Structured deposits with 
licensed financial institutions 123,143 - - - - 123,143

FVTPL - HFT financial investments

Malaysian government securities - - 257,953 4,397 - 262,350

Malaysian government 
guaranteed bonds - - 148,253 16,434 - 164,687

Ringgit denominated bonds by 
foreign issuers in Malaysia 1,536 - - 3,585 - 5,121

Debt securities 277,473 - - 127,642 - 405,115

Structured deposits with 
licensed financial institutions 14,978 - - 14,979 - 29,957

FVTPL – DUIR financial investments

Malaysian government securities - - 479,390 - - 479,390

Malaysian government 
guaranteed bonds - - 257,850 - - 257,850

Ringgit denominated bonds by 
foreign issuers in Malaysia 61,874 - - - - 61,874

Debt securities 1,110,491 - - - - 1,110,491

Structured deposits with 
licensed financial institutions 121,173 - - - - 121,173

*	 Investment grade is defined as investment with rating BBB and above.



Notes to the financial statements 

Allianz Malaysia Berhad (12428-W)254

39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Neither past-due nor impaired 

Group

Investment
grade*

RM’000

Non-
 investment

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but
not impaired

RM’000
Total

RM’000

2014 (continued)

Derivative financial assets

Collateralised forward starting 
interest rate swap - - 6,958 - - 6,958

Put option - - 711 - - 711

Reinsurance assets 618,602 13 188,853 - - 807,468

Insurance receivables 1,366 - 185,736 - 10,511 197,613

Other receivables and deposits - - 229,208 10,109 - 239,317

Cash and cash equivalents 490,308 - 5,913 170,362 - 666,583

4,101,682 13 5,771,065 347,508 10,511 10,230,779

Neither past-due nor impaired

Company

Investment
grade*

RM’000

Non- 
investment 

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but 
not impaired

RM’000
Total

RM’000

2014

LAR

Fixed and call deposits 11,279 - - - - 11,279

Other receivables and deposits - - 26,779 - - 26,779

Subordinated loan - - 54,300 - - 54,300

Cash and cash equivalents 12,278 - - - - 12,278

23,557 - 81,079 - - 104,636

*	 Investment grade is defined as investment with rating BBB and above.
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Neither past-due nor impaired 

Group

Investment
grade*

RM’000

Non-
 investment

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but
not impaired

RM’000
Total

RM’000

2013

HTM financial investments

Malaysian government securities - - 680,270 - - 680,270

Malaysian government 
guaranteed bonds - - 543,837 - - 543,837

Ringgit denominated bonds by 
foreign issuers in Malaysia 99,785 - - - - 99,785

LAR

Malaysian government 
guaranteed loans - - 260,000 - - 260,000

Other loans and receivables - - 85,824 - - 85,824

Fixed and call deposits 19,916 - 5,000 157 - 25,073

AFS financial investments

Malaysian government securities - - 1,429,453 - - 1,429,453

Malaysian government 
guaranteed bonds 90,842 - 384,825 - - 475,667

Ringgit denominated bonds by 
foreign issuers in Malaysia 54,033 - - - - 54,033

Debt securities 953,635 3,726 - - - 957,361

Structured deposits with 
licensed financial institutions 82,877 - - - - 82,877

FVTPL - HFT financial investments

Malaysian government securities - - 137,442 24,279 - 161,721

Malaysian government 
guaranteed bonds - - 99,298 7,444 - 106,742

Ringgit denominated bonds by 
foreign issuers in Malaysia 1,558 - - 3,635 - 5,193

Debt securities 133,353 - - 84,590 - 217,943

Structured deposits with 
licensed financial institutions - - - 25,195 - 25,195

*	 Investment grade is defined as investment with rating BBB and above. 
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Neither past-due nor impaired 

Group

Investment
grade*

RM’000

Non-
 investment

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but
not impaired

RM’000
Total

RM’000

2013 (continued)

FVTPL- DUIR financial investments

Malaysian government securities - - 508,076 - - 508,076

Malaysian government 
guaranteed bonds - - 250,557 - - 250,557

Ringgit denominated bonds by 
foreign issuers in Malaysia 62,416 - - - - 62,416

Debt securities 933,136 5,110 - - - 938,246

Structured deposits with 
licensed financial institutions 119,647 - - - - 119,647

Derivative financial assets

Collateralised forward starting 
interest rate swap - - - - - -

Reinsurance assets 593,860 3,774 133,879 - - 731,513

Insurance receivables 2,647 217 149,548 - 10,629 163,041

Other receivables and deposits - - 169,043 6,326 - 175,369

Cash and cash equivalents 534,964 - 6,682 76,853 - 618,499

3,682,669 12,827 4,843,734 228,479 10,629 8,778,338

Neither past-due nor impaired 

Company

Investment
grade*

RM’000

Non-
 investment

grade
RM’000

Non-rated
RM’000

Investment-
linked funds

RM’000

Past-due but
not impaired

RM’000
Total

RM’000

2013

LAR

Fixed and call deposits 19,916 - - - - 19,916

Other receivables and deposits - - 5,250 - - 5,250

Subordinated loan - - 54,300 - - 54,300

Cash and cash equivalents 14,069 - - - - 14,069

33,985 - 59,550 - - 93,535

*	 Investment grade is defined as investment with rating BBB and above.
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

	 The table below provides information regarding the credit risk exposure of the Group and the Company by classifying financial 
assets according to the credit rating agencies’ credit ratings of counterparties. AAA is the highest possible rating. Financial assets 
that fall outside the range of AAA to BBB are classified as speculative grade.

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2014

HTM financial investments

Malaysian government 
securities - - - - - 945,957 - 945,957

Malaysian government 
guaranteed bonds - - - - - 619,370 - 619,370

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 84,853 15,000 - - - - - 99,853

LAR

Malaysian government 
guaranteed loans - - - - - 260,000 - 260,000

Other loans and 
receivables - - - - - 103,491 - 103,491

Fixed and call deposits 5,027 6,252 - - - - - 11,279

AFS financial investments

Malaysian government 
securities - - - - - 1,568,615 - 1,568,615

Malaysian government 
guaranteed bonds 90,253 - - - - 512,807 - 603,060

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 52,079 1,511 - - - - - 53,590

Debt securities 342,585 679,429 - 3,749 - - - 1,025,763

Structured deposits with 
licensed financial 
institutions 123,143 - - - - - - 123,143

FVTPL - HFT financial 
investments

Malaysian government 
securities - - - - - 257,953 4,397 262,350

Malaysian government 
guaranteed bonds - - - - - 148,253 16,434 164,687
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2014 (continued)

FVTPL - HFT financial 
investments 
(continued)

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 1,536 - - - - - 3,585 5,121

Debt securities 132,703 144,770 - - - - 127,642 405,115

Structured deposits with 
licensed financial 
institutions 14,978 - - - - - 14,979 29,957

FVTPL – DUIR financial 
investments

Malaysian government 
securities - - - - - 479,390 - 479,390

Malaysian government 
guaranteed bonds - - - - - 257,850 - 257,850

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 53,312 8,562 - - - - - 61,874

Debt securities 529,378 575,933 - 5,180 - - - 1,110,491

Structured deposits with 
licensed financial 
institutions 121,173 - - - - - - 121,173

Derivative financial assets

Collateralised forward 
starting interest rate 
swap - - - - - 6,958 - 6,958

Put option - - - - - 711 - 711

Reinsurance assets - 422,829 195,658 115 13 188,853 - 807,468

Insurance receivables - 163 1,203 - - 196,247 - 197,613

Other receivables and 
deposits - - - - - 229,208 10,109 239,317

Cash and cash equivalents 343,075 87,316 59,917 - - 5,913 170,362 666,583

1,894,095 1,941,765 256,778 9,044 13 5,781,576 347,508 10,230,779
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Company
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2014

LAR

Fixed and call deposits 5,027 6,252 - - - - - 11,279

Other receivables and 
deposits - - - - - 26,779 - 26,779

Subordinated loan - - - - - 54,300 - 54,300

Cash and cash equivalents 10,717 - 1,561 - - - - 12,278

15,744 6,252 1,561 - - 81,079 - 104,636

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2013

HTM financial investments

Malaysian government 
securities - - - - - 680,270 - 680,270

Malaysian government 
guaranteed bonds - - - - - 543,837 - 543,837

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 84,785 15,000 - - - - - 99,785

LAR

Malaysian government 
guaranteed loans - - - - - 260,000 - 260,000

Other loans and 
receivables - - - - - 85,824 - 85,824

Fixed and call deposits 12,164 6,252 1,500 - - 5,000 157 25,073

AFS financial investments

Malaysian government 
securities - - - - - 1,429,453 - 1,429,453

Malaysian government 
guaranteed bonds 90,842 - - - - 384,825 - 475,667
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2013 (continued)

AFS financial investments 
(continued)

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 52,516 1,517 - - - - - 54,033

Debt securities 366,259 587,376 - - 3,726 - - 957,361

Structured deposits with 
licensed financial 
institutions 82,877 - - - - - - 82,877

FVTPL - HFT financial 
investments

Malaysian government 
securities - - - - - 137,442 24,279 161,721

Malaysian government 
guaranteed bonds - - - - - 99,298 7,444 106,742

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 1,558 - - - - - 3,635 5,193

Debt securities 64,233 69,120 - - - - 84,590 217,943

Structured deposits with 
licensed financial 
institutions - - - - - - 25,195 25,195

FVTPL – DUIR financial 
investments

Malaysian government 
securities - - - - - 508,076 - 508,076

Malaysian government 
guaranteed bonds - - - - - 250,557 - 250,557

Ringgit denominated 
bonds by foreign 
issuers in Malaysia 53,817 8,599 - - - - - 62,416

Debt securities 373,489 559,647 - - 5,110 - - 938,246

Structured deposits with 
licensed financial 
institutions 119,647 - - - - - - 119,647
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2013 (continued)

Derivative financial assets

Collateralised forward 
starting interest rate 
swap - - - - - - - -

Reinsurance assets - 364,095 229,745 20 3,774 133,879 - 731,513

Insurance receivables - 472 2,126 49 217 160,177 - 163,041

Other receivables and 
deposits - - - - - 169,043 6,326 175,369

Cash and cash equivalents 467,147 28,553 39,264 - - 6,682 76,853 618,499

1,769,334 1,640,631 272,635 69 12,827 4,854,363 228,479 8,778,338

Company
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2013

LAR

Fixed and call deposits 12,164 6,252 1,500 - - - - 19,916

Other receivables and 
deposits - - - - - 5,250 - 5,250

Subordinated loan - - - - - 54,300 - 54,300

Cash and cash equivalents 10,069 - 4,000 - - - - 14,069

22,233 6,252 5,500 - - 59,550 - 93,535
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)	

	 The table below provides information regarding the credit risk exposure of the Group and the Company according to the Group’s 
and the Company’s categorisation of counterparties by credit rating.

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2014

Investment grade 1,894,095 1,941,765 256,778 9,044 - - 323,451 4,425,133

Non-investment grade - - - - 13 - - 13

Non-rated - - - - - 5,771,065 24,057 5,795,122

Past-due but not impaired - - - - - 10,511 - 10,511

1,894,095 1,941,765 256,778 9,044 13 5,781,576 347,508 10,230,779

Group
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2013

Investment grade 1,769,334 1,640,631 272,635 69 - - 190,430 3,873,099

Non-investment grade - - - - 12,827 - - 12,827

Non-rated - - - - - 4,843,734 38,049 4,881,783

Past-due but not impaired - - - - - 10,629 - 10,629

1,769,334 1,640,631 272,635 69 12,827 4,854,363 228,479 8,778,338
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

	 Credit exposure by credit rating (continued)	

	 The table below provides information regarding the credit risk exposure of the Group and the Company according to the Group’s 
and the Company’s categorisation of counterparties by credit rating.

Company
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2014

Investment grade 15,744 6,252 1,561 - - - - 23,557

Non-rated - - - - - 81,079 - 81,079

15,744 6,252 1,561 - - 81,079 - 104,636

Company
AAA 

RM’000
AA 

RM’000
A

RM’000
BBB 

RM’000

BB and 
below 

RM’000

Non-
rated

RM’000

Investment-
linked
funds

RM’000
Total

RM’000

2013

Investment grade 22,233 6,252 5,500 - - - - 33,985

Non-rated - - - - - 59,550 - 59,550

22,233 6,252 5,500 - - 59,550 - 93,535

	 The Group has not provided the credit risk analysis for the financial assets of the investment-linked business. This is due to the 
fact that, in investment-linked business, the liability to policyholders is linked to the performance and value of the assets that back 
those liabilities and the shareholders have no direct exposure to any credit risk in those assets.

(i)	 Past-due but not impaired financial assets

	 Age analysis of financial assets past-due but not impaired

	 The Group maintains an ageing analysis in respect of insurance receivables only. The ageing of insurance receivables that 
are past-due but not impaired as at the reporting date is as follows:

Group 
<30 days

RM’000

31 to
 60 days
RM’000

61 to
 90 days
RM’000

> 91 days
RM’000

Investment-
linked funds

RM’000
Total

RM’000

2014

Insurance receivables 5,512 1,290 1,029 2,680 - 10,511

2013

Insurance receivables 7,762 1,697 381 789 - 10,629
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39.	 Financial risks (continued)

39.1	 Credit risk (continued)

(ii)	 Past-due and impaired financial assets	

	 As at 31 December 2014, based on combination of collective and individual assessment of receivables, there are 
impaired insurance receivables of RM22,359,000 (2013: RM19,357,000) and other receivables of RM6,363,000 (2013: 
RM3,906,000) respectively. No collateral is held as security for any past-due or impaired assets. A reconciliation of the 
allowance for impairment losses for insurance receivables and other receivables are as follows:

Insurance receivables Other receivables

Group
2014

RM’000
2013

RM’000
2014

RM’000
2013

RM’000

At 1 January 19,357 20,531 3,906 4,043

Impairment loss recognised/
(reversed) 3,002 (1,174) 2,457 (137)

At 31 December 22,359 19,357 6,363 3,906

Note 9 Note 9 Note 10 Note 10

39.2 	 Liquidity risk 

	 Liquidity risk is the risk of loss resulting from the danger that short-term current or future payment obligations cannot be met 
or can only be met on the basis of altered conditions, along with the risk that in the case of a liquidity crisis of the Group and the 
Company, refinancing is only possible at higher interest rates or that assets may have to be liquidated at a discount.

	 Besides monitoring the liquidity position of the Group and the Company on a daily basis, the investment strategies particularly 
focus on the quality of investments and ensure a significant portion of liquid assets in the portfolio. Some other tools used by the 
Group include ensuring that its assets and liabilities are adequately matched and drawing down of funds to meet claim payments 
should the claim events exceed a certain amount as provided for in the reinsurance contracts.

	 Maturity profiles

	 The table below summarises the maturity profile of the Group’s and the Company’s financial liabilities at the end of the reporting 
period based on remaining undiscounted contractual obligations, including interest/profit payable.

	 For insurance contract liabilities and provision for claims, maturity profiles are determined based on estimated timing of net cash 
outflows from the recognised insurance liabilities.

	 Investment-linked funds’ liabilities are repayable or transferable on demand and are included in the “up to a year” column. 
Repayments which are subject to notice are treated as if notice were to be given immediately.
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39.	 Financial risks (continued)

39.2 	 Liquidity risk (continued)

	 Maturity profiles (continued)

Group

Carrying 
value

RM’000

Up to a 
year

RM’000

1-3
years

RM’000

3-5
years

RM’000

5-15
years

RM’000

Over 15
 years

RM’000

No
maturity

date
RM’000

Total
RM’000

2014

Insurance contract liabilities

	 With DPF 3,321,767 424,915 94,723 314,275 1,851,636 9,500,518 - 12,186,067

	 Without DPF 2,172,882 1,725,793 47,311 39,970 300,013 364,018 - 2,477,105

Derivative financial liabilities 161 161 - - - - - 161

Provision for claims 1,713,357 921,766 559,185 121,911 110,495 - - 1,713,357

Other financial liabilities 5,739 4,929 810 - - - - 5,739

Insurance payables 353,177 335,180 16,614 1,383 - - - 353,177

Other payables and accruals 308,979 257,014 4,676 55,477 - - - 317,167

Benefits and claims liabilities 167,702 167,702 - - - - - 167,702

Total liabilities 8,043,764 3,837,460 723,319 533,016 2,262,144 9,864,536 - 17,220,475

Company

2014

Other payables and accruals 253,754 201,788 4,676 55,477 - - - 261,941

Group

2013

Insurance contract liabilities

	 With DPF 2,978,413 376,578 (72,968) 331,765 2,047,466 7,584,472 - 10,267,313

	 Without DPF 1,689,517 1,246,540 20,351 60,370 303,698 356,005 - 1,986,964

Derivative financial liabilities 20,950 20,950 - - - - - 20,950

Provision for claims 1,564,159 846,152 484,622 112,794 120,591 - - 1,564,159

Other financial liabilities 3,612 2,621 991 - - - - 3,612

Insurance payables 337,233 318,744 16,601 1,888 - - - 337,233

Other payables and accruals 281,273 228,227 4,899 57,975 - - - 291,101

Benefits and claims liabilities 117,858 117,858 - - - - - 117,858

Total liabilities 6,993,015 3,157,670 454,496 564,792 2,471,755 7,940,477 - 14,589,190

Company

2013

Other payables and accruals 190,561 137,520 4,894 57,975 - - - 200,389
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39.	 Financial risks (continued)

39.3 	M arket risk 

	 Market risk is the risk of loss arising due to changes in market prices or parameters influencing market prices, and in particular the 
resultant interest rate guarantee risks from asset liability management or from changes to participations. This includes changes 
in market prices due to worsening of market liquidity. Market risk comprises of currency risk, interest rate/profit yield risk and 
equity price risk.

	 The following risk mitigation actions are in place to control and monitor such risk:

•	 Investment Committee actively monitors the investment activities undertaken by the Group.
•	 An Asset-Liability Working Group would recommend the initiatives after balancing competing and legitimate objective 

of various stakeholders. 
•	 The Investment Policy and Mandate which formulated the single counter limits, company limits and sector limits are 

in place. Compliance to such limits is monitored monthly and reported to Risk Management Working Committee/Risk 
Management Committee on a quarterly basis.

•	 Stress tests are performed as and when needed.
•	 Stop loss policy is in place. 

	 The Group also issues investment-linked policies in a number of products. In the investment-linked business, the policyholders 
bear the investment risk on the assets held in the investment-linked funds as the policy benefits are directly linked to the value 
of the assets in the funds. The Group’s exposure to market risk on this business is limited to the extent that income arising from 
asset management charges is based on the value of the assets in the funds.

39.3.1 	Currency risk 

	 Currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to the changes 
in foreign exchange rates. 

	 The Group’s primary transactions are carried out in Ringgit Malaysia (RM) and its exposure to foreign currency risk 
arises principally with respect to US Dollar (USD), Australian Dollar (AUD), Singapore Dollar (SGD), Thai Baht (THB) and 
Indonesian Rupiah (IDR). As the Group’s business is conducted primarily in Malaysia, the Group’s financial assets are also 
primarily maintained in Malaysia as required under the Financial Services Act, 2013 and hence, primarily denominated in 
the same currency (RM) as its insurance contract liabilities. Thus, the main foreign exchange risk from recognised assets 
and liabilities arises from transactions other than those in which insurance contract liabilities are expected to be settled.

	 As the Group’s main foreign exchange risk from recognised assets and liabilities arises from reinsurance transactions 
for which the balances are expected to be settled and realised in less than a year, the impact arising from sensitivity in 
foreign exchange rates is deemed minimal as the Group has no significant concentration of foreign currency risk. All 
foreign currency risk in investment-linked funds is borne by policyholders.



Notes to the financial statements 

267Annual Report 2014

39.	 Financial risks (continued)

39.3	M arket risk (continued)

39.3.1 	Currency risk (continued)

	 Exposure to foreign currency risk

	 The Group’s exposure to foreign currency risk, based on carrying amounts as at the end of the reporting period was:

 Financial assets
Investment-
linked funds  Financial assets

Investment-
linked funds

Group
2014

RM’000
2014

RM’000
2013

RM’000
2013

RM’000

Denominated in

	 USD 41,677 12,661 36,185 14,491

	 AUD - - - 25,195

	 SGD - 439 - 564

	 THB - 110 - 146

	 IDR - 269 - 170

 
	 Currency risk sensitivity analysis

	 It is estimated that a 10% (2013:10%) strengthening of the Ringgit Malaysia (RM) against the following currencies at the 
end of the reporting period would have increased/(decreased) the insurance contract liabilities by the amounts shown 
below. This analysis assumes that all other variables, in particular interest rates, remained constant and ignores any 
impact of forecasted income and expenses.

Impact on 
insurance contract

liabilities

Impact on
 insurance contract 

liabilities

2014
RM’000

2013
RM’000

Denominated in

	 USD (5,434) (5,068)

	 AUD - (2,520)

	 SGD (44) (56)

	 THB (11) (15)

	 IDR (27) (17)

	 It is estimated that a 10% (2013:10%) weakening of the Ringgit Malaysia (RM) against the above currencies at the end of 
the reporting period would have equal but opposite effect on the above currencies to the amount shown above, on the 
basis that all variables remained constant.

	 The method used for deriving sensitivity information and significant variables did not change from previous year. Only 
life participating fund and investment-linked funds invested in foreign financial instruments.
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39.	 Financial risks (continued)

39.3 	M arket risk (continued)

39.3.2	 Interest rate/profit yield risk 

	 The Group is affected by changes in market interest rates due to the impact of such changes on fair value and will incur 
an economic loss when the interest rates drop since the duration of policy liabilities is generally longer than the duration 
of the fixed income financial assets.

	 Besides the uncertainty of the cash flows of the insurance funds and scarcity of the longer dated instruments, it is not 
possible to hold assets that will perfectly match the policy liabilities.

	 Interest rate/profit yield risk sensitivity analysis

	 The analysis below is performed for reasonable possible movements in interest rates with all other variables held 
constant, showing the impact on the profit before tax, equity and insurance contract liabilities.

	
	 Life insurance:

Group Change in variables

Impact on profit
before tax#

RM’000
Impact on equity*

RM’000

Impact on insurance
contract liabilities**

RM’000

31 December 2014

Interest rate +100 basis points (68,462) (47,798) (96,335)

Interest rate +200 basis points (130,638) (91,220) (183,716)

31 December 2013

Interest rate +100 basis points (74,889) (52,275) (64,682)

Interest rate +200 basis points (142,704) (99,625) (123,591)

# 	 The above illustration is only prepared for adverse scenario, where interest rate is being raised. The impact 
on profit before tax would be dependent on whether the interest rate/profit yield risk resides in shareholders’ 
fund, life non-participating fund, life participating or investment-linked funds. Where the interest risk resides 
in shareholders’ fund and life non-participating fund, the impact will be directly to profit before tax and equity 
of the Group. In respect of life participating fund and investment-linked funds, impact arising from changes in 
interest rate/profit yield risk would affect the insurance contract liabilities. 

* 	 Impact on equity reflects adjustments for tax, where applicable.

**	 The impact on insurance contract liabilities only reflects the changes in the prescribed assumptions above 
without any adjustment to policyholders’ bonuses for the life participating business. Impact on insurance 
contract liabilities also reflects adjustments for tax, where applicable. 

	 The above sensitivity test would yield proxy results if interest rates were to move in the opposite direction, with 
the Group. 
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39.	 Financial risks (continued)

39.3 	M arket risk (continued)

39.3.2	 Interest rate/profit yield risk (continued)

	 Interest rate/profit yield risk sensitivity analysis (continued)

	 The method used for deriving sensitivity information and significant variables did not change from the previous year.

	G eneral insurance:

Group Change in variables

Impact on profit 
before tax

RM’000
Impact on equity*

RM’000

31 December 2014

Interest rate + 100 basis points - (79,394)

Interest rate + 50 basis points - (39,697)

31 December 2013

Interest rate + 100 basis points - (71,611)

Interest rate + 50 basis points - (35,805)

*	 Impact on equity reflects adjustments for tax, where applicable.

39.3.3	 Equity price risk 

	 Equity price risk is the risk that fair value of future cash flows of a financial instrument will fluctuate because of changes 
in market prices (other than those arising from changes in interest rates/profit yield or foreign exchange rates), whether 
those changes are caused by factors specific to the individual financial instrument of its issuer or factors affecting similar 
financial instruments traded in the market.

	 The Group’s equity price risk exposures relates to financial assets and financial liabilities whose values will fluctuate as a 
result of changes in market prices, principally investments securities not held for the account of the investment-linked 
business.

	 The Group’s equity price risk policy requires it to prioritise capital preservation besides setting limits on overall portfolio, 
single security and sector holdings. The Group complies with BNM stipulated limits during the financial year and has no 
significant concentration of equity price risk.

	 Equity price risk sensitivity analysis

	 The analysis below is performed for reasonable possible movements in key variables with all other variables held constant, 
showing the impact on profit before tax, equity and insurance contract liabilities. The correlation of variables will have a 
significant effect in determining the ultimate impact on equity price risk, but to demonstrate the impact due to changes 
in variables, variables had to be changed on an individual basis. It should be noted that movements in these variables are 
non-linear.
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39.	 Financial risks (continued)

39.3 	M arket risk (continued)

39.3.3	 Equity price risk (continued)

2014 2013

Group
Changes in

 variables

Impact on 
profit

before tax#

RM’000

Impact on
equity*
RM’000

Impact on
insurance

contract
liabilities**

RM’000

Impact on
 profit 

before tax#

RM’000

Impact on
 equity*
RM’000

Impact on
 insurance

 contract
liabilities**

RM’000

Market indices

Market value -10% - - (74,369) - - (77,733)

Market value -20% - - (147,932) - - (154,328)

# 	 The above illustration is only prepared for adverse scenario, where market price is being moved in an unfavourable 
direction. The impact on profit before tax would be dependent on whether the market price risk resides in 
shareholders’ fund, life non-participating fund, life participating fund or investment-linked funds. Where the 
market price risk resides in shareholders’ fund and life non-participating fund, the impact will be directly to profit 
before tax and equity of the Group. In respect of life participating fund and investment-linked funds, impact 
arising from changes in market price risk would affect the insurance contract liabilities.

*	 Impact on equity reflects adjustments for tax, where applicable.

** 	 The impact on insurance contract liabilities only reflects the changes in the prescribed assumptions above 
without any adjustment to policyholders’ bonuses for the life participating business. Impact on insurance 
contract liabilities also reflects adjustments for tax, where applicable.

	 The above sensitivity test would yield proxy results if market price were to move in the opposite direction, with 
the Group. 

	 The method used for deriving sensitivity information and significant variables did not change from the previous 
year.

	 Only life participating fund, universal life fund and investment-linked funds invested in equity securities. 
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39.	 Financial risks (continued)

39.4	 Operational risk 

	 Operational risk is an event or action that may potentially impact partly or completely the achievement of the Group’s objectives 
resulting from inadequate or failed internal processes and systems, human factors or external events. 

	 The Group puts in place the following controls to monitor and mitigate such risk:

•	 Effective segregation of duties;
•	 Access controls, authorisation and reconciliation procedures;
•	 Automation of processes where possible;
•	 Staff training; and
•	 Evaluation procedures such as internal audit. 

39.5	 Fair value of financial instruments

The Group’s and the Company’s basis in estimation of fair values for financial instruments is as follows: 

-	 The fair values of structured deposits, put option and collateralised forward starting interest rate swap are based on the 
indicative market prices from the issuing banks. 

-	 The fair values of quoted equity securities of corporations in and outside Malaysia and quoted unit trusts in Malaysia are 
based on quoted closing market price as at the end of the reporting period.

-	 The unquoted equity securities of corporations in Malaysia are stated at cost. Where in the opinion of the Directors, there 
is a decline other than temporary in value of unquoted equity securities, the allowance for impairment is recognised as 
an expense in the financial year in which the decline is identified.

-	 The fair values of Malaysian government securities, Malaysian government guaranteed bonds, Ringgit denominated 
bonds by foreign issuers in Malaysia and unquoted bonds of corporations in Malaysia are based on the indicative market 
yields obtained from three financial institutions.

-	 The fair values of unquoted unit trusts in and outside Malaysia are based on the net asset values of the unit trusts as at 
the date of the statements of assets and liabilities obtained from fund managers.

-	 The carrying amounts of Malaysian government guaranteed loans, policy loans, mortgage loans, automatic premium 
loans, subordinated loan, other secured loans, fixed and call deposits and advance from holding company are assumed 
to reasonably approximate their fair values. 

-	 The carrying amounts of cash and cash equivalents, insurance receivables, other receivables and deposits, other financial 
liabilities, insurance payables, other payables and accruals reasonably approximate their fair values due to the relatively 
short term nature of these financial instruments.

	 Estimation of the fair values of Malaysian government securities, Malaysian government guaranteed bonds, Ringgit denominated 
bonds by foreign issuers in Malaysia, and unquoted bonds of corporations in Malaysia are based on the indicative market yields 
obtained from three financial institutions which involve projections of the market yields based on past transactions. There are 
elements of uncertainty in projecting the expected market yields and these uncertainties arise from changes in underlying risk 
and overall economic conditions. As such, the projected market yields may be different from the actual market yields in future.

	 It was not practicable to estimate the fair value of the Group’s investment in unquoted equity securities of corporations in 
Malaysia due to the lack of comparable quoted market prices and the inability to estimate fair value without incurring excessive 
costs.
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39.	 Financial risks (continued)

39.5	 Fair value of financial instruments (continued)

39.5.2	 Fair value information

	 Transfers between Level 1 and Level 2 fair values

	 There has been no transfer between Level 1 and Level 2 fair values during the financial year (2013: no transfer in either 
direction).

40.	 Capital management 

	 Regulatory capital requirements

	 The Risk Based Capital Framework (“RBC”) came into effect on 1 January 2009. Under the RBC Framework, insurance companies need 
to maintain a capital adequacy level that commensurate with their risk profiles. All insurance companies are required to maintain a 
minimum Capital Adequacy Ratio (“CAR”) of 130% and an internal target capital level required by BNM or level determined under the 
Internal Capital Adequacy Assessment Process. The internal target will include additional capacity to absorb unexpected losses beyond 
those that are covered under the minimum required CAR. 

	 The insurance subsidiaries of the Group have met their regulatory requirements.



Notes to the financial statements 

Allianz Malaysia Berhad (12428-W)276

41. 	 Supplementary information on the breakdown of realised and unrealised profits or losses

	 The breakdown of the retained earnings of the Group and of the Company as at 31 December, into realised and unrealised profits, 
pursuant to Paragraph 2.06 and 2.23 of Bursa Malaysia Main Market Listing Requirements, are as follows:

 Group  Company

2014
RM’000

2013
RM’000

2014
RM’000

2013
RM’000

Total retained earnings of Allianz Malaysia Berhad and its subsidiaries:

-	 Realised 1,615,674 1,331,246 208,862 217,439

-	 Unrealised (107,542) (90,377) 7 (15)

Total retained earnings 1,508,132 1,240,869 208,869 217,424

	 The determination of realised and unrealised profits is based on the Guidance of Special Matter No.1, Determination of Realised and 
Unrealised Profits or Losses in the Context of Disclosures Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, issued by the 
Malaysian Institute of Accountants on 20 December 2010.
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In the opinion of the Directors, the financial statements set out on pages 160 to 275 are drawn up in accordance with Malaysian Financial 
Reporting Standards, International Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia so as to give a 
true and fair view of the financial position of the Group and of the Company as at 31 December 2014 and of their financial performance and cash 
flows for the financial year then ended.

In the opinion of the Directors, the information set out in Note 41 on page 276 to the financial statements has been compiled in accordance 
with the Guidance of Special Matter No.1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosures Pursuant to Bursa 
Malaysia Securities Berhad Listing Requirements, issued by the Malaysian Institute of Accountants, and presented based on the format prescribed 
by Bursa Malaysia Securities Berhad.

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

................................................................................. 
Tan Sri Razali Bin Ismail

.................................................................................
Zakri Bin Mohd Khir

Kuala Lumpur,
Date: 27 February 2015 

Statement by Directors
pursuant to Section 169 (15) of the Companies Act, 1965
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Statutory declaration 
pursuant to Section 169 (16) of the Companies Act, 1965

I, Ong Eng Chow, the Director primarily responsible for the financial management of Allianz Malaysia Berhad, do solemnly and sincerely declare 
that the financial statements set out on pages 160 to 276 are, to the best of my knowledge and belief, correct and I make this solemn declaration 
conscientiously believing the same to be true, and by virtue of the provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the above named in Kuala Lumpur in the Federal Territory on 27 February 2015.

................................................................................. 
Ong Eng Chow

Before me:

Manoharan A/L Sellamuthu
No. W656
Pesuruhjaya Sumpah
Kuala Lumpur
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Report on the Financial Statements

We have audited the financial statements of Allianz Malaysia Berhad, which comprise the statements of financial position as at 31 December 
2014 of the Group and of the Company, and the statements of profit or loss, profit or loss and other comprehensive income, changes in equity 
and cash flows of the Group and of the Company for the year then ended, and a summary of significant accounting policies and other explanatory 
information, as set out on pages 160 to 275.

Directors’ Responsibility 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 accordance with 
Malaysian Financial Reporting Standards, International Financial Reporting Standards and the requirements of 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 Malaysia. 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 judgement, including the assessment of risks of material misstatement of the financial statements, whether due to fraud 
or error. In making those risk assessments, we consider internal control relevant to the entity’s preparation of the 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 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 believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Group and of the Company as of 31 December 
2014 and of their financial performance and cash flows for the year then ended in accordance with Malaysian Financial Reporting Standards, 
International Financial Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia.

independent auditors’ report
to the members of allianz malaysia berhad
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Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report the following:

(a)	 In our opinion, the accounting and other records and the registers required by the Act to be kept by the Company and its subsidiaries have 
been properly kept in accordance with the provisions of the Act.

(b)	 We are satisfied that the accounts of the subsidiaries that have been consolidated with the Company’s financial statements are in form 
and content appropriate and proper for the purposes of the preparation of the financial statements of the Group and we have received 
satisfactory information and explanations required by us for those purposes.

(c)	 Our audit reports on the accounts of the subsidiaries did not contain any qualification or any adverse comment made under Section  
174 (3) of the Act.

 
Other Reporting Responsibilities

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole. The information set out in Note 41 on 
page 276 to the financial statements has been compiled by the Company as required by the Bursa Malaysia Securities Berhad Listing Requirements 
and is not required by the Malaysian Financial Reporting Standards or International Financial Reporting Standards. We have extended our audit 
procedures to report on the process of compilation of such information. In our opinion, the information has been properly compiled, in all 
material respects, in accordance with the Guidance of Special Matter No.1, Determination of Realised and Unrealised Profits or Losses in the Context 
of Disclosures Pursuant to Bursa Malaysia Securities Berhad Listing Requirements, issued by the Malaysian Institute of Accountants, and presented 
based on the format prescribed by Bursa Malaysia Securities Berhad.

Other Matter

This report is made solely to the members of the Company, as a body, in accordance with Section 174 of the Companies Act, 1965 in Malaysia and 
for no other purpose. We do not assume responsibility to any other person for the content of this report.

KPMG	 Loh Kam Hian
Firm Number: AF 0758	 Approval Number: 2941/09/16(J)
Chartered Accountants	 Chartered Accountant

Petaling Jaya

Date: 27 February 2015



Form of Proxy ALLIANZ MALAYSIA BERHAD (12428-W)

(Incorporated in Malaysia)

I/We (name of shareholder) 		

NRIC No./Passport No./Company No. 	 (new) of (full address) 	

	        

being a member of ALLIANZ MALAYSIA BERHAD, hereby appoint :-

Name of Proxy/Proxies NRIC No./Passport No. Proportion of Shareholding
No. of Shares %

 Address

*and

 Address

*or failing him/her

 Address

as my/our proxy to attend and vote for me/us on my/our behalf at the 41st Annual General Meeting of the Company (“41st AGM”) to be 
held at Ballroom A, Level 6, Hilton Kuala Lumpur, 3 Jalan Stesen Sentral, 50470 Kuala Lumpur on Tuesday, 9 June 2015 at 10.00 a.m. and 
at any adjournment thereof.

Please indicate with an “X” in the appropriate boxes on how you wish your vote to be cast. If no specific direction as to voting is given, the 
proxy will vote or abstain as he/she thinks fit.

NO. ORDINARY RESOLUTIONS FOR AGAINST
1 Receipt of Audited Financial Statements for the financial year ended 31 December 2014 and the 

Reports of the Directors and Auditors thereon
2 Approval for payment of Directors’ fees
3 Re-election of Mr. Foo San Kan as Director
4 Re-election of Y.A.M. Tunku Zain Al-Abidin Ibni Tuanku Muhriz as Director
5 Re-appointment of Y. Bhg. Tan Sri Razali Bin Ismail as Director
6 Re-appointment of Y. Bhg. Dato’ Dr. Thillainathan A/L Ramasamy as Director
7 Re-appointment of Messrs KPMG as Auditors and authority to the Directors to fix the Auditors’ 

remuneration
8 Continuation in office of Mr. Foo San Kan as an Independent Non-Executive Director
9 Proposed Shareholders’ Mandate for Recurrent Related Party Transactions of a Revenue or 

Trading Nature with Allianz SE Group
10 Proposed Shareholders’ Mandate for Recurrent Related Party Transactions of a Revenue or 

Trading Nature with Shook Lin & Bok

As witness my/our hand this 	  day of 	  2015.

Number of Shares Held

CDS Account No.

Signature of shareholder/common seal

Contact No.
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Suite 3A-15, Level 15, Block 3A
Plaza Sentral, Jalan Stesen Sentral 5
Kuala Lumpur Sentral
50470 Kuala Lumpur
Malaysia

Attention : The Company Secretary

Affix Stamp

Notes
1.	 For the purposes of determining a member who shall be entitled to attend and vote at the 

forthcoming 41st AGM of the Company, the Company shall be requesting Bursa Malaysia 
Depository Sdn Bhd to issue a Record of Depositories as at 29 May 2015. Only a depositor whose 
name appears in the Record of Depositors as at 29 May 2015 shall be entitled to attend and vote at 
the 41st AGM or appoint proxy/proxies to attend and vote on his/her behalf.

2.	 A member entitled to attend and vote at the 41st AGM is entitled to appoint not more than two (2) 
proxies to attend and vote in his/her stead. If two (2) proxies are appointed, the instrument of proxy 
must specify the proportion of his/her shareholdings to be represented by each proxy.

3.	 A proxy may but need not be a member of the Company and Section 149(1)(b) of the Companies 
Act, 1965 shall not apply to the Company.

4.	 Where a member is an authorised nominee as defined under the Securities Industry (Central 
Depositories) Act 1991, it may appoint at least one (1) proxy but not more than two (2) proxies 
in respect of each securities account it holds with ordinary shares of the Company standing to the 
credit of the said securities account. The appointment of two (2) proxies in respect of any particular 
securities account shall be invalid unless the authorised nominee specifies the proportion of its 
shareholding to be represented by each proxy.

5.	 Where a member is an exempt authorised nominee (“EAN”) as defined under the Securities 
Industry (Central Depositories) Act 1991 which holds ordinary shares in the Company for multiple 
beneficial owners in one securities account (“omnibus account”), there is no limit to the number of 
proxies which the EAN may appoint in respect of each omnibus account it holds. The appointment 
of two (2) or more proxies in respect of any particular omnibus account shall be invalid unless the 
EAN specifies the proportion of its shareholding to be represented by each proxy.

6.	 The instrument appointing a proxy/proxies must be in writing under the hand of the appointor or 
his attorney. If the appointor is a corporation, under its common seal or the hand of its attorney.

7.	 The instrument of proxy shall be deposited at the Registered Office of the Company at Suite 3A-15, 
Level 15, Block 3A, Plaza Sentral, Jalan Stesen Sentral 5, Kuala Lumpur Sentral, 50470 Kuala Lumpur 
not later than forty-eight (48) hours before the appointed time for holding the 41st AGM.

Note to Holders of Irredeemable Convertible Preference Share (“ICPS”)
The holders of the ICPS shall be entitled to attend the 41st AGM but have no right to vote at the said 
Annual General Meeting. The voting rights of the ICPS holders are detailed on page 138 of the Annual 
Report 2014. 
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