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(Incorporated in Malaysia)

DIRECTORS' REPORT

The directors have pleasure in presenting their report together with the audited financial
statements of the Company for the financial year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The Company is principally engaged in the management of family takaful and takaful investment-
linked business.

There have been no significant changes in the nature of the principal activities during the year
other than disclosed in Note 1 to the financial statements.

RESULTS
RM'000
Net profit for the financial year 182,383

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

In the opinion of the directors, the results of the operation of the Company during the financial
year were not substantially affected by any item, transaction or event of a material and unusual
nature.

DIVIDENDS

The director recommended a final dividend in respect of the financial year ended 31 December
2018 and it will be subject to Bank Negara Malaysia ("BNM") and shareholder's approval. The
financial statements for the current financial year do not reflect the proposed final dividend. Such
dividend, will be accounted for in equity as an appropriation of retained earnings in the financial
year ending 31 December 2019 upon approval by BNM and the shareholder.

MAYBANK GROUP EMPLOYEES' SHARE SCHEME ("ESS")

The Maybank Group ESS is governed by the by-laws approved by the shareholders of the
ultimate holding company, Malayan Banking Berhad ("MBB"), at an Extraordinary General
Meeting held on 13 June 2011. The ESS was implemented on 23 June 2011 and had expired on
23 June 2018. It is in force for a maximum period of seven (7) years from the effective date and
is administered by the ESS Committee. The ESS consists of two (2) types of performance-based
awards in the form of Employee Share Option Scheme ("ESOS") and Restricted Share Unit
("RSU").
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MAYBANK GROUP EMPLOYEE'S SHARE GRANT PLAN ("ESGP") AND CASH-SETTLED
PERFORMANCE-BASED EMPLOYEE'S SHARE GRANT PLAN ("CESGP")

The Maybank Group ESGP is governed by the by-laws approved by the shareholders at an

Extraordinary General Meeting held on 5 April 2017. It was awarded to the participating Maybank
Group who fulfill the eligibilty criteria. The ESGP was implemented on 14 December 2018 and it
is in force for a period of seven (7) years from the effective date and is administered by the

ESGP Committee. The ESGP consists of two (2) types of performance-based awards namely as
Employees' Share Grant Plan of the Maybank Group ("ESGP Share") and Maybank Group Cash-
settled Performance-based Employees' Share Grant Plan ("CESGP").

The maximum number of ordinary shares in MBB available under the ESGP should not exceed
3.5% of the total number of issued and paid-up capital of MBB at any point of time during the
duration of the scheme.

DIRECTORS

The directors of the Company in office since the beginning of the financial year to the date of this
report are:

Dato' Majid Mohamad (Chairman)

Mr. Philippe Pol Arthur Latour (Vice Chairman)

Dato’ Mohamed Rafique Merican

Mohd Wahiduddin Merican

Dato' Johan Ariffin

Dr. Abdul Rahim Abdul Rahman

Mr. Wong Pakshong Kat Jeong Colin Stewart (Appointed on 1 March 2018)
Datuk R. Karunakaran (Resigned on 1 January 2018)
Loh Lee Soon (Resigned on 1 January 2018)

Frank J.G. Van Kempen (Resigned on 1 January 2018)
Koh Heng Kong (Resigned on 1 January 2018)

Pursuant to Article 96 of the Company's Constitution, Mr. Philippe Pol Arthur Latour and Dato’
Johan Ariffin shall retire at the forthcoming AGM of the Company and, being eligible, offer
themselves for re-election.

Pursuant to Article 102 of the Company's Constitution, Mr. Wong Pakshong Kat Jeong Colin
Stewart shall retire at the forthcoming AGM of the Company and, being eligible, offers himself for
re-election.
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DIRECTORS' BENEFITS

Neither at the end of the financial year, nor at any time during that financial year, did there
subsist any arrangement to which the Company was a party, whereby the directors might acquire
benefits by means of acquisition of shares in or debentures of the Company or any other body
corporate, other than those arising from the ESOS, RSU, ESGP and CESGP pursuant to the
Maybank Group ESS.

Since the end of the previous financial year, no director has received or become entitled to
receive any benefit (other than benefits included in the aggregate amount of emoluments
received or due and receivable by the directors, as disclosed in Note 28 and 39 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 he is a member, or with a company in which he has a substantial
financial interest.

DIRECTORS' INDEMNITY

The Company maintained on group basis, a Directors' and Officers' Liability ("D&0O") Insurance
against any legal liability incurred by the Directors in the discharge of their duties while holding
office for the Company. The Directors shall not be indemnified by such insurance for any
deliberate negligence, fraud, intentional breach of law or breach of trust proven against them.

Coverage Premium Paid
2018 2017
Limit of Liability - Gross Premium Gross Premium
Group Policy RM'000 RM'000
RM250 million 1,135 1,060

DIRECTORS' INTERESTS

According to the register of directors’ shareholdings kept by the Company under Section 59 of
the Companies Act 2016, the interests of directors in office at the end of the financial year in
shares, ESOS, RSU and ESGP of the ultimate holding company, MBB, during the financial year
were as follows:

Number of ordinary shares

As at Issued pursuant to As at
1.1.2018 RSU DRP*  31.12.2018
Ultimate Holding Company
Direct Interest:
Dato' Johan Ariffin 305,162 - 3,467 308,629
Dato’ Mohamed Rafique Merican
Mohd Wahiduddin Merican 169,442 66,702 - 236,144

*DRP = Dividend Reinvestment Plan
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DIRECTORS' INTERESTS (CONTD.)

Number of ordinary shares

As at As at
1.1.2018/ Acquired  31.12.2018
Date of during
Appointment the year
Indirect Interest:
Wong Pakshong Kat Jeong Colin Stewart* 34,253 - 34,253

! Shares in MBB held by spouse

Number of share option from ESOS over ordinary shares

Original Vested
Exercise during the No. of No.of Vested as
Price Vested as financial ESOS ESOS at
(RM) Granted at1.1.2018 year Exercised Expired 31.12.2018
Dato’ Mohamed
Rafigue Merican
Mohd Wahiduddin
Merican .47 966 000 966,000 = (966 _000) - -
Q66 000 966 000 - (966 000 - -

The remaining ESOS and RSU which were granted to the director have not been vested as at 31
December 2018. The remaining ESOS and RSU will be vested and exercisable upon fulfillment
of vesting conditions or predetermined performance metrics including service period,
performance targets and performance period.

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

During the financial year, the Ultimate Holding Company has awarded the ESGP Shares to the
following director :

Number

of ESGP

Award shares

Date awarded

Dato' Mohamed Rafique Merican
Mohd Wahiduddin Merican 14.12.2018 104,000
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CORPORATE GOVERNANCE

The Company have complied with the prescriptive requirements of, and adopted Management
practices that are consistent with the principles prescribed under Bank Negara Malaysia ("BNM")
Policy Document on Corporate Governance as disclosed from page 8 to 28.

FINANCIAL HOLDING COMPANY

The financial holding company is Maybank Ageas Holdings Berhad ("MAHB").

IMMEDIATE AND ULTIMATE HOLDING COMPANIES

The directors regard MAHB, a company incorporated in Malaysia, as the Company's immediate
holding company and MBB, a company incorporated in Malaysia as the ultimate holding
company.

OTHER STATUTORY INFORMATION

(a) Before the statement of financial position and income statement of the Company were made
out, the directors took reasonable steps:

(i) to ascertain that proper 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 all known
bad debts had been written off and that adequate allowance had been made for doubtful
debts;

(ii) to ensure that any current assets which were unlikely to realise their values as shown in
the accounting records in the ordinary course of business had been written down to an
amount which they might be expected so to realise; and

(iif) to ascertain that there was adequate provision for takaful certificate liabilities in
accordance with the valuation methods specified in Part B of the Risk-Based Capital
Framework for Takaful Operators ("RBCT Framework") issued by BNM.

(b) At the date of this report, the directors are not aware of any circumstances which would
render:

(i) the amount written off for bad debts or the amount of the allowance for doubtful debts in
the financial statements of the Company inadequate to any substantial extent; and

(i) the values attributed to the current assets in the financial statements of the Company
misleading.
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OTHER STATUTORY INFORMATION (CONTD.)

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

(d) At the date of this report, the directors are 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.

(e) 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

(i) any contingent liability of the Company which has arisen since the end of the financial
year.

(H) In the opinion of the directors:

(i) no contingent liability 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

(i) 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 results of the operation of the Company for the financial year in which
this report is made.

(9) For the purpose of paragraphs (e)(ii) and (f)(i), contingent or other liabilities do not include
liabilities arising from certificate of takaful underwritten in the ordinary course of business of
the Company.

SIGNIFICANT EVENT

There were no significant events which have occurred during the financial year other than
disclosed in Note 1 and Note 47 to the financial statements.

SUBSEQUENT EVENT

There were no material events subsequent to the end of the financial year that would require
adjustment or disclosure in the financial statements.
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CORPORATE GOVERNANCE DISCLOSURES

(1) INTRODUCTION

(2)

The Board of Directors ("the Board") of the Company, a wholly-owned subsidiary of
Maybank Ageas Holdings Berhad, the immediate holding company ("MAHB") collectively
referred to as ("the Group") acknowledges the importance of robust and sound Corporate
Governance ("CG") Framework in promoting integrity and transparency throughout the
Group. Amidst an increasing challenging operating environment, the Board continuously
strives to refine the Company’s CG practices and processes in ensuring high standards of
transparency, integrity and honesty.

The Company’'s CG Framework is premised upon the following statutory provisions, best
practices and guidelines:

(i) Companies Act 2016; and
(i) Policy on CG issued by Bank Negara Malaysia on 3 August 2016 ("BNM CG Policy").

Disclosures in this section are pursuant to Paragraph 22 of the BNM CG Policy.
BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT
(a) Board Composition

Currently, the Board consists of six (6) Directors, comprising:
() two (2) Non-Independent Non-Executive Director ("NINED"); and
(ii) four (4) Independent Non-Executive Directors ("INED").

The Composition of the Board meets the requirement of having a majority of
independent directors as set out in the BNM CG Policy. Dato' Majid Mohamad, an
INED, is the Chairman of the Board and Mr. Phillippe Pol Arthur Latour, a NINED is
nominee of Ageas Insurance International N.V. ("Ageas"), a shareholder of MAHB.

The Board is committed in ensuring diversity and inclusiveness in its composition and
deliberations and the Company embraces the proposition that having a diverse Board
would have a positive, value-added impact on the Company. In this regard, the Board
considers diversity from a number of different aspects, including gender, age, cultural
and educational background, nationality, professional experience, skills, knowledge and
length of service.
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(@) Board Composition (Contd.)
The Board meets on a bi-monthly basis, and the meeting dates are scheduled well in
advance (before the commencement of each financial year) to enable the Directors to
plan ahead. When required, the Board will meet on ad hoc basis to consider urgent

matters. All Directors attended more than 75% of Board meeting held during the
financial year.

The composition of the Board and the attendance of the Directors at meetings during
the financial year are as follows:

Number of
Members of the Board Designation Boa_lrd %
Meetings
attended
Dato’ Majid Mohamad (Chairman) INED 8/8 100
Mr. Philippe Pol Arthur Latour NINED 7/8 88
(Vice Chairman)
Dato’ Mohamed Rafique Merican
Mohd Wahiduddin Merican NINED 6/8 75
Dato’ Johan Ariffin INED 8/8 100
Dr. Abdul Rahim Abdul Rahman INED 7/8 88
Mr. Wong Pakshong Kat Jeong
Colin Stewart* INED 8/8 100

* appointed on 1 March 2018
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)

(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)

(@) Board Composition (Contd.)

Profile of Directors

Name/Designation/Age/
Nationality

Background/
Experience

Other Directorship
within the Group

Dato’ Majid Mohamad
Independent Non-Executive

Banking & Insurance

« Director of Maybank Ageas
Holdings Berhad

Rahman

Independent Non-Executive
Director

51 years of age

Malaysian

Director * Chairman of Etiga General

Chairman Takaful Berhad

64 years of age

Malaysian

Mr. Philippe Pol Arthur Insurance * Director of Etiga Life Insurance

Latour Berhad

Non-Independent Non- * Director of Etiga General

Executive Director Insurance Berhad

Vice-Chairman * Director of Etiga General

59 years of age Takaful Berhad

Belgian

Dato’ Mohamed Rafique Banking * Director of Etiga General

Merican Mohd Wahiduddin Takaful Berhad

Merican

Non-Independent Non-

Executive Director

53 years of age

Malaysian

Dato’ Johan Ariffin Property « Director of Maybank Ageas

Independent Non-Executive |Development & Holdings Berhad

Director Banking « Director of Etiga Life Insurance

59 years of age Berhad

Malaysian * Director of Etiga General
Insurance Berhad
« Director of Etiga General
Takaful Berhad

Dr. Abdul Rahim Abdul Academician « Director of Etiga General

Takaful Berhad

10
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)

(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)

(@)

(b)

Board Composition (Contd.)

Profile of Directors (Contd.)

Name/Designation/Age/ Background/ Other Directorship
Nationality Experience within the Group

Mr. Wong Pakshong Kat Insurance « Director of Etiga Life Insurance
Jeong Colin Stewart Berhad

Independent Non-Executive « Director of Etiga Insurance Pte
Director Ltd (Incorporated in Singapore)
59 years of age

Singaporean

Detailed profile of each Director is available on the Group's corporate website
(www.etiga.com.my). Directors’ interests in shares and share options in the ultimate
holding company, Malayan Banking Berhad ("MBB") are disclosed in the Directors’
Report that accompanies the Company’s financial statements for the financial year
ended 31 December 2018 ("FYE 2018").

Roles and Responsibilities of the Board

The business and affairs of the Company are managed under the direction and
oversight of the Board, which also has the responsibility to periodically review and
approve the overall strategies, business, organisation and significant policies of the
Company. The Board also sets the core values, adopts proper standards to ensure that
the Company operates with integrity and complies with the relevant rules and
regulations.

The roles and responsibilities of the Board are set out in the Company’s Board Charter
which is available on the Group's corporate website (www.etiga.com.my).

11
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)

(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)

(c) Board Committees Composition and Roles and Responsibilities

The Company leveraged on the Group Board Committees to assist the Board in
carrying out effective oversight of the operations and business affairs of the Company,
namely:

(i)

(ii)
(iii)
(iv)
(v)

Nomination and Remuneration Committee;

Audit Committee of the Board;

Risk Management Committee;

Investment Committee;

Board Oversight Committee of Information Technology; and

To ensure that the Company’s operations comply with Shariah principles pursuant to
the Islamic Financial Services Act 2013, the Board is assisted by:

(vi)
(i)

Group Shariah Committee.

Nomination and Remuneration Committee

The Nomination and Remuneration Committee ("NRC") was established on 1
September 2018. Prior to this, the Company leveraged on the Group NRC at
Maybank.

NRC consists of a majority of INEDs and chaired by an INED.

The primary objectives of NRC are to establish a documented, formal and
transparent procedure for the nomination and appointment of new directors, Chief

Executive Officer ("CEQO"), Shariah Committee members, senior management and
Company Secretary.

12
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)

(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)

(c) Board Committees Composition and Roles and Responsibilities (Contd.)

(i)

Nomination and Remuneration Committee (Contd.)

The Board via the NRC assesses the independence of INEDs prior to their
appointments and re-appointments as part of the annual Fit and Proper
Assessment exercise. Pursuant to the recommendation of the NRC based on the
assessment undertaken for the financial year, the Board is satisfied that all the
INEDs of the Board have met the independence criteria set out under the BNM CG
Policy as well as Maybank’s Directors’ Independence Policy adopted by the
Group. NRC engaged a consultant firm to conduct the annual Board Effectiveness
Evaluation on the overall effectiveness of the Board and individual Directors.

NRC plays a major role in the recruitment and selection process of potential
candidates, which includes procuring from time to time the curriculum vitae of
prospective candidates discreetly to ensure that the Board will always have a
steady pool of talent whenever there is a need to appoint new directors, not only to
ensure continuity in meeting its long term goals but also to ensure that the
knowledge, experience and skillset of the Board members would be well suited to
meet the demands of the ever-changing landscape of the insurance industry.

In addition, NRC is also responsible to provide a formal and transparent procedure
in developing remuneration policies for directors, CEO and senior management
and ensuring compensation is competitive and consistent with the Group’s culture,
objectives and strategy but most importantly, the industry standards.

The roles and responsibilities of NRC are set out in its Terms of Reference which
are available on the Group’s corporate website (www.etiga.com.my).

13
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(c) Board Committees Composition and Roles and Responsibilities (Contd.)
(i) Nomination and Remuneration Committee (Contd.)

The composition of NRC and the attendance of its members at meetings during
the financial year are as follows:

Number of
: . NRC

Members of the NRC Designation Meetings %

attended

Datuk Mohd Najib

Abdullah (Chairman) * INED 2/2 100
Mr. Gary Lee Crist 2 NINED 212 100
Dato’ Johan Arifin INED 212 100

! Director of MAHB and its wholly-owned subsidiaries, Etiga Life Insurance Berhad and Etiga General
Insurance Berhad.

? Director of MAHB
(i) Audit Committee of the Board

The Audit Committee of the Board ("ACB") consists of a majority of INEDs and
chaired by an INED.

ACB supports the Board in ensuring reliable and transparent financial reporting,
oversees the effectiveness of the internal audit functions, review related-party
transactions and conflicts of interest situations, access the suitability, objectivity
and independence of the Group's appointed external auditors and independently
assess the integrity of organisational wide management practices through the
review of audit findings raised by the internal auditors, external auditors and/or
regulators, ensuring that corrective actions, where necessary, are taken in a timely
manner to ensure the Group's operations run in an effective and efficient manner
as well as to safeguard the Group's assets and stakeholders’ interests.

14
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(c) Board Committees Composition and Roles and Responsibilities (Contd.)
(i) Audit Committee of the Board (Contd.)

The roles and responsibilities of ACB are set out in its Terms of Reference which
are available on the Group's corporate website (www.etiga.com.my).

The composition of ACB and the attendance of its members at meetings during the
financial year are as follows:

Number of
ACB

Meetings
Members of the ACB Designation attended %
Mr. Loh Lee Soon (Chairman) * INED 8/8 100
Mr. Gary Lee Crist > NINED 7/8 88
Mr. Koh Heng Kong * INED 8/8 100

Mr. Wong Pakshong Kat Jeong

Colin Stewart INED 8/8 100

! Director of Etiga Life Insurance Berhad and Etiga General Insurance Berhad, wholly-owned
subsidiaries of MAHB

2 Director of MAHB

® Director of Etiga General Insurance Berhad and Etiga General Takaful Berhad, wholly-owned
subsidiaries of MAHB

(iii) Risk Management Committee

The Risk Management Committee ("RMC") consists of a majority of INEDs and
chaired by an INED.

RMC assists the Board in ensuring that the risk exposures and outcomes affecting
the Group are effectively managed and addressed by the Board. More specifically,
the RMC is responsible for formulating policies and frameworks to identify,
monitor, manage and control material risks impacting the Group under the key risk
categories of financial, insurance, operational and enterprise risks.

15
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(c) Board Committees Composition and Roles and Responsibilities (Contd.)
(iii) Risk Management Committee (Contd.)

The roles and responsibilities of RMC are set out in its Terms of Reference which
are available on the Group's corporate website (www.etiga.com.my).

The composition of RMC and the attendance of its members at meetings during
the financial year are as follows:

Number of
RMC
Meetings
Members of the RMC Designation attended %
Mr. Koh Heng Kong (Chairman) * INED 9/9 100
Mr. Gary Lee Crist 2 NINED 8/9 89
Mr. Wong Pakshong Kat Jeong
Colin Stewart INED 9/9 100

! Director of Etiga General Insurance Berhad and Etiga General Takaful Berhad, wholly-owned
subsidiaries of MAHB
2 Director of MAHB

(iv) Investment Committee

The Investment Committee ("IC") consists of a majority of NINEDs and chaired by
an ED.

The Board established the IC as a governance body to oversee investment related
activities.

The roles and responsibilities of IC are set out in its Terms of Reference which are
available on the Group's corporate website (www.etiga.com.my).

16
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(c) Board Committees Composition and Roles and Responsibilities (Contd.)
(iv) Investment Committee (Contd.)

The composition of IC and the attendance of its members at meetings during the
financial year are as follows:

Number of
Members of the IC Designation IC Meetings %
attended
Dato’ Amirul Feisal Wan Zahir ED 4/4 100
(Chairman) *
Dato’ Mohamed Rafique Merican NINED 4/4 100
Mr. Philippe Pol Arthur Latour NINED 4/4 100

1 Executive Director, MAHB

(v) Board Oversight Committee of Information Technology

The Board Oversight Committee of Information Technology ("BOC IT") consists of
five (5) members and chaired by an INED.

BOC IT is a governance body which carries an oversight function for technology
related activities to provide differentiation and competitive advantage to the Group,
improve productivity of people and processes, address risks of technology
obsolescence and ensure all IT initiatives are adequately funded and resourced.

BOC IT was revamped and renamed to Board Oversight Committee of Innovation
& Technology effective from 1 January 2019 to focus on innovation in technology
related activities.

17
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(c) Board Committees Composition and Roles and Responsibilities (Contd.)
(v) Board Oversight Committee of Information Technology (Contd.)

The roles and responsibilities of BOC IT are set out in its Terms of Reference
which are available on the Group's corporate website (www.etiga.com.my).

The composition of BOC IT and the attendance of its members at meetings during
the financial year are as follows:

Number of
Members of the BOC IT Designation BO(.: T %

Meetings

attended
Mr. Loh Lee Soon (Chairman) * INED 717 100
Mr. Philippe Pol Arthur Latour NINED a/7 57
Encik Kamaludin Ahmad 2 Member 717 100
Encik Mohd Suhail Amar Suresh * Member 717 100
Mr. Hans Van Wuijckhuijse * Member 717 100

! Director of Etiga Life Insurance Berhad and Etiga General Insurance Berhad, wholly-owned
subsidiaries of MAHB.

2 CEO of MAHB.
% Group Chief Technology Officer, MBB
4 Regional Director, Business Development Ageas Asia

(vi) Group Shariah Committee
The Group Shariah Committee ("Group SC") consists of eight (8) members.
The Board of the Company (referred to as "Takaful Operators”) set up Group SC
in compliance with the Islamic Financial Services Act 2013, which will oversee the

operations of Takaful Operators to ensure that they are in line with the principles of
Shariah.

The roles and responsibilities of Group SC are set out in its Terms of Reference
which are available on the Group's corporate website (www.etiga.com.my).

18
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(c) Board Committees Composition and Roles and Responsibilities (Contd.)
(vi) Group Shariah Committee (Contd.)

The composition of Group SC and the attendance of its members at meetings
during the financial year are as follows:

Members of the Group SC Designation Number of %
Group SC
Meetings
attended
Dr. Ahcene Lahsasna Chairman 9/9 100
Dr. Ismail Mohd @ Abu Hassan” Member 5/5 100
Dr. Mohammad Deen
Mohd Napiah” Member 8/8 100
Dr. Sarip Adul Member 9/9 100
Prof Dr. Rusni Hassan Member 8/9 89
Prof. Dr. Abdul Rahim
Abdul Rahman INED 9/9 100
Prof Dato’ Dr. Mohd Azmi Omar* Member 4/5 80
Dato’ Dr. Anhar Opir* Member 5/5 100

* appointed on 1 May 2018
A resigned on 1 May 2018

19
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)

(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)

(d) Directors' Training

The Board acknowledges the importance of continuous education for its Directors to
ensure they are equipped with the necessary skills and knowledge to perform their
functions and meet the challenges facing the Board.

During the financial year, all the Board members have attended various training
programmes and workshops on issues relevant to the Group, including key training
programmes for new Directors, namely the Induction Programme (in-house training)
and Financial Institutions Directors’ Education ("FIDE").

(i)

(i)

Induction Programme

A comprehensive induction programme has also been established and
coordinated by the Company Secretary to ease new Directors into their new role
and to assist them in their understanding of the Group's business strategy and
operational matters. New Directors are required to attend the programme as soon
as possible after they have been appointed. The programme includes intensive
one-on-one session with the Senior Management Committee members/Head of
Departments, wherein new Directors would be briefed and brought up to speed on
the challenges and issues faced by the Group.

Training Attended by Directors

The Board continues to assess the training needs of its Directors and identify key
areas of focus for training programmes vide the Annual Board Assessment
conducted at the beginning of each financial year.
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
(2) BOARD OF DIRECTORS - COMPOSITION, FUNCTION AND CONDUCT (CONTD.)
(d) Directors' Training (Contd.)

(i) Training Attended by Directors (Contd.)

Training attended by the Directors during the financial year were as follows:
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CORPORATE GOVERNANCE DISCLOSURES (CONTD.)

(3) INTERNAL CONTROL FRAMEWORK

(4)

The Board exercises overall responsibility on the Company's internal controls and its
effectiveness. The Board recognises that risks cannot be eliminated completely; as such,
the systems and processes put in place are aimed at minimising and managing risk. The
Company has established internal controls which cover all levels of personnel and business
processes to ensure the Company’s operations run in an effective and efficient manner 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 an
independent examination of controls by the internal audit function, ensures that corrective
action, where necessary, is taken in a timely manner. As a custodian of public funds, the
Company’s dealings with the public are always conducted fairly, honestly and professionally.

REMUNERATION - QUALITATIVE DISCLOSURES
(@) Board Performance

The Company leveraged on NRC at MAHB established on 1 September 2018. Prior to
this, the Company leveraged on the Group NRC at MBB.

In line with good corporate governance, the Board via the NRC has set out its intention
to periodically review the Non-Executive Directors’ ("NED") remuneration per MBB
remuneration policy for Directors.

The Board believes that one area that the Board needs to focus on in order to remain
effective in the discharge of its duties and responsibilities is the setting of a fair and
comprehensive remuneration package commensurate with the expertise, skills, and
responsibilities with being a director of a financial institution.

The remuneration package of NEDs consists of the following:

Fees and meeting allowances — Directors’ fees and meetings allowances for NEDs are
based on a fixed sum as determined by the NRC and the Board, and subsequently
approved by the shareholders.
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(4) REMUNERATION - QUALITATIVE DISCLOSURES (CONTD.)

(b) Senior Management Appointment and Performance

NRC also recommends and assesses the nominee for the position of CEO and re-
appointment of CEO as well as oversee the appointment and succession planning of
the identified Senior Officers (Chief Financial Officer, Chief Risk Officer and Appointed
Actuary) of the Company.

NRC is responsible to oversee performance evaluation of CEO and Senior Officers.

NRC is also responsible to ensure all Key Responsible Persons ("KRPs") fulfil the fit
and proper requirements, in line with the Fit and Proper Policy for KRPs.

(5) REMUNERATION - QUANTITATIVE DISCLOSURES
(&) Non-Executive Directors’ Remuneration

The Non-Executive Directors’ Remuneration for the financial year are as follows:

Remuneration Per Annum (RM)
(i) Fees
- Board
- Chairman 180,000
- Member 120,000
- Committee
- Chairman 32,500
- Member 28,000

(i) Meeting allowance
- per meeting attended 2,000

(b) Disclosure of Directors’ and CEO’s Remuneration

The details of Directors’ and CEOs’ Remuneration for FYE 2018 are disclosed in the
Notes 27 and 28 to the Company’s Financial Statements.
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(55 REMUNERATION - QUANTITATIVE DISCLOSURES (CONTD.)

(c) Remuneration Policy in respect of Officers of the Company

The Company adopted Maybank Group's total rewards philosophy where it goes
beyond tangible rewards. It embraces an integrated rewards strategy that focuses on
the right remuneration, benefits and career development as well as progression
opportunities at the right time for the employees’ personal and professional aspirations.
It involves a holistic integration of total rewards’ key elements that are aligned to the
MBB Group strategy, MBB Group Human Capital strategy, culture and Core Values
T.I.G.E.R.*, all critical to sustain employee engagement levels, productivity and

business growth.

The Remuneration policy is approved by the Board and is monitored and reviewed
periodically. It reinforces a high performance culture to attract, motivate and retain
talent through market competitiveness and differentiated pay.

Maybank Group rewards’ principles are delivered holistically via the Group’s Total
Rewards Framework which includes base pay, other fixed cash, performance-based
variable cash, long-term incentive awards, benefits and development.

*Core Values: Teamwork, Infegrify; Growth, Excellence & Efficiency and Relationship SBuilding
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(55 REMUNERATION - QUANTITATIVE DISCLOSURES (CONTD.)

(c) Remuneration Policy in respect of Officers of the Company (Contd.)

Total Compensation ensures that employees are paid equitably to the market, delivered
via cash and share/share-linked instruments, where applicable. The mix of cash and
shares/shares-linked instruments is aligned to the Group's long-term value creation and
time horizon of risks with targeted mix ratio.

The target positioning of Base Pay is mid-market while target positioning for Total
Compensation for a performer is to be within the Upper Range of market. Target
positioning for benefits is mid-market. In certain markets/geographies, there may be
exceptions for selected benefits with above mid-market positioning for strategic
purposes. As the Group operates globally, it is essential that local legislation and
practices are observed. Should any clause of any policy conflict with local legislation,
local legislations shall take precedence.

25



266243-D

ETIQA FAMILY TAKAFUL BERHAD
(Incorporated in Malaysia)

CORPORATE GOVERNANCE DISCLOSURES (CONTD.)
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(c) Remuneration Policy in respect of Officers of the Company (Contd.)

Key features of Remuneration Framework that Promotes Alignment between Risk
and Rewards

The Group Total Compensation, comprising a mixture of Fixed and Variable elements
(i.e. Variable Bonus and Long-term Incentive Plan) is designed to align with the long-
term performance goals and objectives of the organisation. The compensation
framework provides a balanced approach between fixed and variable components that
change according to individual performance, business/corporate function performance,
group performance outcome as well as individual's level and accountability.

The Company has strong internal governance on performance and remuneration of
control functions which are measured and assessed independently from the business
units they support to avoid any conflict of interests. The remuneration of staff in control
functions are predominantly fixed to reflect the nature of their responsibilities. Annual
reviews of their compensation are benchmarked against market rate and internally to
ensure that it is set at an appropriate level.

Performance Management principles ensure Key Performance Indicators (“KPI")

continue to focus on outcomes delivered that are aligned to the business plans. Each of
the Senior Officers and Other Material Risk Takers (“OMRT") carry Risk, Governance &
Compliance goals in their individual scorecard and are cascaded accordingly. Being a
responsible organisation, the right KPI setting continues to shape the organisational
culture, actively drive risk and compliance agendas effectively where inputs from

control functions and Board Committees are incorporated into the Sector and individual
performance results.

Long-term Incentive Award — Employees’ Share Grant Plan

Maybank in December 2018, rolled out a new scheme under the Long-Term Incentive
Award i.e. Employees Shares Grant Scheme (“ESGP”) replacing the previous scheme
that expired in June 2018. ESGP serves as a long-term incentive award for eligible
Senior Management with the following objectives:

« To align to the Group’s long-term strategic objectives to maximise shareholders’
value through a high performance culture.

. To continue to attract, motivate and retain key talents in Senior Management level.

« To align the Group total rewards to the long-term value creation and time horizon
of risk.

+  To drive performance that is tied to long-term outcomes and business growth.
To participate in the Group’s business strategies for future growth of the Group.
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(c) Remuneration Policy in respect of Officers of the Company (Contd.)
Long-term Incentive Award — Employees’ Share Grant Plan (Contd.)

As part of the overall corporate governance framework, the Company ensures its
remuneration policies and structure are in line with the requirements of governance
regulations. From a risk management perspective, the remuneration policy is
supported by strong governance and sensitive to risk outcomes.

Staff rewards are reviewed on an annual basis and consistent with business
performance and prudent risk management. Appropriately, involvement by the relevant
control functions are sufficiently embedded to provide an independent and objective
assessment of the remuneration principles and practices which are pre-requisites for
executing a sound remuneration policy.

Corporate Governance — Remuneration practices

As part of the overall corporate governance framework, the Company ensures its
remuneration policies and structure are in line with the requirements of governance
regulations. From a risk management perspective, the remuneration policy is
supported by strong governance and sensitive to risk outcomes.

Staff rewards are reviewed on an annual basis and consistent with business
performance and prudent risk management. Appropriately, involvement by the relevant
control functions are sufficiently embedded to provide an independent and objective
assessment of the remuneration principles and practices which are pre-requisites for
executing a sound remuneration policy.
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(d) Senior Officers and Other Material Risk Takers ("OMRT")

The remuneration package for Senior Officers and OMRTSs are reviewed on an annual
basis and submitted to the NRC for recommendation to the Board for approval.

Senior Officer is defined as performing a senior management function whose primary or
significant responsibility is for the management and performance of significant business
activities and includes those who assume primary or significant responsibility for key
control functions.

OMRT is defined as:
(a) an officer who is a member of senior management of the Company and who can
materially commit or control significant amounts of the Company's resources or
whose actions are likely to have a significant impact on its risk profile; or

(b) among the most highly remunerated officers in the Company.

Summary of FYE 2018 compensation outcome for those identified as Senior Officers
and OMRT:

Remuneration Unrestricted Deferred
Fixed Remuneration No. of Pax No. of Pax

I ) I

Cash-based
Shares and share-linked instrument (ESOS etc)

Cash-based
Shares and share-linked instrument (ESOS etc)
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REPORT OF THE SHARIAH COMMITTEE
In the name of Allah, the Most Beneficent, the Most Merciful

We, Dr. Ahcene Lahsasna and Prof. Dr. Abdul Rahim Abdul Rahman, being two of the members
of the Shariah Committee of Etiga Family Takaful Berhad, do hereby report on behalf of the
Committee that to the best of our knowledge and belief:

In compliance with our letter of appointment and terms of reference, we have reviewed and
approved the principles, policies, products and the contracts relating to the transactions
undertaken by the Company during the financial year ended 31 December 2018. We have also
conducted our review to form an opinion pursuant to Section 30(1) of Islamic Financial Services
Act 2013 ("IFSA"), as to whether the Company has complied with the principles of Shariah,
Shariah rulings issued by the Shariah Advisory Council of Bank Negara Malaysia ("BNM"),
Shariah standards issued by BNM pursuant to Section 29 of IFSA, relevant guidelines and
circulars issued by BNM, Shariah rulings issued by the Shariah Advisory Council of Securities
Commission (for capital market related matters), as well as Shariah decisions resolved by us.

The management of the Company is responsible for ensuring that the Company conducts its
business in accordance with Shariah rules and principles. It is our responsibility to express an
independent opinion based on our review of the operation of the Company.

We have assessed the work carried out by Shariah review and Shariah audit which included
examining, on a test basis, the relevant type of transactions, documentations and procedures
adopted by the Company.

We obtained all the information and explanations which we considered necessary in order to

provide us with sufficient evidence to give reasonable assurance that the Company has not

violated the rules and principles of Shariah.

In our opinion:

1. the relevant contracts, transactions and dealings entered into by the Company during the
financial year ended 31 December 2018 that we have reviewed are in compliance with the

Shariah principles;

2. the allocation of profit and charging of losses relating to investment accounts conform to the
basis that had been approved by us in accordance with Shariah principles;

3. the sharing of surplus arising from the tabarru' fund (Participants’ Risk Fund) conforms with
the respective internal policies and approved by us;

4. all earnings that have been realised from sources or by means prohibited by the principles
of Shariah have been put aside in a separate account for disposal to charitable causes; and

5. the calculation, payment and distribution of business zakat and distribution of Amal Jariah
fund is in compliance with the principles of Shariah.
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