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Prudential Assurance Malaysia Berhad

(Company No. 107655-U)
(Incorporated in Malaysia)

Directors’ report for the year ended 31 December 2016

The Directors have pleasure in submitting their report together with the audited financial
statements of the Company for the financial year ended 31 December 2016.

Principal activities

The Company is principally involved in the underwriting of life insurance business, which
includes linked business and, related thereto, the investment of funds and general insurance
business. There has been no significant change in the nature of these principal activities during
the year.

Ultimate holding company

The ultimate holding company is Prudential plc., a company incorporated in the United
Kingdom which is listed on the London, New York, Hong Kong and Singapore Stock
Exchanges.

Results
RM’000
Net profit for the year 477,546

Reserves and provisions

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

Insurance liabilities

Before the financial statements of the Company were made out, the Directors took reasonable
steps to ascertain that there was adequate provision for its insurance liabilities in accordance
with the valuation methods specified in Part D of the Risk-Based Capital Framework (“RBC
Framework”™).
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Dividends

Since the end of the previous financial year, the amount of dividends paid by the Company
were as follows:

i) In respect of the financial year ended 31 December 2015:

« a final single tier dividend of 380% totalling RM380.0 million declared on 24 May 2016
and paid on 31 May 2016.

ii) In respect of the financial year ended 31 December 2016:

« an interim single tier dividend of 195% totalling RM195.0 million declared and paid on
28 November 2016.

As at the date of financial statements, the Directors do not recommend any final dividend to
be paid for the financial year under review.

Directors of the Company
Directors who served during the financial year until the date of this report are:

Ho Yik

Abdul Khalil bin Abdul Hamid

Richard Patrick George Duxbury

Kevin Lee Holmgren

Gan Leong Hin

Lilian Lup-Yin Ng

Soon Dee Hwee (Appointed w.e.f. 7 March 2016)

Chan Wan Siew (Resigned w.e.f. 24 January 2016)

Dato’ Dr Gan Khuan Poh @ Gan Miew Chee (Resigned w.e.f.17 February 2017)
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Statement on corporate governance and internal controls

The Board of Directors (the Board) is committed to comply with the Policy Document on
Corporate Governance, BNM/RH/PD 029-9 issued by Bank Negara Malaysia (BNM). The
Board and the Chief Executive Officer (CEO) are collectively responsible for the proper
stewardship of Prudential Assurance Malaysia Berhad (the Company) by ensuring the
achievement of its corporate objectives, promoting sustainable growth and financial soundness
as well as for ensuring reasonable standards of fair dealing without undue influence from any
party whilst inculcating sound corporate governance. This includes a consideration of the long
term implications of the Board’s decisions on the Company and its customers, officers and the

general public.

1 Board of Directors

(a) Roles and Responsibilities of the Board

The Board is responsible for approving the Company’s strategic plans and key
policies, whilst providing effective oversight of the Management’s performance, risk
assessment and controls over business operations. The Board applies high ethical
standards in their decision making taking into account the interests of all stakeholders.

The principle responsibilities of the Board as prescribed in the Terms of Reference of
the Board include the following:

(M)

(ii)

(iii)

(iv)

Safeguard the credibility and reputation of the Company by ensuring the
management team and all employees conduct business with highest levels of
integrity.

Adhere to the Code of Ethics for Company Directors issued by the Companies
Commission of Malaysia.

Promote, together with senior management, a sound corporate culture within
the Company which reinforces ethical, prudent and professional behaviour.

Oversee the selection, performance and remuneration and succession plans for
the CEO, Control Function Heads and other members of the Senior
Management Team such that the Board is satisfied with the collective
competence of Senior Management to effectively lead the operations of the
Company.

Supervise the affairs of the Company to ensure sound management by:

(a) Ensuring at all times, the assets are properly managed to meet its liabilities
and in compliance with the relevant legal and regulatory requirements.

(b) Being well informed of the affairs of the Company by monitoring and
supervising the affairs of the Company.

(c) Retaining minutes of Board meetings and record of actions by directors in
connection with their oversight responsibilities.
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Statement on corporate governance and internal controls
(continued)

1 Board of Directors (continued)

(@)

(b)

Roles and Responsibilities of the Board (continued)

(vi) Review and approve key policies, objectives and a clear framework that covers
critical areas, including but not limited to solvency management, underwriting,
claims management, reinsurance, investment, loans, risk management, financial
planning and budgeting, and human resource management. To set clear lines of
authority (and limits to this authority) for all levels of staff.

(vii) Adhere to the relevant disclosure requirements prescribed by the Companies
Act 2016, Financial Services Act 2013 and BNM Guidelines.

(viii) Promote timely and effective communication between the Company and BNM
on matters affecting or that may affect the safety and soundness of the
Company.

(ix) Undertake various functions and responsibilities as specified by the Company
in the guidelines and directives issued by the regulatory authorities from time
to time.

(x) Observe all laws, rules and regulations as part of their statutory duties and be
familiar with relevant laws, related regulations, interpretative rulings and
notices and exercise care to see that these are not violated.

The Board members are provided with regular updates on key aspects of the
Company’s financials and operations including changes to regulatory requirements.
Prior to each Board meeting, the Board members are provided with Notice of Board
meetings and Board papers for each agenda items in advance to enable the Directors
sufficient time to properly consider the issues and be prepared for discussion. Any
additional information requested by the Directors is made available to them in a
timely manner.

Board Size and Composition

The Board comprised of eight (8) members including the Chairman as at the end of
the financial year 2016. The Board size is conducive to decision making and is
appropriate given the size of the Company’s operations. The composition of the
Board remains adequate to provide for a diversity of views, facilitate effective
decision making, and appropriate balance of executive, non-executive, independent
and non-independent directors.
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Statement on corporate governance and internal controls

(continued)

1 Board of Directors (continued)

(b) Board Size and Composition (continued)

The composition of the Board during the financial year 2016 and up to the date of this

report is as follows:

Non-Independent Non-Executive
Director

No. | Name Designation Appointment/
Resignation
1. | Lilian Lup-Yin Ng | Chairman Resigned as

Chairman w.e.f.
1 January 2017

2. |HoYik

Member
Non-Independent Non-Executive
Director

3. | Abdul Khalil bin
Abdul Hamid

Member
Independent Non-Executive
Director

Appointed as
Chairman w.e.f.
1 January 2017

Director

4. | Dato’ Dr Gan Member Resigned w.e.f.
Khuan Poh @ Gan | Independent Non-Executive 17 February 2017
Miew Chee Director

5. | Richard Patrick Member -

George Duxbury Independent Non-Executive
Director
6. | KevinLee Member -
Holmgren Independent Non-Executive
Director
7. | Soon Dee Hwee Member Appointed w.e.f.
Independent Non-Executive 7 March 2016
Director
8. | Chan Wan Siew Member Resigned w.e.f.
Independent Non-Executive 24 January 2016

9. | Gan Leong Hin

Member
Executive Director/Chief
Executive Officer

(c) Profile of Directors

The Board members are nominated based on diverse background, mix of skills,
experience and other core competencies to carry out effective oversight of the
Company’s operations in order to achieve its corporate objectives and fulfil its
fiduciary responsibilities.
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Statement on corporate governance and internal controls

(continued)

1 Board of Directors (continued)

©

Profile of Directors (continued)

A brief background of each Director who served on the Board during the financial
year 2016 is appended below:

@

(i)

(iii)

Lilian Lup-Yin Ng
Non-Independent Non-Executive Director/Chairman

Lilian Lup-Yin Ng, age 52, was the Chairman of the Company. Mdm. Ng
joined Prudential Assurance Company Limited (Hong Kong branch) in 1994
and has spent 20 years with Prudential since. She was appointed as the Chief
Executive, Insurance of Prudential Corporation Asia (PCA) in June 2015. As
the Chief Executive, Insurance of PCA, Mdm. Ng is tasked with the overall
responsibility of managing Prudential’s network of insurance business units
in Asia.

Ho Yik
Non-Independent Non-Executive Director

Ho Yik, age 80, is a Non-Independent Non-Executive Director of the
Company. Mr. Ho joined the Company in 1968 and was part of the
management team until his appointment as a Director of the Company since
1985 until to-date.

Mr. Ho currently serves as a Board member of Rockwills Trustees Berhad,
Rockwills Trustees Limited, The Wesleyan Community Berhad and
Winning Formation Sdn. Bhd.

Abdul Khalil bin Abdul Hamid
Independent Non-Executive Director

Abdul Khalil bin Abdul Hamid, age 61, is an Independent Non-Executive
Director of the Company. En. Abdul Khalil has worked in the financial
industry since 1980 until his retirement in 2013. His career included
leadership roles in AFFIN Bank Berhad and the Bank of Tokyo-Mitsubishi
UFJ (Malaysia) Berhad.

En. Abdul Khalil currently serves as a Board member of Prudential BSN
Takaful Berhad and Kuwait Finance House (Malaysia) Berhad.



Company No. 107655-U

Statement on corporate governance and internal controls

(continued)

1 Board of Directors (continued)

©

Profile of Directors (continued)

@iv)

)

(vi)

Dato’ Dr Gan Khuan Poh @ Gan Miew Chee
Independent Non-Executive Director

Dato’ Dr. Gan Khuan Poh, age 72, was an Independent Non-Executive
Director of the Company. Dato’ Dr. Gan has had a notable career with the
Government of Malaysia, primarily in the field of economic policymaking
and planning. He served the Government since 1967 and became the Senior
Director, Macroeconomics before he left to continue his career in the private
sector in 1997.

Dato’ Dr. Gan is also a Board member of Permodalan BSN Berhad.

Richard Patrick George Duxbury
Independent Non-Executive Director

Richard Patrick George Duxbury, age 71, is an Independent Non-Executive
Director of the Company. Mr Duxbury has had various senior appointments
undertaken during a long and rewarding career with Friends Life Group from
1974 to 2012. Mr. Duxbury was subsequently appointed as a Board member
of AmLife Insurance Berhad and AmFamily Takaful Berhad from 2008 to
2012.

Mr. Duxbury has no external directorships to-date.

Kevin Lee Holmgren
Independent Non-Executive Director

Kevin Lee Holmgren, age 57, is an Independent Non-Executive Director of
the Company. Mr. Holmgren joined Prudential as the CEO of PT Prudential
Life Assurance, Indonesia in January 2001. He was subsequently made the
Co-Chief Operating Officer of Prudential Corporation Asia (PCA), Hong
Kong from June 2003 until October 2005, after which he returned to PT
Prudential Life Assurance, Indonesia as the CEO for another 4 and a half
years. Mr. Holmgren was last appointed as the CEO of Prudential Assurance
Corporation Singapore from January 2011 until January 2013.

Mr. Holmgren has no external directorships to-date.
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Statement on corporate governance and internal controls

(continued)

1 Board of Directors (continued)

(¢) Profile of Directors (continued)

(vii)

(viii)

Soon Dee Hwee
Independent Non-Executive Director

Soon Dee Hwee, age 56, is an Independent Non-Executive Director of the
Company. She is a Chartered Accountant registered with the Malaysian
Institute of Accountants. Mdm. Soon is currently the Senior Vice President
of Corporate Affairs and Investments of Hwang Capital (Malaysia) Berhad
Group since April 2014 until to-date.

Mdm. Soon currently serves as a Board member of Bison Consolidated
Berhad and Asian Pac Holdings Berhad.

Chan Wan Siew
Independent Non-Executive Director

Chan Wan Siew, age 66, was an Independent Non-Executive Director of the
Company. As at the date of his appointment on 25 January 2013, Mr. Chan is
a member of the Chartered Accountants Malaysia, a Fellow Member of the
Association of Chartered Certified Accountants (UK) and Certified Practicing
Accountant, Australia (CPA Australia). Mr. Chan is also an active contributor
to various corporate and professional sectors such as the Federation of Public
Listed Companies (FPLC) and the Malaysian Institute of Accountants (MIA).

Mr. Chan is a Senior Independent Non-Executive Director on the Board of
Luxchem Corporation Berhad and Integrax Berhad. He is also a Board
member of Prestariang Berhad, the Malaysian Alliance of Corporate
Directors (MACD) and the President of Business Transitions Asia Sdn. Bhd.
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Statement on corporate governance and internal controls
(continued)

1 Board of Directors (continued)

(c)

@

Profile of Directors (continued)

(ix) Gan Leong Hin
Executive Director/Chief Executive Officer

Gan Leong Hin, age 58, is the Executive Director/CEO of the Company. He
began his career with AMP Limited, Australia in 1982 and was last the
Regional Chief Actuary before he joined Manulife Financial, Asia, Hong
Kong (Manulife) in 2004. Mr. Gan served Manulife for 9 years. He resigned
from his Chief Financial Officer (CFO) and Vice President posts in Manulife
and was subsequently appointed as the CFO of the Company in April 2013.
Mr. Gan was appointed as the Executive Director/CEO of the Company on
26 November 2015.

Mr. Gan currently serves as a Board member of Prudential BSN Takaful
Berhad and Malaysian Life Reinsurance Group Berhad.

All the Board members do not hold any shares in the Company.
Training and Education provided to the Board

Members of the Board possess the necessary qualifications and experience to
discharge their duties and responsibilities effectively. They are also continually
assessed to ensure that they meet the fit and proper criteria prescribed under the
BNM Guideline on Fit and Proper Criteria (BNM/RH/GL 018-5) and Section 60 of
the Financial Services Act 2013 (“FSA”).

Members of the Board have attended training programmes and dialogues organised
by the I Leadership and Governance Centre and the Financial Institutions Directors’
Education (FIDE) Forum. The Company is a registered corporate member of the
FIDE Forum since 2012 and the Board has continuous access to the many discussion
sessions organised by FIDE Forum throughout the year.

The Board also participates in Directors’ Briefing Sessions organised by the
Company Secretariat with the aim of enhancing the Board’s understanding and
knowledge of actuarial and investment reports, amongst others.
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Statement on corporate governance and internal controls
(continued)

1 Board of Directors (continued)

(@

Training and Education provided to the Board (continued)

An induction programme is also available for newly appointed Directors. The new
Directors are provided with a comprehensive information pack which contains the
relevant laws and regulations on their roles and responsibilities, Terms of References
of the Board and its Committees, Fit and Proper Policy and Procedures, Age and
Tenure Policy, Code of Ethics and the Company’s strategic plans for the year. New
Board members are also provided with the opportunity to meet with selected
members of the Executive Committee to discuss the Company’s operations. The
Company Secretary facilitates the induction program by providing access to
documentation on finance, strategic planning, operations and risk management,
amongst others to assist the new Board Member during their familiarisation session.

Members of the Board are subject to retirement by rotation and re-election pursuant
to Article 66A of the Articles of Association.

2 Board Committees

The Board has established the following Board Committees to assist in the management of
the Company’s business and discharge of its duties:

(i)

(ii)
(iii)
@iv)

®

Audit Committee
Risk Management Committee

Nominating Committee
Remuneration Committee
Audit Committee

No. | Name Designation

1. | Dato’ Dr Gan Khuan Poh @ Gan Miew Chee Chairman
(Resigned as Chairman and member w.e.f. 17 February
2017)

2. | Abdul Khalil bin Abdul Hamid Member

3. |HoYik Member

4. | Chan Wan Siew (Resigned as member w.e.f. 24 January Member
2016)

5. | Richard Patrick George Duxbury Member

6. | Kevin Lee Holmgren Member

7. | Soon Dee Hwee (Appointed as a member w.e.f. 7 March Member
2016 and Chairman w.e.f. 18 February 2017)
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Statement on corporate governance and internal controls
(continued)

2 Board Committees (continued)

@

(i)

Audit Committee (continued)
Roles and Responsibilities of the Audit Committee

The Audit Committee is responsible for reviewing the Company’s financial
statements and for the effectiveness of the Company’s internal control and risk
management systems. The Audit Committee also monitors the effectiveness and
objectivity of the internal and external auditors. The Audit Committee meets at least
once every quarter to review the reports submitted by the Internal Audit team,
Compliance team and the external auditor.

Risk Management Committee

No. | Name Designation

1. | Dato’ Dr Gan Khuan Poh @ Gan Miew Chee Chairman
(Resigned as Chairman and member w.e.f. 17 February
2017)

2. | Abdul Khalil bin Abdul Hamid Member

3. | HoYik Member

4. | Chan Wan Siew (Resigned as member w.e.f. 24 January Member
2016)

5. | Richard Patrick George Duxbury (dppointed as Chairman | Member
w.e.f. 18 February 2017)

6. | Kevin Lee Holmgren Member

7. | Lilian Lup-Yin Ng (Resigned as member w.e.f. 24 Member
February 2017)

8. | Soon Dee Hwee (Appointed as a member w.e.f. 7 March Member
2016)

Roles and Responsibilities of the Risk Management Committee

The Risk Management Committee is responsible for the overall risk oversight of
the effectiveness of the Company's Risk Framework. The Risk Management
Committee shall provide leadership, direction and oversight with regard to the
Company’s overall risk appetite and tolerance and risk management framework
which includes risk and business continuity management policies, processes and
controls. The Risk Management Committee will also oversee senior officers in
managing key risk areas and ensure that an appropriate risk management process is
in place and functioning effectively. The Risk Management Committee meets at
least once every quarter to review the Management’s reports on risk exposure and
risk management activities.
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Statement on corporate governance and internal controls

(continued)

2 Board Committees (continued)

(iii) Nominating Committee

No. | Name Designation

1. | Abdul Khalil bin Abdul Hamid (Resigned as Chairman Chairman
w.e.f. 1 January 2017)

2. |HoYik Member

3. | Dato’ Dr Gan Khuan Poh @ Gan Miew Chee (Resigned as | Member
member w.e.f. 17 February 2017)

4. | Chan Wan Siew (Resigned as member w.e.f. 24 January Member
2016)

5. | Richard Patrick George Duxbury (4dppointed as Chairman | Member
w.e.f. 1 January 2017)

6. | Kevin Lee Holmgren Member

7. | Lilian Lup-Yin Ng Member

8. | Gan Leong Hin Member

9. | Soon Dee Hwee (Appointed as a member w.e.f. 7 March Member
2016)

Roles and Responsibilities of the Nominating Committee

The Nominating Committee is responsible for establishing a formal and transparent
procedure for the appointment of Directors, CEO, Control Function Heads, Senior
Management Team (SMT) and Company Secretary. The Nominating Committee
also assesses the effectiveness of individual Directors, the Board as a whole
(inclusive of its committees), CEO, Control Function Heads, SMT and the
Company Secretary on an on-going basis. The Nominating Committee meets at
least once a year to fulfil its responsibilities.

(iv) Remuneration Committee

No. | Name Designation

1. | Abdul Khalil bin Abdul Hamid (Resigned as Chairman Chairman
w.e.f. 1 January 2017)

2. |HoYik Member

3. | Chan Wan Siew (Resigned as member w.e.f. 24 January Member
2016)

4. | Richard Patrick George Duxbury Member

5. | Kevin Lee Holmgren Member

6. | Lilian Lup-Yin Ng (Resigned as member w.e.f. 24 Member
February 2017)

7. | Soon Dee Hwee (Appointed as a member w.e.f. 7 March Member
2016 and Chairman w.e.f. 1 January 2017)
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Statement on corporate governance and internal controls
(continued)

2 Board Committees (continued)
(iv) Remuneration Committee (continued)
Roles and Responsibilities of the Remuneration Committee

The Remuneration Committee is responsible for establishing a formal and
transparent procedure for developing the remuneration policy for the Directors,
CEO, Control Function Heads and Senior Management Team and to ensure that
their compensation is competitive and consistent with the insurer’s culture,
objectives and strategy. The Remuneration Committee meets at least once a year
to fulfil its responsibilities.

3 Directors’ attendance at Board and Board Committee meetings during the financial
year ended 31 December 2016

Risk
Audit Management| Nominating| Remuneration
Board Committee | Committee | Committee Committee
Lilian Lup-Yin Ng| 10 out of 10 N/A 4 out of 4 5outof5 4 out of 4
Ho Yik 10 outof 10 | 4 outof4 4 out of 4 Soutof5 4 out of 4
Abdul Khalil bin | 10 outof 10 | 4 outof 4 4 out of 4 S5outof5 4 out of 4
Abdul Hamid
Dato’ Dr Gan 10outof 10 | 4 outof4 4 out of 4 Soutof5 N/A
Khuan Poh @ Gan
Miew Chee
Richard Patrick 10outof 10 | 4 outof4 4 out of 4 Soutof5 4 out of 4
George Duxbury
Kevin Lee 10 outof 10 | 4 outof4 4 out of 4 5 outof 5 4 out of 4
Holmgren
Soon Dee Hwee* | 9 out of 10 4 out of 4 4 out of 4 4 out of 5 4 out of 4
(Appointed w.e.f.
7 March 2016)
Chan Wan Siew** - - - - -
(Resigned w.e.f.
24 January 2016)
Gan Leong Hin 10 out of 10 N/A N/A Soutof5 N/A

N/A — Not Applicable (not a member)

* Soon Dee Hwee was appointed as a member of the Audit, Risk Management, Nominating and
Remuneration Committees w.e.f. 7 March 2016.

** No Board and Committee meetings were held before Chan Wan Siew’s resignation on 24 January 2016.
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Statement on corporate governance and internal controls
(continued)

4

Corporate independence

The Company has complied with the BNM’s Guidelines on Related-Party Transactions
(BNM/RH/GL 018-6) in respect of all its related-party undertaking. Full disclosure had
been made to the Board, and when the amount involved in a transaction was material, the
Board’s approval for the transaction had also been sought.

Internal control framework

The Board exercises overall responsibilities for the Company’s internal controls and risk
management. The Company has established Risk Framework which provides reasonable
assurance on the effectiveness and efficiency of the operations that ensure compliance
with the applicable laws and regulation, as well as to safeguard the assets of the Company
and stakeholders’ interests. Continuous assessment of the effectiveness and adequacy of
internal controls, which includes and independent examination of controls by the internal
audit function, ensures that corrective action where necessary, is taken in a timely
manner.

(@ In the Risk Framework, the Company applies the principle of three (3) lines of
defence model: risk taking and management, risk control and oversight and
independent assurance as illustrated below:

(i) First line of defence

The first line of defence comprising the business functions involved in the risk
taking and management of the Company.

The business functions take and manage risk exposure in accordance with the
risk appetite, mandate and limits set by the Company’s Board of Directors or
Board Risk Management Committee.
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Statement on corporate governance and internal controls
(continued)

5

Internal control framework (continued)

(@)

In the Risk Framework, the Company applies the principle of three (3) lines of
defence model: risk taking and management, risk control and oversight and
independent assurance as illustrated below: (continued)

(ii) Second line of defence

The second line of defence which is Risk Control and Oversight function
reporting to the Chief Risk Officer, comprising:

Risk Management function

The Risk Management function consists of Financial Risk, Operational
Risk, Business Continuity and Information Risk sections. The function
identifies, measure, monitor, control and report on risk exposures that
encompass risks at firm-wide, portfolio and business-line level, as well as
both on and off-balance sheet exposures. The function provides review
and oversight on management actions and strategic direction from the
perspective of prudent risk management. The function supports the Board
Risk Management Committee and is responsible for the implementation
and coordination of risk initiatives and requirements across the business.

Compliance function

The Compliance function reports to the Chief Risk Officer. Its main
function is to provide advice, guidance and supports to the business
functions on regulatory matters. The Compliance function also manages
the regulatory changes within the Company by working closely with the
relevant business functions in ensuring proper implementation of the
regulatory changes. Monitoring and review activities are carried out by
the Compliance function to provide the assurance that the business is
carried out within the ambit of the regulatory requirements. Additionally,
the Financial Crimes function outlines the governing policies and manages
matters relating to anti-money laundering, anti-bribery and corruption as
well as conflict of interest of the Company.

(iii) Third line of defence

The third line of defence is the Internal Audit function, which provides
independent assurance on the design, effectiveness and implementation of the
overall system of internal control which covers risk management and
compliance.
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Statement on corporate governance and internal controls

(continued)

5  Internal control framework (continued)

(b) The key policies and procedures for each of the internal control/second line
functions are as follows:

(i) For the Risk Management function, the Risk Framework is reviewed
biannually or from time to time, to reflect the latest changes in the Prudential
Group, PCA or local regulatory requirements and approved by the Board.

(i) For the Compliance function, the key policies and procedures include:

Compliance Manual sets out the general compliance standards and
provision of principal laws and regulations governing the Company’s
operations. The Compliance Manual is reviewed annually and any
subsequent significant changes are approved by the CEO.

Regulatory Engagement Protocol entails the communication and
information exchange with any relevant regulatory bodies.

Anti-Money Laundering (“AML”)/Counter-Terrorist Financing (“CFT”)
Policy sets out requirements, standards and guidance that support the
Company’s compliance with Prudential Group and Bank Negara
Malaysia’s guidelines. The AML/CFT Policy is reviewed annually and
any changes are approved by the Board.

Anti-Bribery and Corruption Policy, including Gift and Hospitality
(G&H) which sets out the minimum requirements that support the
Company’s compliance with Prudential Group Anti-Bribery and
Corruption Policy and Prudential Group Gift and Hospitality (G&H)
Policy. The Anti-Bribery and Corruption Policy is reviewed annually and
any changes are approved by the Executive Risk Committee.

Conflict of Interest Policy is established to adopt measures to avoid
conflict of interest, identify the existence of any conflict of interest and
to disclose the existence of conflict of interest. The Conflict of Interest
Policy is reviewed annually and any changes are approved by the
Executive Risk Committee.
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Statement on corporate governance and internal controls
(continued)

6

Remuneration policy

The Remuneration Policy sets out guidelines which support the PAMB’s objective of
having an effective approach in place to reward employees in an appropriate way which:

e aligns incentives to business objectives to support the delivery of the Company’s
business plans, strategies and values;

e enables the recruitment and retention of high calibre employees and incentivises
them to achieve success for the Company; and

e is consistent with the Company’s risk appetite.

The key features of the remuneration system which is embedded in the policy include the
following:

Governance and oversight processes;

Remuneration structures such as base salary, cash allowance, discretionary Annual
Incentive Bonus (AIB) payments, Long Term Incentive Plan (LTIP) and benefits;
Performance management approach;

Identification of ‘other material risk takers’;

Identification and roles of control functions;

Anti-avoidance and anti-hedging.

* %

* ¥ ¥ %

The Company has eleven (11) Senior Management members comprising of Chief
Executive Officer and Chief Officers in the Executive Committee.

The Company’s remuneration system is subjected to the board’s active oversight to
ensure that the system operates as intended and is in line with the business and risk
strategies, corporate values and long-term interests of the Company. The Company is
guided by a set of principles promoting sound and effective risk management to ensure
that the Company does not encourage risk-taking that exceeds the level of tolerated risk
of the Company. The prudent risk-taking approach encourages individuals to act in the
interests of the Company as a whole, taking into consideration various stakeholders such
as customers, shareholders, businesses and employees’ objectives. The assessment from
the control functions and the board risk management committee ensures that risk
exposures and risk outcomes are adequately considered. In order to achieve objective
assessment and reporting, the appraisal and remuneration of the control functions are
based on functional and individual components which are independent of the businesses
that they support.
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Statement on corporate governance and internal controls
(continued)

6

Remuneration policy (continued)

The Company’s achievement is measured by financial metrics which links to claim
experience and other risk adjusted measures. Other measurements include the non-
financial metrics which capture the achievement of qualitative performance such as
people development, customer service, technology modernization and effectiveness and
efficiency of supporting operations. These metrics are broadly consistent with the
previous year.

The Company’s discretionary AIB scheme is designed to link the reward of the
employees against the Company’s financial and non-financial metrics as well as
individual’s performance. The individual performance includes the pre-agreed bonus
participation rate that reflects the criticality of the individual’s contribution.

The Company has a discretionary LTIP which is a deferred remuneration component to
align the interests of participants with the long-term performance of the Company. The
plan is designed to incentivise key performers to grow the Company and to share in the
success of this growth. LTIP awards are determined based on business and individual
performance, potential for advancement, market practice and individual retention risk
assessment.

Overall, the variable remuneration mix of AIB and LTIP are awarded based on the
criticality and accountability level of the role as well as individual’s performance.

In the event the Company’s performance metrics are weak, the adjustments for fixed and
variable remuneration will be performed accordingly. The Company defines weak
performance as the deviation of achieved performance against a set of objectives with a
pre-defined threshold and targets.

The Company is applying the transitional arrangements as per Part G of BNM
Guidelines on Corporate Governance (BNM/RH/PD029-9) and currently is reviewing
the design and structure of the remuneration system to be fully aligned and compliant
with the requirement of Part D of the guidelines. In particular, the requirements with
regards to alignment of the remuneration for individuals with prudent risk taking, multi-
year framework with payout schedules which reflect the time horizon of risks and
promoting behaviours that are aligned to the intended effects of incentive structure.

The quantitative remuneration disclosure for the CEO and Directors for the financial
year 2016 is shown in Note 23 (b) of the financial statements.
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(continued)

6 Remuneration policy (continued)

The quantitative remuneration disclosure for the Senior Management Team for the
financial year 2016 is shown in the table below:

Total value of remuneration awards for the financial year 2016 (RM)

Unrestricted Deferred | Grand Total

Fixed Remuneration

Cash based 8,887,871 - 8,887,871

Shares and share-linked instruments - - -

Other 27,236 - 27,236

Variable Remuneration

Cash based 4,415,576 - 4,415,576

Shares and share-linked instruments - 5,962,811%* 5,962,811*

Other 1,775,409 - 1,775,409

Grand Total 15,106,092 5,962,811 21,068,903

* Based on value of shares granted in financial year 2016. The total amount of
outstanding deferred remuneration is RM9,326,148. The total amount paid out
during the financial year is RM2,900,314.

A total of 11 Senior Management members are having variable remuneration. None of
the members receive any guaranteed bonus and severance payment. Sign-on award was

awarded to a member with the total amount of RM99,000.

Directors’ benefits

The Company has obtained approval from the Companies Commission of Malaysia for relief
from the requirements of Section 255(1) of the Companies Act, 2016 in Malaysia. Under the
relief, the Company is exempted from disclosure of directors’ interest in the shares of its related

corporations.

During and at the end of the financial year, no arrangements subsisted to which the Company
is a party with 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.
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Directors’ benefits (continued)

Since the end of the previous financial year, no Director of the Company has received nor
become entitled to receive any benefit (other than benefits included in the aggregate amount of
remuneration received or due and receivable by Directors or the fixed salary of a full-time
employee of the Company as shown in Note 23 to the financial statements) 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.

Other than those exempted from disclosure under Section 255(1) of the Companies Act, 2016,

none of the Directors in office at the end of financial year had any interest in the shares or
debentures of the Company and of its related corporations during the financial year.

Issue of shares

There were no changes in the authorised, issued and paid-up ordinary 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.

Indemnity and insurance costs

The following disclosure on particulars of indemnity given to, or insurance effected for any
officer of the Company is made pursuant to Section 289 (7) of the Companies Act 2016:

Amount paid Sum assured
RM RM

Directors & Officers and Comprehensive Crime
and Professional Indemnity Insurance 2016 662,446 160,509,000

Other statutory information

(a) Before the financial statements 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 allowance made for
doubtful debts; and

(i) 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.



23

Company No. 107655-U

Other statutory information (continued)

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

©

(d)

(M)

(i)

(iii)

(iv)

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

that would render the values attributed to the current assets in the financial
statements of the Company misleading; or

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

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

As at the date of this report, there does not exist:

®

(i)

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

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

In the opinion of the Directors:

(i)

(ii)

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

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

For the purpose of paragraphs (c) and (d), contingent and other liabilities do not include
liabilities arising from contracts of insurance underwritten in the ordinary course of business
of the Company.
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Auditors

The auditors, Messrs KPMG PLT (converted from a conventional partnership, KPMG, on 27
December 2016), have indicated their willingness to accept re-appointment.

The auditors’ remuneration is disclosed in note 23 to the financial statements.

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

Soon Dee Hwee
Director

Director

Kuala Lumpur,

Date: 23 March 2017
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Prudential Assurance Malaysia Berhad
(Company No. 107655-U)
(Incorporated in Malaysia)

Statement by Directors pursuant to Section 251(2)
of the Companies Act, 2016

We, Soon Dee Hwee and Abdul Khalil bin Abdul Hamid being two of the Directors of
Prudential Assurance Malaysia Berhad, do hereby state that, in the opinion of the Directors,
the accompanying financial statements set out on pages 30 to 101 are drawn up in accordance
with the 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 Company as at 31 December 2016 and of its financial

performance and cash flows for the year then ended.

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

Soon Dee Hwee
Director

Abdu alil bin Abdul Hamid
Director

Kuala Lumpur,

Date: 23 March 2017
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Prudential Assurance Malaysia Berhad

(Company No. 107655-U)
(Incorporated in Malaysia)

Statutory declaration pursuant to Section 251(1)(b)
of the Companies Act, 2016

I, Ng Sim Kheng being the officer primarily responsible for the financial management of
Prudential Assurance Malaysia Berhad, do solemnly and sincerely declare that the financial
statements set out on pages 30 to 101 are, to the best of my knowledge and belief, correct and
I make this solemn declaration conscientiously believing the declaration to be true, and by

virtue of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the abovenamed Ng Sim Kheng, NRIC: 641017-07-5480

at Kuala Lumpur in the Federal Territory on 23 March 2017.

Before me:

ASA 1
issi NO. 2778 #ALAN PERKA
Commissioner for Oaths TAMAWMALUR), CHERAS

Kuala Lumpur e 4460 KUALA LUMPUR



KPMG! :

KPMG PLT Telephone +60 (3) 7721 3388
(LLP0010081-LCA & AF 0758) Fax +60 (3) 7721 3399
Chartered Accountants Internet  www.kpmg.com.my

Level 10, KPMG Tower

8 First Avenue, Bandar Utama
47800 Petaling Jaya

Selangor Darul Ehsan, Malaysia

INDEPENDENT AUDITORS’ REPORT
TO THE MEMBER OF

PRUDENTIAL ASSURANCE MALAYSIA BERHAD

(Company No. 107655-U)
(Incorporated in Malaysia)

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Prudential Assurance Malaysia Berhad, which
comprise the statement of financial position as at 31 December 2016, and the statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the year
then ended, and notes to the financial statements, including a summary of significant
accounting policies, as set out on pages 30 to 101.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Company as at 31 December 2016, and of its 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.

Basis for Opinion

We conducted our audit in accordance with approved standards on auditing in Malaysia and
International Standards on Auditing. Our responsibilities under those standards are further
described in the Auditors’ Responsibilities for the Audit of the Financial Statements section of
our auditors’ report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence and Other Ethical Responsibilities

We are independent of the Company in accordance with the By-Laws (on Professional Ethics,
Conduct and Practice) of the Malaysian Institute of Accountants (“By-Laws”) and the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional
Accountants (“IESBA Code”), and we have fulfilled our other ethical responsibilities in
accordance with the By-Laws and the IESBA Code.

Information Other than the Financial Statements and Auditors’ Report Thereon

The Directors of the Company are responsible for the other information. The other information
comprises the information included in the Directors’ Report, but does not include the financial
statements of the Company and our auditors’ report thereon.

Our opinion on the financial statements of the Company does not cover the Directors’ Report
and we do not express any form of assurance conclusion thereon.

KPMG PLT, a limited liability partnership established under Malaysian law is a
member firm of the KPMG network of independent member firms affiliated
with KPMG International Cooperative (‘KPMG International’), a Swiss entity.
KPMG PLT (LLP0010081-LCA) was registered on 27.12.2016 and from the
date thereof, was converted from a conventional partnership, KPMG, to a
limited liability partnership.




































































































































































































































