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(Incorporated in Malaysia)

DIRECTORS' REPORT

The Directors are pleased to present this report with the Company’s audited financial statements for
the financial year ended 31 December 2020.
PRINCIPAL ACTIVITIES
The Company is engaged principally in underwriting Family Takaful, including investment-linked
business. There were no significant changes in the Company’s principal activities during the financial
year.
FINANCIAL RESULTS

RM’000

Net profit for the financial year 16,107

DIVIDENDS

The Company has not paid or declared any dividends since the end of the previous financial year.
The Directors have not recommended any dividend to be paid for the financial year under review.

RESERVES AND PROVISIONS

All material transfers to or from reserves and provisions during the financial year are disclosed in
the financial statements.

PROVISION FOR TAKAFUL LIABILITIES

Before the Company’s financial statements were made, the Directors took reasonable steps to
ascertain that there was adequate provision for incurred claims, including Incurred But Not Reported
(IBNR) claims and adequate provision for Takaful contract liabilities in accordance with the valuation
methods as specified in Part D of the Risk-Based Capital Framework for Takaful Operators issued
by Bank Negara Malaysia (BNM).

SHARE CAPITAL

During the financial year ended 31 December 2020, the Company had increased its issued and
paid-up share capital from RM100,010,000 to RM140,010,000 by way of the issuance of 40,000,000
ordinary shares of RM1.00 each.
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DIRECTORS' REPORT (CONTINUED)

BAD AND DOUBTFUL DEBTS

Before the Company’s financial statements were made, the Directors took reasonable steps to
ascertain that proper action had been taken in relation to writing off of bad debts and making
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.

As of the date of this report, the Directors are not aware of any circumstances which would render
the amounts written off for bad debts or the amount of allowance for doubtful debts in the Company’s
financial statements inadequate to any substantial extent.

CURRENT ASSETS

Before the Company’s financial statements were made, the Directors took reasonable steps to
ensure that any current assets, which were unlikely to be realised in the ordinary course of business,
their values as shown in the Company’s accounting records were written down to an amount which
they might be expected so to realise.

As of the date of this report, the Directors are not aware of any circumstances which would render
the values attributed to the current assets in the Company’s financial statements misleading.
VALUATION METHODS

As of the date of this report, the Directors are not aware of any circumstances that has arisen which
render adherence to the existing methods of valuation of assets or liabilities of the Company
misleading or inappropriate.

CONTINGENT AND OTHER LIABILITIES

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

(@ any charge on the Company’s assets that arose since the end of the financial year which
secures the liabilities of any other person; or

(b) any contingent liability in respect of the Company that arose since the end of the financial
year.

No contingent or other liability of the Company has become enforceable, or is likely to become
enforceable within the period of 12 months after the end of the financial year which, in the opinion
of the Directors, will or may substantially affect the Company’s ability 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 underwritten in the ordinary course of the Company’s business.
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DIRECTORS' REPORT (CONTINUED)

CHANGE OF CIRCUMSTANCES

As of the date of this report, the Directors are not aware of any circumstances, not otherwise dealt
with in this report or the Company’s financial statements, which would render any amount stated in
the financial statements misleading.

ITEMS OF AN UNUSUAL NATURE

The results of the Company’s operations for 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.

In the interval between the end of the financial year and the date of this report, no item, transaction,
or event arose of a material and unusual nature which is likely, in the opinion of the Directors, to
affect substantially the results of the Company’s operations for the financial year in which this report
is made.

DIRECTORS

The Directors who held office since the date of the last report and as of the date of this report and
the Directors’ attendance during the financial year are as follows:

Attendance
Datuk Dr. Syed Muhamad Bin Syed Abdul Kadir — Chairman (Independent Non-

Executive Director) 5/5
Encik Wong Ah Kow (Independent Non-Executive Director) 5/5
Dato’ Khodijah Binti Abdullah (Independent Non-Executive Director) 5/5
Encik Ooi Say Teng (Non-Independent Non-Executive Director) 5/5
Encik Karim Gilani (Executive Director) 5/5

In accordance with Article 69 of the Company’s Articles of Association, Datuk Dr. Syed Muhamad
Bin Syed Abdul Kadir and Encik Karim Gilani shall retire at the forthcoming Annual General Meeting
and, being eligible, offer themselves for re-election.
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CORPORATE GOVERNANCE

The Company has complied with all the prescriptive requirements and adopt management practices
that are consistent with the principles prescribed under the Islamic Financial Services Act, 2013,
Bank Negara Malaysia (BNM) Guidelines, in particular, BNM/RH/GL_012_3 Shariah Governance
Framework for Islamic Financial Institutions; BNM/RH/GL 018-5 on Fit and Proper Criteria;
BNM/RH/PD 029-9 on Corporate Governance; other directives and the principles of Shariah, that
supersedes BNM/RH/GL 004-1 on Directorship for Takaful Operators and BNM/RH/GL/003-2 on
Prudential Framework of Corporate Governance for Insurers.

Board of Directors (the Board)

The Board of Directors is responsible for supervising the management of the Company’s business
and affairs.

In discharging its stewardship responsibilities, the Board assumes the following duties and
responsibilities either directly or through its Committees and, notwithstanding that, still remains fully
accountable for any authority delegated to the Committees:

Board

® Plans Board and Committees’ size and composition, establishes Board Committees and
Shariah Committee and appoints its members, and determines Directors’ compensation;

(i) Maintains formal orientation programmes for new Directors and ongoing education
programmes for Directors;

(i) Establishes corporate governance practices and policies; and

(iv) Assesses annually its effectiveness and the effectiveness of its Committees, the Chairman,
the Committee Chairs, including the fitness and proper criteria of individual Directors.

Senior Management

® Selects, evaluates, and, if necessary, replaces the Chief Executive Officer and other
members of senior management, including the Appointed Actuary;

(i) Delegates powers to management to manage the Company;

(iii) Oversees succession planning for senior management positions;
(iv) Approves compensation of senior management;

v) Advises the Chief Executive Officer; and

(vi) Reviews and approves the organisational structure.
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CORPORATE GOVERNANCE (CONTINUED)

Board of Directors (the Board) (continued)

Ethics and Integrity

0] Sets the ethical tone for the Company;

(i) Satisfies itself that senior management maintain a culture of integrity throughout the
Company; and

(iii) Approves amendments and reviews employee compliance with the Code of Business
Conduct.

Strateqy

0] Approves the Company's vision and mission statements;

(i) Reviews the effectiveness of the strategic planning process;

(iii) Approves the Company’s business objectives, strategies, and capital and financial plans
annually; and

(iv) Monitors the Company’s performance against these statements, objectives, and plans on

an ongoing basis.

Risk Management, Capital Management, and Internal Control

(i)

(ii)

(iif)

At least annually, approves policies and procedures for the management and control of risk
and capital, and reviews compliance with these policies and procedures;

Reviews the internal control and management information systems that provide reasonable
assurance for the reliability of the Company's financial information and safeguarding of its
assets; and

Reviews compliance with legislative and regulatory requirements.

Material Transactions

0

Reviews and approves material investments and transactions.

Financial Reporting

0

Reviews and approves annual and interim financial statements.
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Board of Directors (the Board) (continued)

Communication and Disclosure

(i)
(ii)

(iif)

Oversees the timely reporting of financial results to Shareholders and other stakeholders;

Reviews and, when appropriate, approves policies on public disclosure, confidentiality of
information, and securities trading; and

Enables Shareholders to provide feedback to the Independent Directors.

Oversight on Shariah Governance

(i)

(ii)

(iif)

(iv)

(v)

Others
(i)

(ii)

Approves policies relating to governance structure and reporting arrangements, Shariah
noncompliance risk management and other areas that are material to the effective
implementation of Shariah governance within the Company;

Oversees the implementation of Shariah Advisory Council of Bank Negara Malaysia (SAC)
rulings and decisions or advice of the Shariah Committee within all business and functional
lines, including any business or risk implications arising from such implementation;

Oversees the implementation of the internal control framework to prevent Shariah
noncompliance and any rectification measures to resolve incidences or circumstances that
may result or have resulted in Shariah noncompliance;

Oversees the performance of senior management and other officers entrusted to implement
Shariah governance framework such that the Board is satisfied that the measures of their
performance are aligned with Shariah governance objectives; and

Promotes a sound corporate culture which reflects the importance of adhering to Shariah
requirements in product development and marketing, strategy formulation, business
operations, risk management practices and other aspects that promote end-to-end
compliance with Shariah.

Engages any special advisors it deems necessary to provide independent advice at the
Company’s expense; and

Performs such other functions as prescribed by law or as assigned to the Board in the
Company's governing documents.
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Board of Directors (the Board) (continued)

Directors’ Training

The Remuneration and Nomination Committee ensures that Directors undergo appropriate induction
programmes and receive continuous training. The induction programmes include briefing on the
Company’s business and operations and the applicable BNM guidelines and other legislation. The
Financial Institutions Directors’ Education (FIDE) Forum organises various topics for the Directors’
participation.

During the year, the Directors were briefed and updated on the BNM guidelines and have
continuously developed and strengthened their knowledge and understanding on Islamic finance to
fulfil their responsibility. The Directors also participated in external training programmes to keep
abreast with the latest developments.

Audit Committee (AC)

The AC, comprising the Company’s Independent Non-Executive Directors, and the AC members’
attendance during the financial year are as follows:

Attendance
Encik Wong Ah Kow 4/4
Datuk Dr. Syed Muhamad Bin Syed Abdul Kadir 4/4
Dato’ Khodijah Binti Abdullah 4/4
The AC’s duties and responsibilities are as follows:
Financial Reporting
® Reviews with the External Auditor and management and makes recommendations to the

Board on the approval of:
(@) The interim unaudited financial statements, including the notes thereto; and

(b) The annual audited financial statements, including the notes thereto.
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Audit Committee (AC) (continued)

External Auditor

(i)

(ii)

(iif)

(iv)

v)

(vi)

Reviews the independence of the External Auditor, including the requirements relating to
such independence in the laws governing the Company and the applicable financial
legislative and regulatory requirements;

Assesses the performance of the External Auditor and recommends to the Board the
reappointment or, if so determined by the AC, the replacement of the External Auditor,
subject to the approval of the Shareholders;

Determines, reviews, and approves the services the External Auditor performs and the fees
to be paid to the External Auditor for audit, audit-related, and other services permitted by
law;

Reviews with the External Auditor and management the overall scope of the annual audit
plan, quality control procedures, and the resources that the External Auditor devotes to the
audit;

Reviews with the External Auditor any regulatory investigations that pertain to the External
Auditor; and

Investigates reasons for any request made by management to dismiss the External Auditor,
or any resignation by the External Auditor. The results of the investigation will be disclosed
to the Board with recommendations on the proposed actions to be taken.

Internal Control and Audit

(i)

(ii)

(iif)

Requires management to implement and maintain appropriate internal control procedures,
and reviews, evaluates, and approves such procedures;

Reviews management’s reports on the effectiveness of the Company’s disclosure on
controls and procedures and its internal control over financial reporting;

Reviews with the Head of Internal Audit and management:
(@) The overall scope of the annual internal audit plan, including the extent of coordination
and reliance placed by the External Auditor on their audit plan, and the adequacy of

the resources available to the Head of Internal Audit;

(b) The effectiveness of internal control procedures;
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Audit Committee (AC) (continued)

Internal Control and Audit (continued)

(iv) Ensures that management is taking necessary and timely corrective actions to address
control weaknesses, noncompliance with laws, regulatory requirements, policies and any
other issues identified by the internal audit and other control functions;

v) Notes any significant disagreements between the Head of Internal Audit and management,
irrespective of whether these were resolved, to identify any impact the disagreements may
have on the audit process or findings; and

(vi) Reviews third-party opinions on the design and effectiveness of the Company’s internal
control framework.

(vii) Reviews quarterly Internal Audit reports with respect to, among others, the adequacy and
effectiveness of controls on an enterprise-wide basis.

(viii) ~ Submits AC’s Annual Report to BNM which includes the summary of activities, AC'’s
composition and meeting records as well as internal control assessment and key control
issues.

Governance

® Reviews and approves changes to the statements of mandate, responsibility, and authority
of the Internal Audit function;

(i) Ensures that the Head of Internal Audit has adequate authority and independence to
perform the Internal Audit mandate;

(i) Approves the appointment, remuneration, performance evaluation, removal, and
deployment of the Head of Internal Audit;

(iv) Ensures that an independent review of the Internal Audit function is conducted, as needed;

V) Discusses with the External Auditor, if necessary, the impact of the financial and control-
related aspects of material transactions the Company proposes;

(vi) Reviews and discusses with the External Auditor and Appointed Actuary such reports and

regulatory returns of the Company as may be specified by law;
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Audit Committee (AC) (continued)

Governance (continued)

(vii) Reviews matters within its mandate that are addressed in the regular examination and
similar reports received from regulatory authorities, including management’s responses and
recommendations thereon;

(viii)  Discusses the qualifications for and determines whether a member of the AC is a financial
expert and, in conjunction with the Remuneration and Nomination Committee, ensures the
ongoing financial literacy of AC members; and

(ix) Reviews, updates, and monitors any related party transactions and conflict of interest
situations that may arise within the Company, including any transactions, procedures, or
conduct that raise questions of management integrity.

Others

® Performs such other duties and exercises, such other powers as the Board may, from time
to time, assign or vest in the AC, and such other functions as may be required of an AC by
law and regulations.

Remuneration and Nomination Committee (RNC)

The RNC, comprising the Company’s Independent Non-Executive Directors, and the RNC members’
attendance during the financial year are as follows:

Attendance
Dato’ Khodijah Binti Abdullah 2/2
Datuk Dr. Syed Muhamad Bin Syed Abdul Kadir 2/2
Encik Wong Ah Kow 2/2

The RNC'’s duties and responsibilities with regards to the nomination role are as follows:

® Establishes minimum requirements for the Board and the Chief Executive Officer to perform
their responsibilities effectively and oversees the overall composition of the Board in terms
of the appropriate size and mix of skills, the balance between Executive Directors, Non-
Executive, and Independent Directors, and other core competencies required through
annual reviews.

The RNC also reviews the mix of skills of the Audit Committee’s members through annual
reviews;

10
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Remuneration and Nomination Committee (RNC) (continued)

The RNC’s duties and responsibilities with regards to the nomination role are as follows: (continued)

(ii)

(iif)

(iv)

v)

(vi)

(vii)

(viii)

Recommends and assesses the fithess and propriety of nominees for directorship, the
Directors to fill the Board Committees, members of the Shariah Committee, as well as
nominees for the position of the Chief Executive Officer and the Company Secretary. This
includes assessing the Directors, members of the Shariah Committee, and the Chief
Executive Officer, including the proposals for their re-appointment before an application for
approval is submitted to BNM;

Establishes a mechanism for formal assessment and assesses the effectiveness of the
Board as a whole, the contribution by each Director to the effectiveness of the Board, the
contribution of the Board’s various committees, including members of the Shariah
Committee and the performance of the Chief Executive Officer annually;

Recommends to the Board the removal of a Director, Chief Executive Officer, and Shariah
Committee Member for ineffectiveness, or being errant or negligent in discharging
responsibilities;

Ensures that all Directors and Shariah Committee Members undergo appropriate induction
programmes and receive continuous training;

Oversees the appointments, succession planning of management, and performance
evaluation of key senior officers, and recommends to the Board the removal of key senior
officers for ineffectiveness, or being errant or negligent in discharging their responsibilities;

Seeks the services of advisors or consultants as it deems necessary to fulfill its
responsibilities; and

Reviews the list of key responsible persons, as defined in BNM guidelines, annually and
make changes as appropriate.

The RNC'’s duties and responsibilities with regards to the remuneration role are as follows:

(i)

(ii)

Recommends a framework of remuneration for Directors, Chief Executive Officer, Shariah
Committee Members, and key senior officers; and

Recommends specific remuneration packages for Directors, Chief Executive Officer,
Shariah Committee Members, and key senior officers.

11
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Risk Management Committee (RMC)

The RMC, comprising the Company’s Independent Non-Executive Directors, and the RMC
members’ attendance during the financial year are as follows:

Attendance

Encik Wong Ah Kow 5/5
Datuk Dr. Syed Muhamad Bin Syed Abdul Kadir 5/5
Dato’ Khodijah Binti Abdullah 5/5

The RMC'’s duties and responsibilities are as follows:

Risk Management

® Reviews and recommends risk management strategies, policies, risk tolerance, and risk

appetite for the Board’s approval;
(i) Reviews at least annually and assesses the adequacy of and compliance with Risk

Management policies and framework for identifying, measuring, monitoring, and controlling
risks, as well as the extent to which these are operating effectively;

(i) Ensures adequate infrastructure, resources, and systems are in place for effective risk
management;
(iv) Reviews periodic management reports on risk exposure, risk portfolio composition, and risk

management activities;

V) Reviews and assesses matters in the Shareholders Agreement as recommended by the
Executive Committee, for the Board’s approval;

(vi) Monitors the performance of the Enterprise Risk Management Committee (ERMC), the
Asset and Liability Committee (ALCO), and the Investment Committee (IC) within the
context of the Company’s strategy, risk appetite, and charters of the respective Committees;

(vii) Reviews and assesses the results of the stress and scenario testings, before endorsing for

the Board’'s approval. In addition, ensuring management’s timely identification and
continuous monitoring of suitable corrective action plans in addressing the identified risks;

12
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Risk Management (continued)

(viii)  Reviews key risk-related issues incorporated into the business plans annually;

(ix) Reviews management’s actions related to product design through the process in the Risk
Management policies; and

x) Assists in the implementation of a sound remuneration structure and without prejudice to
the tasks of the Remuneration and Nomination Committee, and examines whether
incentives provided by the remuneration structure take into consideration risks, capital,
liquidity, and the likelihood and timing of earnings.

Compliance

® Reviews at least annually and approves changes to policies or programmes that provide for
the monitoring of compliance with legal and regulatory requirements, including legislative
compliance of management systems;

(i) Reviews at least annually the adequacy of and compliance with the Company’s Code of
Conduct and enterprise-wide policies for the management and mitigation of compliance
risks, including risks associated with money laundering, terrorist financing, market conduct,
bribery, corruption, and fraud; and

(i) Reviews quarterly compliance reports presented to RMC with respect to, among others,
compliance trends and themes enterprise-wide, regulatory reviews, and the Company’s
compliance risks and programmes.

Governance

® Reviews at least annually, and approves changes to the statements of mandate,
responsibility, and authority of the Chief Risk Officer.

Executive Committee (EC)

The EC comprises an equal number of Directors nominated by each of the Shareholders, with a
maximum of two nominees from each Shareholder. The composition of the EC is as follows:

Encik Karim Gilani
Encik Ooi Say Teng

The EC’s duties and responsibilities are as follows:

0] Reviews and recommends for approval of certain matters in the Shareholders Agreement
before being tabled to the RMC and, subsequently, to the Board for deliberation and
approval;

(i) Performs such other duties and exercises and such other powers as the Board may, from

time to time, assign or vest in the EC.

13
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Shariah Committee (SC)

The SC members and the SC members’ attendance during the financial year are as follows:

Attendance
Sheikh Dr. Shafaai Bin Musa - Chairman 6/6
Sheikh Professor Dr. Mohammad Hashim Kamali 6/6
Sheikh Dato’ Dr. Haji Mohd Nai’'m Haji Mokhtar 5/6
Professor Dato’ Dr. Noor Inayah Ya’akub 6/6
Sheikh Ustaz Mohd Fadhly Md Yusoff 5/6

The SC’s duties and responsibilities are as follows:

(i)

(ii)

(iif)

(iv)
(v)
(vi)

(vii)

Provides decision or advice to the Company on the application of any rulings of the SAC or
standards on Shariah matters that are applicable to the Company’s business, operations,
affairs and activities;

Provides a decision or advice on matters which require a reference to be made to the SAC;

Provides a decision or advice on the Company’s business, operations, affairs and activities
which may trigger a Shariah honcompliance event;

Deliberates and affirms a Shariah noncompliance finding by any relevant functions;
Endorses a rectification measure to address a Shariah noncompliance event;

Reviews and endorses Shariah governance related documents such as the Shariah-
Compliant Business Policy, Shariah audit, and Shariah risk management; and

Approves product concept, underlying Shariah contract, Shariah structure, Shariah features
and its documentation.

14
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DIRECTORS’ BENEFITS

During and at the end of the financial year, no arrangements subsisted to which the Company is a
party, being arrangements with the object or objects of enabling the Company’s Directors to acquire
benefits by means of the acquisition of shares in, or debentures of, the Company or any other body
corporate.

Since the end of the previous financial year, no Director of the Company has received or become
entitled to receive any benefit (other than Directors’ remuneration and benefits disclosed in the notes
to the Company’s financial statements) by reason of a contract made by the Company or a related
corporation with the Director or with a firm of which the Director is a member, or with a Company in
which the Director has a substantial financial interest.

The Company’s Directors and officers are covered by Directors and Officers liability takaful for any
liability incurred in the discharge of their duties, provided they have not acted fraudulently or
dishonestly or derived any personal profit or advantage. The Takaful contribution paid during the
financial year amounted to RM60,800.

DIRECTORS’ INTERESTS IN SHARES AND DEBENTURES

The Company has kept the Register of Directors’ Shareholdings under Section 59 of the Companies
Act 2016. The Directors in office at the end of the financial year did not hold shares or have beneficial
interests in the shares of the Company or hold shares, options over shares, and debentures or have
beneficial interests in the shares, options over shares, and debentures of its related companies
during and at the end of the financial year, other than as shown below:

No. of Options over Ordinary Shares

At At
1.1.2020 Granted (Sold) 31.12.2020

Sun Life Financial Inc.
Karim Gilani 8,675 - - 8,675

15
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DIRECTORS’ REMUNERATION

The details of Directors’ remuneration are stated in Note 21 to the financial statements.

HOLDING COMPANIES

The Directors regard Renggis Ventures Sdn Bhd as the immediate holding company, Avicennia
Capital Sdn Bhd as the penultimate holding company, and Khazanah Nasional Berhad as the
ultimate holding company. Avicennia Capital Sdn Bhd is no longer a financial holding company,
effective from 2 October 2019. All three companies are incorporated in Malaysia.

AUDITORS’ REMUNERATION

The details of the auditors’ remuneration are stated in Note 21 to the financial statements. There is
no indemnity given or insurance effected for any auditor of the Company.

AUDITORS

The auditors, PricewaterhouseCoopers PLT (LLP0014401-LCA & AF 1146), expressed their
willingness to accept re-appointment as auditors.

Signed on behalf of the Board in accordance with the resolution of the Directors dated 15 March
2021.

DATUK DR. SYED MUHAMAD BIN OOl SAY TENG
SYED ABDUL KADIR

Kuala Lumpur

16
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We, Datuk Dr. Syed Muhamad Bin Syed Abdul Kadir and Ooi Say Teng, being two of the Directors
of Sun Life Malaysia Takaful Berhad, do hereby state that, in the opinion of the Directors, the
accompanying financial statements on pages 24 to 140 are drawn up to give a true and fair view of
the Company’s financial position as at 31 December 2020, and the Company’s financial performance
for the financial year ended 31 December 2020 in accordance with the Malaysian Financial
Reporting Standards, International Financial Reporting Standards, and the requirements of the
Companies Act 2016, in Malaysia.

Signed on behalf of the Board in accordance with a resolution of the Directors dated 15 March 2021.

DATUK DR. SYED MUHAMAD BIN OOl SAY TENG
SYED ABDUL KADIR

Kuala Lumpur

STATUTORY DECLARATION

PURSUANT TO SECTION 251(1) OF THE COMPANIES ACT 2016

I, Chew Chin Lim, being the Officer primarily responsible for the financial management of Sun Life
Malaysia Takaful Berhad, do solemnly and sincerely declare that the financial statements on pages
24 to 140 are, to the best of my knowledge and belief, correct, and | make this solemn declaration

conscientiously believing the declarations to be true and by virtue of the provisions of the Statutory
Declarations Act, 1960.

CHEW CHIN LIM
MIA No. CA10652

Subscribed and solemnly declared by the above named Chew Chin Lim at Kuala Lumpur, in the
state of Wilayah Persekutuan in Malaysia on 15 March 2021.

Before me,
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In the name of 