SYARIKAT TAKAFUL MALAYSIA BERHAD

NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS
QUARTER ENDED 30 JUNE 2015

1 Basis of Preparation

The unaudited interim financial statements have been prepared in accordance with MFRS 134:
Interim Financial Reporting issued by the Malaysian Accounting Standards Board (“MASB”),
IAS 34 Interim Financial Reporting issued by International Accounting Standards Board,
paragraph 9.22 of the Main Market Listing Requirements of Bursa Malaysia Securities Berhad
(“Bursa Securities”) (“Listing Requirements”), and Guidelines / Circulars issued by Bank Negara
Malaysia (“BNM") and Shariah rulings and precepts.

The unaudited financial statements have been prepared using historical cost basis except for
certain financial assets and financial liabilities that are stated at fair value.

The unaudited interim financial statements of the Group comprise the Company and its
subsidiaries, and the Group's interest in an associate as at and for the quarter ended 30 June
2015. It also includes Takaful funds established in accordance with Islamic Financial Services
Act, 2013 in Malaysia, which are managed and controlled by the Group and by the Company as
operator of the fund.

The statements of financial position and the statements of profit or loss and other
comprehensive income of the Takaful Operator, Family Takaful Fund and General Takaful Fund
are supplementary financial information presented in accordance with the requirements of BNM
and Islamic Financial Services Act, 2013 in Malaysia to segregate assets, liabilities, income and
expenses of Takaful funds from its own. The statements of financial position and profit or loss
and other comprehensive income of the Takaful Operator include only assets, liabilities, income
and expenses of the Takaful Operator, excluding the Takaful funds managed by it. The
statements of financial position and profit or loss and other comprehensive income of the Family
and General Takaful Fund include only the assets, liabilities, income and expenses of the family
solidarity fund and General Takaful Fund that is set up, managed and controlled by the Takaful
Operator.

The unaudited interim financial statements should be read in conjunction with the audited
annual financial statements of the Group for the financial year ended 31 December 2014. The
explanatory notes attached to the interim financial statements provide an explanation of events
and transactions that are significant to an understanding of the changes in the financial position
and performance of the Group since the year ended 31 December 2014.

2 Auditors’ Report
The auditors’ report on the audited financial statements of the preceding year ended 31
December 2014 did not contain any qualification.

3 Seasonality of Operations
The Group's operations are not materially affected by seasonal or cyclical factors for the period
under review.

4 Unusual Items

There were no unusual items affecting assets, liabilities, equity, net income or cash flows in the
current quarter ended 30 June 2015.
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5 Estimates
There was no material changes in the basis used for accounting estimates for the current
quarter under review.

6 Debt and Equity Securities
There were no issuance, cancellation, repurchase, resale and repayment of debt and equity
securities for the current quarter under review.

7 Dividends
The shareholders at the Annual General Meeting held on 12 May 2015 approved a final
dividend of 35% single tier in respect of the financial year ended 31 December 2014 as

proposed by the Directors. The final dividend was paid on 25 May 2015.

No dividend was declared for the current quarter under review.

8 Segmental Reporting

Geographical Segments

Malaysia Indonesia Consolidated
RM’000 RM’000 RM’000
6 months ended 30 June 2015
Revenue from external participants 915,842 80,149 995,991
Profit before zakat and taxation 112,113 (84) 112,029
As at 30 June 2015
Segment assets by location of assets 6,985,068 456,041 7,441,099
6 months ended 30 June 2014
Revenue from external participants 780,096 76,736 856,832
Profit before zakat and taxation 97,879 2,435 100,314
As at 30 June 2014
Segment assets by location of assets 6,697,004 412,195 7,109,199
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Investment Properties

The valuation of investment properties has been brought forward without amendment from the
annual audited financial statements for the year ended 31 December 2014.

Material Events Subsequent to the End of the Period

There is no material event subsequent to the end of the period under review that has not been
reported in the interim financial statements for the current financial quarter.

Financial Risk Management

The Group's financial risk management objectives and policies are consistent with those
disclosed in the financial statement as at and for the year ended 31 December 2014.

Effect of Changes in Composition of the Company / Group

There is no change in the composition of the Group for the current financial quarter under
review.

Contingent Liabilities

There were no contingent liabilities as at the date of this announcement.

Review of Performance

For the 2™ quarter ended 30 June 2015, the Group generated Operating Revenue of RM433.5
million compared to RM424.8 million in the corresponding quarter of the preceding year. The
increase is mainly attributable to higher sales generated by General Takaful business and
higher net investment income. The half year Operating Revenue increased by 16.2% to
RM996.0 million from RM856.8 million in the same period of the preceding year. The increase
is mainly attributable to higher sales generated by both Family Takaful and General Takaful
business and higher net investment income.

For the quarter under review, Family Takaful recorded gross earned contributions of RM287.3
million against RM279.1 million in the same period last year. For the 6 months period, Family
Takaful generated gross earned contributions of RM524.3 million as compared to RM486.0
million in the corresponding period last year. The increase is mainly attributable to higher sales
from Family Takaful Group Medical and Group Term products.

For the quarter under review, General Takaful generated gross earned contributions of
RM112.6 million as compared to RM106.8 million in the corresponding quarter of preceding
year. For the 6 months period, General Takaful recorded gross earned contributions of
RM248.8 million as compared to RM222.2 million in the corresponding period last year. The
growth was mainly from Fire and Motor class of business.
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Review of Performance (continued)

The surplus transfer in the quarter under review from Family Takaful was RM18.0 million as
compared to RM24.0 miilion in the same period last year. For the 6 months period, the surplus
transfer from Family Takaful decreased by RM9.6 million to RM39.8 million as compared to
RM49.3 million in the same period last year. The lower surplus transfer from Family Takaful is
mainly due to the shift to wakalah model products and lower realized gains on disposal of
investments.

For the quarter under review, the surplus transfer from General Takaful was RM9.5 million as
compared to RM14.9 million in the same period last year. For the 6 months period, General
Takaful recorded RM16.1 million as compared to RM28.2 million last year. The General Takaful
reported lower surplus transfer mainly due to higher contribution ceded to retakaful and lower
realized gains on disposal of investments.

For the quarter under review, the Group recorded profit before zakat and taxation of RM49.8
million, decreased by 11.6% as compared to RM55.6 million in the same period last year,
mainly attributable to lower surplus transfer. For the 6 months period, the Group recorded profit
before zakat and taxation of RM112.0 million, increased by 11.7% as compared to RM100.3
million in the same period last year. The higher profit is attributable to higher wakalah fee
income.

Material Changes in the Quarterly Results Compared to the Results of the
Preceding Financial Quarter

There were no material changes in the quarterly results as compared to the results of the
preceding financial quarter.

Current Year Prospects

For the year 2015, Takaful Malaysia will continue its value proposition of rewarding its
customers with 15% Cash Back for General Takaful products and establish a strong foothold in
the local insurance and takaful arena as the preferred choice for insurance. Through its
extensive range of products and services, the Company continues to be the market leader in
the Group Family Takaful business. The successful implementation of core initiatives in
Operational Excellence, Technology Driven Capabilities, Product Innovation and Performance
Oriented Culture will enable the Company to be ahead of its competitors, increase its overall
market shares and continuously improving shareholders’ value.

Variance of Actual Profit from Profit Forecast or Profit Guarantee

The Group did not issue any profit forecast nor profit guarantee during the current quarter
under review.
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Taxation

The effective rate of taxation is higher than the statutory tax rate mainly due to non deductible
expenses in accordance with the Income Tax Act 1967.

Cumulative
3 months ended 6 months ended
30.6.2015 30.6.2014 30.6.2015 30.6.2014
RM’000 RM’000 RM’000 RM’000

Current tax expense:

- Current financial period 9,637 13,875 19,958 25,952
Deferred tax benefits:

- Current financial period 1,052 (1,961) 6,384 (4,083)
Total tax expense 10,589 11,914 26,342 21,869

18.1 Based on recent amendments to Section 60AA of the Income Tax Act 1967 (ITA), the
wakalah fee received by Shareholders’ fund from Family Business is not subjected to
income tax. Accordingly, commission and management expenses incurred by
Shareholders’ fund in relation to Family Business are disallowed as deductible expenses.
The amended Section 60AA of ITA will be effective for year of assessment 2015
onwards.

Status of Corporate Proposal

With the announcement to Bursa Malaysia Securities Berhad on the completion of the Share
Split on 28 May 2015, there is no corporate proposal announced but not completed as at the
date of this announcement.

Group Borrowings and Debt Securities

The Group does not have any borrowings and debt securities as at 30 June 2015.

Material Litigation

There was no material litigation pending as at the date of this announcement.
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22  Earnings per Share
Basic earnings per share (“Basic EPS”)

Basic EPS of the Group is calculated by dividing the net profit attributable to ordinary
shareholders for the quarter / period by the weighted average number of ordinary shares in
issue during the period.

Cumulative

3 months ended 6 months ended
30.6.2015 30.6.2014 30.6.2015 30.6.2014

Owners of the Company (RM'000) 38,949 42 442 85173 77,516

Weighted average

number of ordinary

Basic EPS (sen) 4,78 5.21 10.45 9.52

Diluted earnings per share (“Diluted EPS”)

The calculation of diluted earnings per ordinary share at 30 June 2015 was based on the profit
attributable to ordinary shareholders and a weighted average number of ordinary shares
outstanding after adjustment for the effects of all dilutive potential ordinary shares, calculated

as follows:
Cumulative
3 months ended 6 months ended
30.6.2015 30.6.2014 30.6.2015 30.6.2014
Owners of the Company (RM'000) 38,949 42 442 85,173 77,516

Weighted average
number of ordinary
shares in issue (‘000) 815,032 814,085 815,032 814,085

Effects of dilution ('000) 4,744 3,746 4,744 3,746

Diluted weighted
average number of

ordinary shares in
issue ('000) 819,776 817,831 819,776 817,831

Diluted EPS (sen) 475 5.19 10.39 9.48
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NOTES TO THE UNAUDITED INTERIM FINANCIAL STATEMENTS

QUARTER ENDED 30 JUNE 2015

28

Fair Value Information (continued)

The carrying amounts of cash and cash equivalents, and short-term receivables and payables
reasonably approximate their fair values due to the relatively short-term nature of these
financial instruments.

it was not practicable to estimate the fair value of the Group's investment in unquoted shares
due to the lack of comparable quoted market prices in an active market and the fair value
cannot be reliably measured. Please refer to respective note for the fair values of other financial
assets and liabilities, together with the carrying amounts shown in the statements of financial
position.

Policy on transfer between levels

The fair value of an asset to be transferred between levels is determined as of the date of the
event or change in circumstances that caused the transfer.

Level 1 fair value

Level 1 fair value is derived from quoted price (unadjusted) in active markets for identical
financial assets or liabilities that the entity can access at the measurement date.

Level 2 fair value

Level 2 fair value is estimated using inputs other than quoted prices included within Level 1 that
are observable for the identical financia! assets or liabilities, either directly or indirectly.
Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present
value of future principal and interest cash flows, discounted at the market rate of interest at the
end of the reporting period.

Transfer between Level 1 and 2 fair values

There is no transfer between Level 1 and 2 fair values during the period.
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29

30

Fair Value Information (continued)
Level 3 fair value

Level 3 fair value is estimated using unobservable inputs for the financial assets and liabilities.
The following table shows a reconciliation of Level 3 fair values:

Takaful Family General
Operator Takaful Takaful Group
RM’000 RM’000 RM’000 RM’000
Available-for-sale financial assets
At 1 January 2014 64,268 196,482 38,147 298,897
(28,236) (117,624) (13,614) (159,474)
Gains and losses recognised in
profit or loss
Investment income - realised 2,227 6,042 1,621 9,890
At 31 December 2014/

1 January 2015 38,259 84,900 26,154 149,313
Maturities - (3,802) - (3,802)
Gains and losses recognised in

profit or loss

Investment income - realised 918 1,925 647 3,490
At 30 June 2015 39,177 83,023 26,801 149,001

Disclosure of interest expense, provision for and write off of inventories, gain or loss on
derivatives and exceptional items

Disclosure of interest expense, provision for and write off of inventories, gain or loss on
derivatives and exceptional items are not applicable to the Group and the Company.

Regulatory capital requirements

The Company’s capital management policy is to optimise the efficient and effective use of
resources to maximise the return on equity and provide an appropriate level of capital to protect
participants and meet regulatory requirements.

The Company is required to comply with the regulatory capital requirement prescribed in the
Risk Based Capital for Takaful (RBCT) Framework issued by Bank Negara Malaysia where
Takaful operators are required to satisfy a minimum supervisory capital adequacy ratio of
130%. As at period end, the Company has a capital adequacy ratio in excess of the minimum
requirement.
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QUARTER ENDED 30 JUNE 2015

30 Regulatory capital requirements (continued)

The capital structure of the Company as at 30 June 2015, as prescribed under the RBCT
Framework is provided below:

As at As at
30.6.2015 31.12.2014
RM’000 RM’000
Tier 1 capital 1,152,349 1,035,554
Tier 2 capital (2,210) 3,294
Deductions (102,761) (93,704)
Total capital available 1,047,378 945,144

31 Supplementary Financial Information on the Breakdown of Realised and Unrealised
Profits

The breakdown of the retained profits of the Group and of the Company as at 30 June 2015,
into realised and unrealised profits, pursuant to Paragraphs 2.06 and 2.23 of the Listing
Requirements, are as follows:

As at As at
30.6.2015 31.12.2014
RM’000 RM’000
Total retained profits of the Group
Realised 371,334 336,892
Unrealised 34,846 41,231
406,180 378,123
Total share of retained profits of associates:
Realised = "
Unrealised - -
406,180 378,123
Add: Consolidation adjustments 31,718 31,655
Total retained profits as per statements of financial position 437,898 409,778

The determination of realised and unrealised profits is based on the Guidance of Special Matter
No.1, Determination of Realised and Unrealised Profits or Losses in the Context of Disclosure
Pursuant to the Listing Requirements, issued by the Malaysian Institute of Accountants on 20
December 2010.

By Order of the Board

MOHAMAD ASRI BIN YUSOFF
Company Secretary (MIA 14171)
Kuala Lumpur, 12 August 2015
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