H“H‘H[”'Il|:'=-’IERNST&YOUNG

TAKAFUL IKHLAS SDN. BHD.
(593075-U)
(Incorporated in Malaysia)

Directors’ Report and Audited Financial Statements
31 March 2011

Ernst & Young
AF : 0039



593075-U

Takaful Ikhlas Sdn. Bhd.
(Incorporated in Malaysia)

Contents

Directors' report

Statement by directors

Statutory declaration

Independent auditors' report

Report of the shariah committee

Statement of comprehensive income

Statement of financial position

Statement of changes in equity

General takaful fund statement of comprehensive income
General takaful fund statement of financial position
Family takaful fund statement of comprehensive income
Family takaful fund statement of financial position

Cash flows statement

Notes to the financial statements

Page

10
10
11-12
13
14 -15
16 -17
18
19-20
21
22 - 23
24
25-26

27 - 148



593075-U

Takaful Ikhlas Sdn. Bhd.
(Incorporated in Malaysia)

Directors' report

The directors have pleasure in submitting their report together with the audited financial
statements of the Company for the financial year ended 31 March 2011.

Principal activities

The Company is engaged principally in the managing of general, family and investment-linked
takaful businesses.

There have been no significant changes in the nature of these activities during the financial year.

Results

RM'000
Net profit for the year 8,941
Dividends

No dividend has been paid or declared by the Company since the end of the previous financial
year. The directors do not recommend the payment of any final dividend in respect of the current
financial year.

Reserves and provisions

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

Provision for outstanding claims

Before the statement of comprehensive income and statement of financial position were made
out, the directors took reasonable steps to ascertain that there was adequate provision for claims

reported, claims incurred but not enough reserved ("IBNER"), claims incurred but not reported
(Al BNRO0) and the actuarial wvalwuation of f ami
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Bad and doubtful debts

Before the statement of comprehensive income and statement of financial position were made
out, the directors took reasonable steps to ascertain that action had been taken in relation to the
writing off of bad debts and the making of allowance for doubtful debts and satisfied themselves
that there were no known bad debts and that adequate allowance had been made for doubtful
debts.

At the date of this report, the directors were not aware of any circumstances which would render
the amount of allowance for doubtful debts in the financial statements of the Company
inadequate to any substantial extent.

Current assets

Before the statement of comprehensive income and statement of financial position were made
out, the directors took reasonable steps to ensure that any current assets which were unlikely to
realise their values as shown in the accounting records of the Company in the ordinary course of
business had been written down to an amount which they might be expected so to realise.

At the date of this report, the directors were not aware of any circumstances which would render
the values attributed to current assets in the financial statements of the Company misleading.

Valuation methods

At the date of this report, the directors were not aware of any circumstances which had arisen
which would render adherence to the existing method of valuation of assets or liabilities of the
Company misleading or inappropriate.

Contingent and other liabilities
At the date of this report, there did not exist:

(a) any charge on the assets of the Company which had arisen since the end of the financial
year which secures the liabilities of any other person; or

(b) any contingent liability of the Company which had arisen since the end of the financial year
other than those arising in the ordinary course of business of the Company.

No contingent or other liability had 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 Company to meet its obligations as and
when they fall due.

For the purpose of this paragraph, contingent or other liabilities do not include liabilities arising
from contracts of takaful effected/underwritten in the ordinary course of business of the
Company.
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Change of circumstances

At the date of this report, the directors were not aware of any circumstances not otherwise dealt
with in this report or the financial statements of the Company which would render any amount
stated in the financial statements misleading.

Items of an unusual nature

The results of the operations of the Company during the financial year were not, in the opinion of
the directors, substantially affected by any item, transaction or event of a material and unusual
nature, other than those arising from the adoption of FRS 4 : Insurance Contracts as disclosed in
Note 2.27 of the financial statements.

There had not arisen in the interval between the end of the financial year and the date of this
report any item, transaction or event of a material and unusual nature likely, in the opinion of the
directors, to affect substantially the results of the operations of the Company for the financial
year in which this report was made.

Corporate governance

The Company had complied with all the prescriptive requirements of, and adopts management
practices that are consistent with the principles prescribed under BNM/RH/GL/003-1: Minimum
Standards for Prudential Management of Insurers (Consolidated) and BNM/RH/GL/003-2
Prudential Framework of Corporate Governance for Insurers issued by Bank Negara Malaysia,
and the principles of Shariah.

The Board of Directors ("the Board") is committed in ensuring the highest standards of corporate
governance is practised by the Company. This is a fundamental part in discharging their
responsibilities to protect and enhance stakeholders' value and the financial performance of the
Company.
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Corporate governance (cont'd.)

Directors

The directors who served since the date of the last report and at the date of this report are:

Encik Sharkawi bin Alis - Chairman

Y. Bhg. Dato' Haji Syed Moheeb bin Syed Kamarulzaman - President/CEO
Y. Bhg. Dato' Haji Othman bin Hashim

Tuan Haji Halim bin Haji Din

Encik Paisol bin Ahmad

Encik Yahaya bin Besah

Dr Syed Musa Syed bin Syed Jaafar Alhabshi

Tuan Haji Anuar bin Mohd. Hassan (retired on 31 March 2011)

Tuan Haji Yusoff bin Yaacob (resigned on 30 December 2010)

In accordance with Article 96A of the Articles of Association of the Company, Encik Paisol bin
Ahmad and Tuan Haji Halim Haji Din retire by rotation and, being eligible, offer themselves for re-
election.

Directors

During and at the end of the financial year, no arrangement 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 corporate body.

Since the end of the previous financial year, no director has received or become entitled to
receive a benefit (other than benefits included in the aggregate amount of emoluments received
or due and receivable by the directors, or the fixed salary and benefits receivable as a full time
employee of the Company as disclosed in Notes 11, 12 and 34 to the financial statements as well
as the fixed salary and benefits receivable as a full-time employee of the Company) by reason of
a contract made by the Company or a related corporation with any director or with a firm of which
he is a member, or with a company in which he has a substantial financial interest.

Directorsoé interests

According to the register of directors' shareholdings, the interest of a director in office at the end
of the financial year in shares in the holding company during the financial year were as follows:

Number of ordinary shares of RM1.00 each

1 April 31 March
2010 Acquired Sold 2011
Direct Interest:
Tuan Haji Anuar bin Mohd.
Hassan 300,000 - - 300,000

Other than as stated above, none of the other directors in office at the end of the financial year
had any interest in shares in the Company or its related corporations during the financial year.

4
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Corporate governance (cont'd.)

Board of directors

The Board presently has 7 members, comprising 4 independent non-executive directors, 2 non-
independent non-executive directors and a non-independent executive director. Together the
directors bring a wide range of business, financial and management experience relevant in
charting the strategic direction of the Company.

During the financial year, 8 Board meetings were held. Details of the Directors' attendance at the
Board meetings during the financial year are disclosed hereunder:

Directors Attendance

Encik Sharkawi bin Alis - Chairman 8/8
Non-independent, non-executive director

Y. Bhg. Dato' Haji Syed Moheeb bin Syed Kamarulzaman 8/8
Non-independent, executive director

Encik Paisol bin Ahmad 8/8
Non-independent non-executive director

Y. Bhg. Dato' Haji Othman bin Hashim 8/8
Independent non-executive director

Tuan Haji Halim bin Haji Din 8/8
Independent non-executive director

Encik Yahaya bin Besah 7/8
Independent non-executive director

Dr Syed Musa Syed bin Syed Jaafar Alhabshi 7/8
Independent non-executive director

Tuan Haji Anuar bin Mohd. Hassan (retired on 31 March 2011) 8/8
Non-independent, non-executive director

Tuan Haji Yusoff bin Yaacob (resigned on 30 December 2010) 6/6
Independent non-executive director

The Board has delegated specific responsibilities to the Audit, Nomination, Remuneration,
Investment and Risk Management Committees of the Board.



593075-U

Takaful Ikhlas Sdn. Bhd.
(Incorporated in Malaysia)

Corporate governance (cont'd.)

Audit Committee

The Audit Committee comprises 4 independent non-executive directors and 1 non-independent
non-executive director whereby 2 members of the Committee are qualified accountants and
members of the Malaysian Institute of Accountants.

The terms of reference of the Audit Committee include the review of and deliberation of the
Company's financial statements, findings of the External and Internal Auditors, any related party
transactions and any conflict of interest situation within the Company as well as making
recommendation to the Board on appointment/reappointment of External Auditors.

The Committee's primary duties are as spelt out in BNM/RH/GL/003-22 : Guidelines on Audit
Committee and Internal Audit Department (Part A) and BNM/RH/GL 013-4 : Guidelines on
Internal Audit Function of Licensed Institutions issued by BNM.

During the financial year, 6 meetings were held. Details of the members of the Committee's
attendance at the meetings held during the financial year are disclosed hereunder:

Directors Attendance
Tuan Haji Halim bin Haji Din - Chairman 6/6
Y. Bhg. Dato' Haji Othman bin Hashim 6/6
Encik Paisol bin Ahmad 6/6
Encik Yahaya bin Besah 6/6
Dr Syed Musa Syed bin Syed Jaafar Alhabshi 5/6
Tuan Haji Yusoff bin Yaacob (resigned on 30 December 2010) 4/4

Nomination Committee

The Nomination Committee comprises 3 independent non-executive directors and 1 non-
independent non-executive directors.

The primary objective of this Committee is to establish a documented, formal and transparent
procedure for the appointment of directors, principal officer and key senior officers and to assess
the effectiveness of directors, the Board as a whole and the various committees of the Board, the
principal officer and key senior officers.
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Corporate governance (cont'd.)

Nomination Committee (cont'd.)

During the financial year, 4 meetings were held. Details of the members of the Committee's
attendance at the meetings held during the financial year are disclosed hereunder:

Directors Attendance

Dr Syed Musa Syed bin Syed Jaafar Alhabshi - Chairman (appointed

on 17 January 2011) N/A*
Tuan Haji Halim bin Haji Din 4/4
Y. Bhg. Dato' Haji Othman bin Hashim 4/4
Encik Sharkawi bin Alis 4/4
Tuan Haji Anuar bin Mohd. Hassan (retired on 31 March 2011) 4/4
Tuan Haji Yusoff bin Yaacob - Chairman (resigned on 30 December 2010) 3/3

* There has been no further meetings held since the date of appointment.

Remuneration Committee

The Remuneration Committee comprises 3 independent non-executive directors and 1 non-
independent non-executive directors.

The primary objective of the Committee is to provide a formal and transparent procedure for
developing a remuneration policy for directors, principal officer and key senior officers and
ensuring that their compensation is competitive and consistent with the Company's culture,
objectives and strategy.

During the financial year, 3 meetings were held. Details of the members of the Committee's
attendance at the meetings held during the financial year are disclosed hereunder:

Directors Attendance
Encik Yahaya Besah - Chairman 3/3
Y. Bhg. Dato' Haji Othman bin Hashim 3/3
Tuan Haji Halim bin Haji Din 3/3
En Paisol bin Ahmad 3/3
Tuan Haji Anuar bin Mohd. Hassan (retired on 31 March 2011) 3/3
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Corporate governance (cont'd.)

Investment Committee

The Investment Committee comprises 1 independent non-executive directors, 1 non-independent
non-executive directors and 1 non-independent executive director.

This Committee oversees, guides and monitors the investment operations of the Company as
well as approves recommended investment related transactions. The Committee is also
responsible to note and approve specific transactions of a nature that require, by regulation,
awareness of and sanctioning by the Board of Directors.

During the financial year, 4 meetings were held. Details of the members of the Committee's
attendance at the meetings held during the financial year are disclosed hereunder:

Directors Attendance
Encik Paisol bin Ahmad - Chairman (appointed on 25th May 2011) 4/4
Y. Bhg. Dato' Haji Syed Moheeb bin Syed Kamarulzaman 4/4
Dr Syed Musa Syed bin Syed Jaafar Alhabshi 2/4
Tuan Haji Anuar bin Mohd. Hassan - Chairman (retired on 31 March 2011) 4/4
Tuan Haji Yusoff bin Yaacob (resigned on 30 December 2010) 3/3

Risk Management Committee

The Risk Management Committee comprises 3 independent non-executive directors and a non-
independent non-executive directors.

The Risk Management Committee reviews and recommends risk management strategies,
policies and risk tolerance limits for the B 0 a r apj@reval. The Committee reviews the progress
and assesses the effectiveness and adequacy of the risk management policies and framework
adopted by the Company for identifying, measuring, monitoring and controlling risks within the
Company. The Committee also reviews the adequacy and effectiveness of the infrastructure,
resources and systems in place to ensure effective and timely reporting of risk management
activities.

During the financial year, 6 meetings were held. Details of the members of the Committee's
attendance at the meetings held during the financial year are disclosed hereunder:

Directors Attendance
Y. Bhg. Dato' Haji Othman bin Hashim - Chairman 6/6
Encik Paisol bin Ahmad 6/6
En Yahaya bin Besah 6/6
Dr Syed Musa Syed bin Syed Jaafar Alhabshi 6/6
Tuan Haji Anuar bin Mohd. Hassan (retired on 31 March 2011) 6/6
Tuan Haji Yusoff bin Yaacob (resigned on 30 December 2010) 5/5
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Corporate governance (cont'd.)
Holding and ultimate holding company

The directors regard MNRB Holdings Berhad, a company incorporated in Malaysia, as the
Company's holding and ultimate holding company.

Auditors

The auditors, Ernst & Young, retire and have expressed their willingness to accept re-

appointment.

Signed on behalf of the Board in accordance with a resolution of the directors.

1

Halim bin Haji Din

Sharkawi bin Alis

Kuala Lumpur, Malaysia
25 May 2011
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Statement by directors
Pursuant to Section 169(15) of the Companies Act, 1965

We, Sharkawi bin Alis and Halim bin Haji Din, being two of the directors of Takaful Ikhlas Sdn.
Bhd., do hereby state that, in the opinion of the directors, the accompanying financial statements
set out on pages 14 to 148 are properly drawn up in accordance with Financial Reporting
Standards, as modified by Bank Negara Malaysia and in compliance with the Shari'ah
requirements and the provisions 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 March 2011 and of the results and the
cash flows of the Company for the year then ended.

Signed on behalf of the Board in accordance with a resolution of the directors.

Halim bin H;j_it)?

Sharkawi bin Alis

Kuala Lumpur, Malaysia
25 May 2011

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

I, Syed Moheeb bin Syed Kamarulzaman, being the director primarily responsible for the financial
management of Takaful lkhlas Sdn. Bhd., do solemnly and sincerely declare that the
accompanying financial statements set out on pages 14 to 148 are in my opinion correct, and |
make this solemn declaration conscientiously believing the same to be true and by virtue of the
provisions of the Statutory Declarations Act, 1960.

Subscribed and solemnly declared by the

on 25 May 2011 Selangor Parul ] =@ Moheeb bin Syed Kamarulzaman

Petaling Jaya

Before me,
NAMA : SOONG
FOONG CHEE
Commissioner for Oaths Ne 2, Tingkat Mezzaaine

Jalan $52/61

47500 Petaling Jaya
Sela g@r Darul Ehsan
Malaysia
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Report on the financial statements

We have audited the financial statements of Takaful Ikhlas Sdn. Bhd., which comprise the
statement of financial position as at 31 March 2011, and the statement of comprehensive
income, statement of changes in equity and cash flows statement for the year then ended, and
a summary of significant accounting policies and other explanatory notes, as set out on pages
14 to 148.

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, as modified by Bank
Negara Malaysia and the Companies Act, 1965 in Malaysia. This responsibility includes:
designing, implementing and maintaining internal control refevant 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 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 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 the accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating the overall presentation of

the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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