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19. Related parties (continued)
The significant related party transactions of the Company, other than key management personnel compensation, are as follows:
Allowance Bad or doubtful

Transactions Gross balance Net balance  for doubtful  receivables
amount for outstanding  outstanding receivables  recognised for

the year ended at at at the period end
31 December 31 December 31 December 31 December 31 December

2008 RM’000 RM’000 RM’000 RM’000 RM’000
Affiliated company
Resource sharing costs (359) (359) (359) - -
Gross premium retroceded (35,855) (35,855) (35,855) - -
Commission income 7,769 7,769 7,769 - -
Claims recovery (74) (74) (74) - -
Gross premium accepted 18,207 - - - -
Commission expense (4,308) - - - -

Claims paid (489) - & - 3
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19. Related parties (continued)

Allowance Bad or doubtful
Transactions Gross balance Net balance for doubtful receivables
amount for outstanding  outstanding receivables recognised for

the period ended at at at the period end
31 December 31 December 31 December 31 December 31 December

2007 RM’000 RM’000 RM’000 RM’000 RM’000
Ultimate holding company
Administrative expenses (152) (152) (152) - -
Affiliated company
Resource sharing costs (376) (376) (376) - -
Gross premium retroceded (10,665) (10,665) (10,665) - -
Commission income 510 510 510 - -
Claims recovery 57 57 37 - -
Gross premium accepted 1,921 - - - -
Commission expense (401) - - - -

Claims paid (18) - - - -
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20. Financial instruments
Financial risk management objectives and policies

Exposure to credit, interest rate, currency and liquidity risks arise in the normal course
of the Company’s business. The Company has risk management policies and guidelines
which set out its overall business strategies, risk tolerance and general risk management
philosophy.

Underwriting risk

Underwriting risk includes the risk of incurring higher claims costs than expected
owing to the unforeseen nature, frequency and severity and the risk of change in legal
or economic conditions or behavioral patterns affecting insurance pricing and
conditions of reinsurance cover. This may result in the Company having either
received 1nadequate premium for the risks it has agreed to underwrite and hence
insufficient funds to invest and pay claims, or that claims are in excess of those
expected.

The Company seeks to minimise underwriting risks by considering a balanced mix and
spread of business types and by observing strict underwriting guidelines and limits,
adequate estimation of the claims provisions and high standards applied to the security
of reinsurers and cedants.

Credit risk

Credit risk arises when accepting reinsurance premiums on deferred credit terms.
Management has a credit control policy in place to ensure that the exposure to credit
risk is monitored on an ongoing basis. At balance sheet date, there were no significant
concentrations of credit risk. The maximum exposure to credit risk for the Company is
represented by the carrying amount of each financial asset in the balance sheet.

The Company also seeks to invest its funds safely and profitably. There is no
significant credit risk on its investments as the investments held are primarily low risk
assets.

Interest rate risk

The Company’s earnings may be affected by changes in market interest rates as the
impact of such changes may increase or reduce interest income from deposit
placements and fixed income securities. Investment guidelines have been formulated
to mitigate the risks in respect of the Company’s investments, including establishment
of counterparty limits and portfolio diversification. In addition, deposit placements are
made with varying maturity dates and rates.



40

Company No. 762294-T

20. Financial instruments (continued)

Foreign currency risk

The Company is exposed to foreign currency risk on transactions that are denominated
in a currency other than Ringgit Malaysia. The currencies giving rise to this risk are
primarily US Dollars (USD) and Singapore dollars (SGD). Exposures to foreign
currency risks are monitored by the Company on an ongoing basis.

In respect of other monetary assets and liabilities held in currencies other than Ringgit
Malaysia, the Company does not have a policy of entering into forward exchange
contracts to hedge its currency exposure. However, the management monitors this on
an ongoing basis.

Liquidity risk

The Company monitors and maintains a level of cash and cash equivalents deemed
adequate by management to finance the Company’s operations and to mitigate the
effects of fluctuations in cash flows.

Effective interest rates and repricing analysis

In respect of interest-earning financial assets, the following table indicates their

effective interest rates at the balance sheet date and the periods in which they reprice
or mature, whichever is earlier.
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20. Financial instruments (continued)

2008

Fixed rate instruments
Financial assets

Malaysian government securities
Government investment issues
Corporate bonds

Fixed and call deposits

Cagamas bonds

Non interest sensitive financial assets
Cash and cash equivalents

Average
effective
interest
rate

%

4.72
3.58
4.27
3.34
5.10

Less
than 1-2 2-3 3-4 4-5
Total 1 year years years years years
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
57,108 7,550 14,029 2,489 - 3,001
14,987 - - - 10,004 -
110,955 - 17,414 22,276 5,012 43,000
104,901 104,901 - - - -
5,149 - - - - -
293,100 112,451 31,443 24,765 15,016 46,001
4,059 4,059 - - - -
31,443 24,765 46,001

116,510

4]

More
than

5 years
RM’000




Company No. 762294-T

20. Financial instruments (continued)

2007

Fixed rate instruments
Financial assets

Malaysian government securities
Government investment issues
Corporate bonds

Fixed and call deposits

Non interest sensitive financial assets
Cash and cash equivalents

Average
effective
interest
rate
Yo

3.77
3.58
4.34
3.40

Total
RM’000

15,096
26,463
92,775
122,236

256,570

Less
than 1-2 2-3 3-4 4-5
1 year years years years years
RM’000 RM’000 RM’000 RM’000 RM’000
- - 14,100 - -
- - - - 26,463
14,983 - 14,076 25,320 19,937
122,236 - = - —
137,219 - 28,176 25,320 46,400
1,218 o 2 < “
- 28,176 25,320 46,400
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More
than

5 years
RM’000
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20.

21.

Financial instruments (continued)
Fair values
Recognised financial instruments

The aggregate fair values of financial assets carried on the balance sheet as at 31
December are represented in the following table.

2008 2008 2007 2007
Carrying Fair Carrying Fair
Amount value amount value

RM*000 RM’000 RM‘000 RM’000
Financial assets
Malaysia government

securities 57,108 58,692 15,096 15,210
Government investment

issues 14,987 15,230 26,463 26,340
Corporate bonds 110,955 108,911 92,775 92,775
Cagamas bonds 5,149 5,185 - -

188,199 188,018 134,334 134,325

The fair values of Malaysian government securities, government investment issues,
Cagamas Bonds and Corporate Bonds are the indicatives prices at the balance sheet
date.

In respect of fixed and call deposits, cash and cash equivalents, trade and other
receivables, trade and other payables, the carrying amounts in the balance sheet
approximate their fair values due to the relatively short term nature of these financial
instruments.

Capital commitments
2008 2007
RM’000 RM’000
Property, plant and equipment
Contracted but not provided for 24,110 30,138
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Asia Capital Reinsurance Malaysia Sdn. Bhd.
(Company No. 762294-T)
(Incorporated in Malaysia)

Statement by Directors pursuant to
Section 169(15) of the Companies Act, 1965

In the opinion of the Directors, the financial statements set out on pages 7 to 43 are drawn up
in accordance with Financial Reporting Standards and the Companies Act, 1965 in Malaysia
5o as to give a true and fair view of the financial position of the Company at 31 December

2008 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:

...................................................................

Raja Dato Seri Arshad Raja Tun Uda

...............................................................

Wong Ah Kow

Kuala Lumpur, Malaysia

Date: | 0 MAR 2009
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Asia Capital Reinsurance Malaysia Sdn. Bhd.

(Company No. 762294-T)
(Incorporated in Malaysia)

Statutory declaration pursuant to
Section 169(16) of the Companies Act, 1965

I, Teoh Kek Pin, the officer primarily responsible for the financial management of Asia
Capital Reinsurance Malaysia Sdn. Bhd., do solemnly and sincerely declare that the
financial statements set out on pages 7 to 43 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 on

GLOUNMAR2008.

&m&u
W 591)

YAP LEE CHIN

Tingkat 9, Wisma TAS,
No. 21, Jalan Melaka,
50100 Kuala Lumpur.
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KPMG (Firm No. AF 0758) Telephone +860 (3) 7721 3388
Chartered Accountants Fax +60 (3) 7721 3398
Level 10, KPMG Tower Internet www.kpmg.com.my

8, First Avenue, Bandar Utama
47800 Petaling Jaya
Selangor Darul Ehsan, Malaysia

Independent auditors’ report to the members of

Asia Capital Reinsurance Malaysia Sdn. Bhd.
(Company No. 762294-T)
(Incorporated in Malaysia)

Report on the Financial Statements

We have audited the financial statements of Asia Capital Reinsurance Malaysia Sdn. Bhd.,
which comprise the balance sheet as at 31 December 2008, and the income statement,
general reinsurance revenue account, statement of changes in equity and cash flow statement
for the year then ended, and a summary of significant accounting policies and other
explanatory notes, as set out on pages 7 to 43.

Directors’ Responsibility for the Financial Statements

The Directors of the Company are responsible for the preparation and fair presentation of
these financial statements in accordance with Financial Reporting Standards and the
Companies Act, 1965 in Malaysia. This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error; selecting
and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

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 whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our judgment,
including the assessment of risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the Company’s preparation and fair presentation of the financial statements 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 Company’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.

KPMG, a pannershup established under Malaysian law and a
firm of the KPMG network of independent member firms
d with KPMG International, a Swiss coopearative
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Opinion

In our opinion, the financial statements have been properly drawn up in accordance with
Financial Reporting Standards and the Companies Act, 1965 in Malaysia so as to give a true
and fair view of the financial position of the Company as of 31 December 2008 and of its
financial performance and cash flows for the year then ended.

Report on Other Legal and Regulatory Requirements

In accordance with the requirements of the Companies Act, 1965 in Malaysia, we also report
that in our opinion the accounting and other records and the registers required by the Act to
be kept by the Company have been properly kept in accordance with the provisions of the
Act.

Other Matters

This report is made solely to the 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.

(oo v

o
KPMG Khaw Hock Hoe
Firm Number: AF 0758 Approval Number: 2229/04/10(J)
Chartered Accountants Chartered Accountant

Petaling Jaya, Malaysia

Date: l 0 MAR 2009



