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266243-D
ETIQA TAKAFUL BERHAD
{(Incorporated in Malaysia)

CONDENSED FINANCIAL STATEMENTS
UNAUDITED STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2014

CASH FLOW FROM OPERATING ACTIVITIES

Profit before taxation and zakat

Adjustments for: '
Depreciation of property and equipment
Amortisation of intangible assets '
Fair value losses on investments
Realised gzains on disposal of investments
Unrealised gains on foreign exchange
Realised losses on foreign exchange

Impairment losses/(reversal of impairment losses) on:

Investments
Takaful receivables
Other receivables
Financing receivables
Profit income
Profit on subordinated sukuk
Gross dividend income
Accretion of discounts
Increase/(decrease) in net contribution liabilities
Surplus transferred from general takaful fund
Surplus transferred from family takaful fund

‘Operating cash flows before working capital changes

Changes in working capital:
Proceeds from sale of investments
Purchase of investments
Increase in takaful receivables
Decrease in other receivables
Decrease in other payables
Increase in expense liabilities
Increase in takaful payables
Decrease in financing receivables
Decrease in placements of
deposits with financial institutions
(Increase)/decrease in retakaful assets
Increase in takaful certificate liabilities
Operating cash flows after working capital changes

6 months 6 months
period ended  period ended
30.06.2014 30.06.2013
RM'D00 RM"000
80,678 106,801
353 606
1,499 2,653
40,857 27,923
(129,423) (127,383)
- (154)
- 27
8,692 7,719 .
(2.671) (4,686)
287 40
(2,070) (6,860)
(209,476) (205,793).
1,181 -
(20,956) (17,858)
1,424 2,608
37,398 (10,830)
46,269 62,562
160,010 329,263
14,062 166,638
3,016,420 2,590,853
(3,872,127) (3,192,886}
(74,768) (67,706)
9,967 25,847
{7,408} (63,769)
14,110 26,619
6,674 6,595
4,146 8,916
142,517 214,725
(41,867) 98,007
282,306 092,033
(505,768) {94,128)



266243-D
ETIQA TAKAFUL BERHAD
(Incorporated in Malaysia)

CONDENSED FINANCIAL STATEMENTS

UNAUDITED STATEMENT OF CASH FLOWS (CONT'D.)
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2014

CASH FLOW FROM OPERATING
ACTIVITIES (CONT'D.)

Profit income received
Gross dividend income received
Zakat paid
Taxation paid
Tax refund .
Mudharabah paid to participants
Net cash flows (used in)/generated from operating
activities

CASH FLOWS FROM FINANCING ACTIVITIES

issuance of subordinated sukuk
Net cash fiows generated from financing activities

CASH FLOW FROM INVESTING ACTIVITIES

Proceeds on sale of property, plant and equipment
Purchase of infangible assets

Purchase of property, plant and equipment

Net cash flows used in investing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of period

Cash and cash equivalents at end
of period

Cash and cash equivalents comprise:

Cash and bank balances of:
Shareholder's fund
General takaful fund
Family takaful fund

6 months 6 months
period ended period ended
30.06.2014 - 30.06.2013
RM'000 RM"000
210,563 194,348
21,526 14,966
(2,387) (7,337)
(61,354} (46,529)
- 18,643
(28,442) (23,569)
(365,862) 56,394
300,000 -
300,000 -
3 -
(7.831) (3,151)
(34) (665)
(7.862) {3,816)
{73,724) 52,578
187,661 76,767
113,937 120,345
24,245 20,530
36,108 73,535
53,586 35,280
113,037 129,345

These unaudited condensed interim financial statements should be read in conjunction with the audited
financial statements for the financial year ended 31 December 2013 and the accompanying explanatory

notes attached.
6



- 266243-D

ETIQA TAKAFUL BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE SIX MONTHS PERIOD ENDED 30 JUNE 2014

1.

BASIS OF PREPARATION

The unaudited condensed interim financial statements for the six months ended 30 June
2014 have been prepared in accordance with Malaysian Financial Reporting Standard
(*MFRS") 134: Interim Financial Reporting, IAS 34: Interim Financial Reporting issued by the
International Accounting Standards Board, Guidelines/Circulars issued by Bank Negara
Malaysia and Islamic Financial Services Act 2013. :

In accordance with the Islamic Financial Services Act 2013, the asseis and liabilities of the
takaful funds are segregated from those of the takaful operator: a concept known as
segregation of funds. However, in compliance with MFRS 10 Consolidated Financial
Statements, the assets, liabilities, income and expenses of the takaful funds are.
consciidated with those of the takaful operator to represent the control possessed by the
operator over the respective funds.

The unaudited condensed interim financial statements of the Company have been prepared -
under the historical cost basis except for certain financial assets and financial liabilities that

- are stated at fair value.

The Company has met the minimum capital requirements as prescribed by Risk-Based
Capital Takaful Framework for takaful operators ("the RBCT Framework”) issued by Bank .
Negara Malaysia as at the reporting date.

The unaudited condensed interim financial statements do not include all the information and
disclosures required in annual financial statements and should be read in conjunction with -
the audited financial statements of the Company for the financial year ended 31 December -
2013.

The significant accounting policies adopted in this set of interim financial statements are .
consistent with those adopted in the audited financial statements for the year ended 31
December 2013 except for the adoption of the following MFRSs, Amendments to MFRSs.
and Issues Committee ("IC”) Interpretations:

MFRSs/ Amendmentsiinterpretations ' Effective date

MFRS 10 Consolidated Financial Statements - Investment Entities
{Amendments to MFRS 10) 1 January 2014

MFRS 12 Disclosure of Interest in Other Entities - Investment
Entities (Amendments fo MFRS 12) 1 January 2014

MFRS 127 Separate Financial Statements - Investmeht Entities
(Amendments to MFRS 127) 1 January 2014



266243-D
ETIQA TAKAFLUL BERHAD
(Incorporated in Malaysia)

1.

BASIS OF PREPARATION (CONT'D.)

MFRSs/ Amendments/Interpretations Effective date
MFRS 132 Financial Instruments; Presentation - Offsetting

Financial Assets and Financial Liabilities (Amendments to MFRS

132) _ 1 January 2014

MFRS 136 Impairmeht of Assets - Recoverable Amount
D_isclosures for Non-Financial Asseis (Amendments to MFRS 136) 1 January 2014

MFRS 139 Financial Instruments: Recognition and Measurement -

Novation of Derivatives and Continuation of Hedge Accounting

{Amendments to MFRS 139) 1 January 2014
IC Interprétation 21, Levies _ 1 January 2014

The adoption of the above amendments to MFRSs and IC interpretation would not have any
material impact to the Company's financial performance.

STATUS OF AUDIT QUALIFICATION

The auditor's report on the audited financial statements of the financial year ending 31
December 2013 was not qualified.

SEASONALITY OR CYCLICALITY OF OPERATIONS

The operations of the Company was not materially affected by any seasonal or cyclical
factors during the six months period ended 30 June 2014,

However, as is common for other licensed takaful o_peratofs, surplus of the family takaful
fund will only be fransferred at the financial year end upon approval by the Appointed
Actuary.

UNUSUAL ITEMS

There were no unusual items affecting assets, liabilities, equity, net income or cash flows for
the six months period ended 30 June 2014.

CHANGES IN ESTIMATES

There was no ¢hange in estimates of amounts reported in prior financial pericds that has a
material effect in the condensed interim financial statements.



266243-D
ETIQA TAKAFUL BERHAD
(Incorporated in Malaysia)

6.

ISSUES, REPURCHASES AND REPAYMENT OF DEBT AND EQUITY SECURITIES

On 30 May 2014, the Company issued RM300,000,000 nominal value Tier 2 Suberdinated
Sukuk Musharakah {"Sukuk") under the Shariah Principle of Musharakah. The Sukuk carries
a fenure of ten (10} years from issue date on 10 non-callable 5 basis, with profit rate of
4.52% per annum payable semi-annually in arrears in May and November each year, and is
due in May 2024,

The Company may, subject to the prior consent of BNM, redeem the Sukuk on any semi-
annual distribution date on or after the fifth (5th) anniversary from the issue date. Should the
Company decide not {o exercise its option to redeem the Sukuk, the Sukuk shall continue to
be outstanding until the final maturity date.

DIVIDENDS PAID

No dividend has been paid or declared by the Company from the previous audited financial
statements.

MATERIAL EVENTS SUBSEQUENT TO END OF REPORTING PERIOD

There were nc material events subsequent to the end of the period reporied that require
disclosure or adjustments to the unaudited condensed interim financial statements.

CHANGES IN THE COMPOSITION OF THE COMPANY

There is no change in the composition of the Company from the previous audited financial
statements.



266243-D _
ETIQA TAKAFUL BERHAD
{Incorporated in Malaysia)

10. INVESTMENTS

30.06.2014

Malaysian government papers
Unquocted debt securities in
Malaysia
Equity securities:
Quoted in Malaysia
Quoted unit and property trust
funds in Malaysia
[nvestment-linked units
Structured products
Negotiable Islamic certificates
of deposit
Deposit with financial institutions

31.12.2013

Malaysian government papers
Unguoted debt securities in
Malaysia
Equity securities:
Quoted in Malaysia
Ungquoted in Malaysia
Quoted unit and property frust
funds in Malaysia
Structured products
Negotiable Islamic cetiificates
of deposit
Deposit with financial institutions

Shareholder's General Family

fund takaful fund takaful fund ‘Company -

RM'000 RM'000 RM'000 RM'000

60,840 533,587 703,702 1,298,129

1,319,100 739,635 4,953,656 7,012,391

162,130 24,571 1,534,801 1,721,502

2,100 - 14,087 16,187

11,025 - - 11,025

23,603 18,494 119,319 161,416

- 9,317 121,055 130,372

230,939 44,498 507,051 782,488

1,808,737 1,370,102 7,953,671 11,133,510

2,003 321,910 1,201,088 1,525,001

985,257 655,980 4,786,824 6,428,061

150,195 24,725 1,025,903 1,200,823

32 - ' - 32

2,352 - 30,156 32,508

23,775 18,342 118,887 161,004

- 9,176 119,096 128,272

114,868 318,653 491,482 925,003

1,278,482 7,773,436 10,400,704

10

1,348,786



266243-D
ETIQA TAKAFUL BERHAD
(Incorporated in Malaysia)

10. INVESTMENTS (CONT'D)

30.06.2014

Available-for-sale ("AFS")

Designated upon initial recognition

as Fair Value Through Profit
or Loss ("FVTPL")
Held for Trading ("HFT")
Loans and receivables ("LAR")

31.12.2013

Available-for-sale ("AFS")

Designated upon initial recognition
as Fair Value Through Profit

or Loss ("FVTPL")
Loans and receivables ("LAR")

The following investments mature after 12 months :

30.06.2014
AFS
FVTPL
31.12.2013

AFS
FVTPL

Shareholder's General Family
fund takaful fund takaful fund Company
RM'000 RM'000 RM'000 RM'000
1,580,958 1,329,088 3,167,533 6,077,579
(2,160) {(3,484) 4,269,622 4,263,978
- - 9,465 9,465
230,939 44,498 507,051 782,488
1,809,737 1,370,102 7,953,671 11,133,510
1,165,722 1,033,854 2,657,088 4,856,664
(2,108) (8,721) 4,624,866 4,619,037
114,868 318,653 491,482 925,003
1,278,482 1,348,786 7,773,436 10,400,704
Shareholder's General Family
fund takaful fund takaful fund Company
RM'000 RM"000 RM'000 RM'000
1,403,542 1,291,665 1,616,986 4,312,193
- - 4,162,347 4,162,347
1,403,542 1,291,665 5,779,333 8,474,540
980,218 976,711 1,592,940 3,549,869
- - 4,556,526 4,556,526
980,218 976,711 8,149,466 8,106,395

1"
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ETIQA TAKAFUL BERHAD
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10. INVESTMENTS (CONT'D)

(i) Available-for-sale ("AFS")

Shareholder's General Family
fund takaful fund takaful fund Company
RM'000 RM"000 RM'000 RM'000
30.06.2014
At fair value:
Malaysian government papers 60,840 533,587 150,738 745,165
Unquoted debt securities in
Malaysia 1,319,100 739,635 1,451,697 3,510,432
Equity securities:
Quoted in Malaysia 162,130 24,571 1,533,818 1,720,519
Quoted unit and property trust
funds in Malaysia 2,100 - 14,087 16,187
Investment-linked units - 11,025 - - 11,025
Structured products 25,763 21,978 - 47,741
Negotiable Islamic certificates
of deposit - 9,317 17,193 26,510
1,680,958 1,329,088 3,167,533 6,077,579
31.12.2013
At fair value:
Malaysian government papers 2,003 321,910 245,021 568,934
Unquoted debt securities in
Malaysia 985,257 655,980 1,339,095 2,980,332
Equity securities:
Quoted in Malaysia 150,195 24,725 1,025,903 1,200,823
Unquoted in Malaysia 32 - - 32
Quoted unit and property trust
funds in Malaysia 2,352 - 30,156 32,508
Structured products 25883 22,063 - 47,946
Negotiable [slamic certificates
of deposit - 9,176 16,913 26,089
1,165,722 1,033,854 2,657,088 4,856,664

*

relates to the recoverable seed money of RM11,000,000 pertaining to the Prima Income

Takaful Fund and Prima Ekuiti Takaful Fund, takaful-linked funds managed by the

Company. :

12
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10. INVESTMENTS (CONT'D)

(ii} Designated upon initial
recognition as Fair Value
Through Profit or L.oss

("FVTPL")

30.06.2014
At fair value:

Malaysian government papers
Unquoted debt securities

in Malaysia
Structured products

Negotiable islamic certificates

of deposit

31.12.2013
At fair value:

Malaysian government papers
Ungquoted debt securities

in Malaysia
Structured products

Negotiable Islamic certificates

of deposit

(iif) Held for Trading ("HFT")

© 30.06.2014
Af fair value:

Malaysian government papers
Unguoted debt securities

in Malaysia
Equity securities:
Quoted in Malaysia

Shareholder’'s General Family -
fund takaful fund takaful fund Company
RM"000 RM"000 RM'000 RM'000
- - 549,061 549,061
- - 3,497,380 3,497,380
(2,160) (3,484) 119,319 113,675
- - 103,862 103,862
{2,160) (3,484) 4,269,622 4,263,978
- - 956,067 956,067
- - 3,447,729 3,447,729
{2,108) (3,721) 118,887 113,058
- - 102,183 102,183
(2,108) (3,721) 4,624,866 4,619,037

Family

takaful fund Company
RM'000 RM'000
3,903 3,903
4,579 4,579
983 983
9,465 9,465

13
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10. INVESTMENTS (CONT'D)

(iii) Held for Trading ("HFT") (cont'd)

Family
takaful fund Company
RM'000 RM'000
31.12.2013
At fair value:
Equity securities:
Quoted in Malaysia _ - -
Foreign notes - -
(iv} LAR :
Shareholder's General Family
fund takaful fund takaful fund Company
RM'000 RM'000 RM'000 RM'000
30.06.2014
Deposits and placements with
financial institutions
Islam_ic investment accounts with
licensed financial institutions 230,939 44,498 507,051 782,488
230,939 44,498 507,051 782,488
3.12.2013 -
Depaosits and placements with
financial institutions
Islamic investment accounfs with:
Licensed financial institutions 110,251 292,121 . 439,673 842,045
Others 4617 26,532 51,809 82,958
114,868 318,653 491,482 925,003

The carrying amounts of LAR are reasonable approximation of fair values due to the short
term maturity of these financial assets.

Included in the AFS financial asseis are assets pledged to obtain a banking facility from
Maybank Islamic Berhad which amounted to RM3,000,000 (31.12.2013: RM3,0000,000).

An analysis of the different fair value measurement bases used in the determination of the fair -
values of investments are further disclosed in Note 17.

14
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ETIQA TAKAFUL BERHAD
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11. PARTICIPANTS' FUND

Takaful funds and Company

General takaful fund (Note {a})
Family takaful fund (Note (b))

(a) General takaful fund

Accumulated surplus (Note (i))
AFS reserves (Note (ii))

(0

(ii)

Accumulated surplus

At beginning of period/year

Surplus transferred from
general takaful fund
during the period/year

‘Hibah paid to participants

during the period/vear
At end of period/year

AFS reserves

At beginning of periodfyear

Net gain on fair value changes

Deferred tax on fair value changes

Realised gain transferred to
income statement

At end of period/year

15

30.06.2014 31.12.2013
RM'000 RM'000
156,356 159,705

2,263,800 2,146,638

2,420,156 2,308,343

30.06.2014 31.12.2013
RM'000 RM'000
182,547 185,712
(26,191) {26,007)
156,356 159,708

20.06.2014 31.12.2013
RM'000 RM'000
185,712 90,922

46,269 129,149
(49,434) (34,359)
182,547 185,712

30.06.2014 31.12.2013

RM"000 RM'000

-(26,007) . 32,250
511 (5,508)

62 8,669
(757} (61,418)
(26,181) (26,007)
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ETIQA TAKAFUL BERHAD
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11. PARTICIPANTS' FUND (CONT'D.)

{b} Family takaful fund

Accumulated surplus (Note (i))

Surplus attributable fo participants (Note (ii})

AFS reserves (Note (iii))

()

(i)

Accumulated surplus

At beginning of period/year
Surplus transferred from
family takaful fund
Surplus attributable to
participants during the period/year
Hibah paid to participants
during the period/year
At end of period/year

Surplus attributable to participants

At beginning of period/year

Surplus attributable to participants
during the period/year

At end of period/year

(ili} AFS reserves

At beginning of period/year

Net gain on fair value changes

Deferred tax on fair value changes

Realised gain transferred to
income statement

At end of period/year

16

30.06.2014  31.12.2013
RM'000 RM'000
2.204,334 2,046,700
10,852 10,852
48614 89,086
2,263,800 2.146,638
30.06.2014  31.12.2013
RM'000 RM'000
2,046,700 1,787,174
160,010 301,348
- (10,852)
(2,378) (30,970)
2204334 2,048,700
30.06.2014  31.12.2013
RM'000 RM"000
10,852 -
- 10,852
10,852 10,852
30.06.2014  31.12.2013
RM'000 RM'000
80,086 142065
61,231 76,987
2,965 (7,057)
(104,668) (122,909)
48,614

89,086
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12. TAKAFUL CERTIFICATE LIABILITIES

Takaful funds and Company
30.06.2014

General takaful fund (Note (a))
~ Family takaful fund (Note (b))

31.12.2013

General takaful fund (Note (a))
Family takaful fund (Note (b))

(a) General takaful fund

30.06.2014

Claims liabilities (Note (i)}
Contribution liabilities (Note (ii))
31.12.2013

Claims liabilities {Note (i})
Contribution liabilities (Note (ii))

Gross Retakaful Net
RM"000 RM'000 RM'000
1,337,734 (245,730) . 1,092,004
5,753,541 (25,846) 5,727,695
7,091,275 (271,576) 6,819,693
1,242,814 (205,298) 1,037,516
5,519,963 (15,817) 5,504,148
6,762,777 (221,115) 6,541,662
Gross Retakaful Net
RM'000 RM'000 RM'000
748,528 (205,477) 543,051
589,206 (40,253) 548,953
1,337,734 (245,730) 1,092,004
699,800 (173,839} 525,961
543,014 {31,459} 511,555
1,242,814 (205,298)

17
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12. TAKAFUL CERTIFICATE LIABILITIES {CONT'D.)

(a) General takaful fund (cont'd.)

(i)

(i)

Claims liabilities

30.06.2014

At beginning of period

Claims incurred in the current
accident period

Movement in claims incurred
in prior accident period

Claims paid during the period

Movements in PRAD

At end of the period

31.12.2013

At beginning of year

Claims incurred in the current
accident year

Movement in claims incurred
in prior accident years

Claims paid during the year

Movements in PRAD

At end of the year

Contribution liabilities

30.06.2014

At beginning of the period

Contributions written during
the period

Contributions earned
'during the period

Af end of the periad

18

Gross Retakaful ‘Net
RM'000 RN'000 RM'000
699,800 (173,839} 525,961
277,995 (13,535) 264,460

(3,879) (22,820) (26,699)

(237,041) 12,074 (224,967)

11,653 (7,357) 4,296
748,528 (205 477) 543,051
748,517 (237,507) 511,010
565,662 (59,005) 506,657
(45,080) 15,714 (29,366)

(548,792) 84,430 (464,362)
(20,507) 22,529 2,022
699,800 (173,839) 525,961
Gross Retakaful Net

~ RM'000 RM'000 RM'000
543,014 (31,459) 511,555
516,944 (70,751) 446,193
(470,752) 61,057 (408,795)
589,206 (40,253) 548 953
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12. TAKAFUL CERTIFICATE LIABILITIES (CONT'D.}

{2) General takaful fund (cont'd.)

(i) Contribution liabilities (cont'd)

Gross Retakaful Net
RM"000 RM'000 RM'000

31.12.2013
At beginning of the year 545,639 (35,-858) 509,781
Cantributicns written during . -

the year 885,648 (82,806) 802,842
Contributions earned

during the year (888,273) 87,205 (801,068)
At end of the year 543,014 - (31,459) 511,555

(b) Family takaful fund

(i) The family takaful certificate liabilities and its movements are further analysed as

follows:
Gross Retakaful Net
RM'000 RM'000 - RM'000
30.06.2014
Provision for outstanding _
claims (Note (ii)) 71,279 {657) 70,622
Actuarial liabilities (Note (ii)) 5,670,961 (25,189) 5,645,772
NAV attributable to
unitholders (Note (ii)) - 11,301 - 11,301
: 5,753,541 (25,846) 5,727,695
31.12.2013
Provision for outstanding _ _
claims (Note (if)) ' 67,385 (540} 66,845
Actuarial liabilities (Note (ii)) 5,452,578 (15,277) 5,437,301

5,519,963 (15,817) 5,504,146
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ETIQA TAKAFUL BERHAD
(Incorporated in Malaysia}

'13. OPERATING LEASE COMMITMENTS _

14.

As at the reporting date, the Company and takaful funds lease office premises under lease
agreements that are not cancellable within a year. The leases contain renewable options.

Future minimum lease payments for leases with initial or remaining terms of one year or

more are as follows:

Within 1 year
After 1 year but not more than 5 years

CAPITAL COMMITMENTS

Shareholder's funci

Approved and contracted for:
Intangible assets

Approved and not contracted for:
Intangible assets

21

30.06.2014  31.12.2013
RM'000 RM'000
9,288 9,540
35,309 35,928
44,597 45,468
30.06.2014 31.12.2013
RM'000 RM'000
3,265 3,384
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15. REGULATORY CAPITAL REQUIREMENT

The capital structure of the Company as at 30 June 2014, as prescribed under the RBCT
Framework which is effective for financial year beginning on and after 1 January 2014, is
provided below :

30.06.2014
RM'000
Eligible Tier 1 Capital

Share capital (paid up) ' : _ 400,000
Reserves, including retained earnings 3,296,143
' : : 3,696,143
Tier 2 Capital : _
Available-for-sale reserves _ (8,544)
Subordinated sukuk 300,000
' 291,456

Amount deducted from Capital (151,442)
Total Capital Available - _ 3,836,157
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16. CONTINGENT LIABILITIES
(i) Counter claim on litigated case

In 2004, the Company commenced a civil suit against a third party (“the First Defendant”™}
and all the guarantors for the failure to pay two monthly instalments amounting to RMO0.8
million. The First Defendant counter claimed for loss and damage amounting to RM283.6
million as a result of the Company’s alleged failure to release the balance of the facility of
RM7.5 million. It was alleged that the First Defendant was unable to carry on with its project
and therefore had suffered loss and damage.

The Company's application for Summary Judgment was heard on 14 May 2009 and allowed
by the Kuala Lumpur High Court ("KLHC"). In addition, the KLHC ordered that the First
Defendant’s counter claim against the Company be dismissed.

The First Defendant then filed a Notice of Motion to the Court of Appeal for stay of execution
and to appeal against the decision of the KLHC dated 14 May 2009. During the hearing of
the application for stay of execution on 28 October 2009, the Court of Appeal had dismissed
the application with cost.

The First Defendant's appeal against the decision of the KLHC dated 14 May 2009 was
heard by the Court of Appeal on 4 March 2010 which had allowed the First Defendant’s
appeal with cost. Thus, the Summary Judgment granted by the KLHC on 14 May 2009 was
set aside and the siriking out of the Defendants' counter-claim was now overturned. The
Court of Appeal had directed the matter to be set down for full trial.

The full trial concluded on 29 June 2011 and on 21 September 2011 the KLHC had
dismissed the Defendants’ counter-claim against the Company and allowed judgment to be
entered against the Defendants. The First, Second and Fourth Defendants then filed for a
stay of execution of the Judgment dated 21 September 2011 and on 8 December 2011, the
KLHC dismissed the said application with costs of RM1,000.

The First, Second and Fourth Defendants have filed for appeal against the decision dated 21
- September 2011 fo the Court of Appeal. The Court of Appeal had on 16 April, 2013
dismissed the appeal with cost of RM10,000 against each Defendant. All Defendants have
filed thelr appeal against the decision of the Court of Appeal dated 16 April 2013 to the
Federal Court.

However, in view of the agreed settlement between the Company and all Defendants as per
the letter dated 27 November, 2013, a Consent Order was entered by the Company at the
High Court of Muar on 18 December, 2013. As part of the agreed terms of settlement, all .
Defendants have withdrawn their respective appeal at the Federal Court. The Company is

- expected to receive the final instalment payment of the agreed setlement sum by 15th
Cctober, 2016. .
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16. CONTINGENT LIABILITIES (CONT'D.}
(ii) Letter of demand from service provider

On 22 Oclober 2012, the Company and its fellow subsidiary had terminated the services of a
service provider on the grounds that they had not complied with the services required of
them under a service level agreement between the service provider and the Company and
its fellow subsidiary. On 28 November 2012, the service provider had, via its solicitors,
issued a letter of demand against the Company and its fellow subsidiary for a particular sum,
alleged to be amounis owing to the service provider for outstanding claims by Medical
providers.

In respect of the amounts claimed by the service provider, management is of the opinion that
the claimed amounis were not substantiated and, thus, no payments were made. The
Company's and its feliow subsidiary's solicitors had advised management that the Company
and its fellow subsidiary had a reascnable defence against the claim until such time as
sufficient evidence is given by the service provider to support the claimed amounts.
Accordingly, the management of the Company and its fellow subsidiary are of the view that
an accrual for the claimed amounts is not necessary as the alleged amounts are not
substantiated by documentary evidence.
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17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

(a} Fair value hierarchy

The company classify its financial instruments measured at fair value according to the
fair value hierarchy.

The levels of the fair value hierarchy as defined by the accounting standards are an
indication of the observability of prices or valuation input. If can be classified into the
following hierarchies/levels:

« Level 1: Active Market — quoted price

Refers to financial instruments which are regarded as quoted in an active markst if

quoted prices are readily and regularly available from an exchange, dealer, broker,

industry group, pricing service or regulatory agency, and those prices represent -
actual and regularly occurring market transactions on an arm’s length basis. Such

financial instruments include quoted equity securities and quoted unit and property

trust funds.

Level 2 : No Active Market — Valuation techniques using observable input
Refers to inpufs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly (i.e. prices) or indirectly (i.e.

derived from prices).

Examples of level 2 financial instruments include Malaysian government papers,
unguoted debt securities and negotiable Islamic certificates of deposits.

Level 3 : No Active Market — Valuation technigues using uncbservable input
Refers to financial instruments where fair values are measured using unobservable

market inputs. The valuation technique is consistent with level 2. The chosen
valuation technique incorporates management's assumptions and data.

Examples of level 3 instruments include unquoted equity securities and foreign
notes.
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17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (CONT'D)

(a) Fair value hierarchy

Shareholder's Fund

Valuation techniques using: |

Level 1 Level 2 Level 3
Quoted Significant
market Observable unobservable
prices inputs inputs Total
RM'000 RM'000 'RM'000 RM'000
30.06.2014
Assets
Available-for-sale ("AFS™)
Malaysian government

papers- - 60,840 - 60,840
Unquoted debt

securities in ;

Malaysia - 1,319,100 - 1,319,100
Equity securities 162,130 - - 162,130
Quoted unit and '

property trust .

funds in Malaysia 2,100 - - 2,100
Investment-linked units 11,025 - - 11,025
Structured products - 23,603 - 23,603

Taotal assets 175,255 1,403,543 - 1,578,798
31.12.2013
Assels
Available-for-sale ("AFS")
Malaysian government _

papers - 2,003 - 2,003
Unquoted debt ' ‘ :

securities in

Malaysia - 985,257 - 985,257
Equity securities 160,198 - 32 180,227

- Quoted unit and

property trust

funds in Malaysia 2,352 - - 2,352
Structured products - 23,775 - 23,775

Total assets 152,547 1,011,035 32 1,163,614
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17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (CONTD) -

{a) Fair value hierarchy

General takaful fund

30.06.2014
Assels
Avallable-for-sale ("AFS") -

Malaysian government papers
Unguoted debt securities in MalaySIa
Equity securities
Structured products
Negetiable Islamic certificates

of deposits

Total assets

31.12.2013
Assels
Available-for-sale ("AFS")

Malaysian government papers
Unquoted debt securities in Malaysrdl
Equity securities
Structured products
Negotiable [slamic certificates

of deposits -

Total assets

| Valuation techniques usin&I

Level 1 Level 2
Quoted
market Observable
prices inputs Total
RM'000 RM'000 RM'000
- 533,587 533,587
- - 739,635 739,635
24,571 - 24,571
- 18,494 . 18,494
- 9,317 9,317
24,571 1,301,033 1,325,604
- 321,910 321,910
- 655,980 655,980
24,725 - 24,725
- 18,342 18,342
- 9,176 9,176
24,725 1,005,408 1,030,133
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17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (CONT'D)

(a) Fair value hierarchy

Family takaful fund

| Valuation techniques using:

Level 1 Level 2
Quoted
market Observahle
prices inputs Total
RM'000 RM'000 RM'000
30.06.2014

Assels _ :
Available-for-sale {"AFS"):
Malaysian
government
papers _ - 160,738 150,738
Unquoted debt
securities in
Malaysia - 1,451,697 1,451,697
Equity securities 1,533,818 - 1,533,818
Quoted unit and
property trust :
funds in Malaysia . 14,087 - 14,087
Negotiable Islamic -
certificates of deposit - 17,193 17,193

Designated upon intial
recognition as Fair Value
Through Profit or Loss
("FVTPL"):
Malaysian
government papers - 549,061 549,061
Unqguoted debt
securities in
Malaysia - 3,497,380 3,497,380
Structured products _ - 119,319 119,319
Negotiable Islamic
ceriificates of deposit - 103,862 103,862

HFT financial investments:
Malaysian
government papers - 3,903 3,903
Unquoted debt .
securities in Malaysia - 4,579 4,579
Equity securities 983 983

Total asseis : 1,648,888 5,897,732 7,446 620
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17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (CONT'D)

(a) Fair value hierarchy

Family takaful fund {(cont'd)

Valuation techniques using:

31.12.2013
Assets
Available-for-sale ("AFS"):
Malaysian
government
papers
Ungquoted debt
securities in
Malaysia
Equity securifies
Quoted unit and
property trust
funds in Malaysia
Negotiable Islamic
certificates of deposit

Designated upon intial
recognition as Fair Value
Through Profit or Loss
("FVTPL"):

Malaysian
govemnment papers
Unquoted debt
securities in
Malaysia
Structured products
Negotiable lslamic
cerfificates of deposit

Level 1
Quoted
market

Level 2

Observable

prices

RM"000

1,025,803

30,156

inputs
RM'000

245,021
1,339,085

16,913

956,067

3,447,729
118,887

102,183

Total
RM'000

245,021

1,338,095
1,025,903

-30,156

16,913

956,067

3,447,729
118,887

102,183

Total assets

1,058,059

6,225,895

7,281,954
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17. FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS (CONT'D)

(b) Reconciliation of level 3 fair value hierarchy

AFS financial
assets
RM'000
Shareholders fund
Unquoted Equity Securities
30.06.2014
As-at 1 January 2014 ' ' 32
Recognised in income statement: _
Impairment loss {32)
As at 30 June 2014 : “
31.12.2013
As at 1 January/31 December 2013 32
HFT financial
assets
RM'000
Family takaful fund
Foreign Notes
30.06.2014
As at 1 January/30 June 2014 -
31.12.2013
As at 1 January 2013 ' ' 7,731
Recognised in income statement;
Fair value gainf{ioss) 773
Disposal (8,504)

As at 31 December 2013 _ -
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