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ING INSURANCE BERHAD
(Incorporated in Malaysia)

DIRECTORS' REPORT PURSUANT TO SECTION 87(1)(d) OF THE INSURANCE ACT 1996

The Directors have pleasure in presenting their report together with the audited financial statements of the
Company for the financial year ended 31 December 2012.

PRINCIPAL ACTIVITIES

The Company is principally engaged in the underwriting of life, home service and group insurance,
investment-linked business and all classes of general insurance business.

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

RESULTS

RM'000
Net profit for the year 124,906
DIVIDENDS

Since the end of the previous financial year, no dividend has been paid or declared by the Company.

The Directors do not propose any final dividend for the financial year ended 31 December 2012.

RESERVES AND PROVISIONS

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

PROVISION FOR INSURANCE LIABILITIES

Before the statement of comprehensive income and statement of financial position of the Company were
made out, the Directors took reasonable steps to ascertain that there was adequate provision for insurance
liabilities in accordance with the valuation methods specified in Part D of the Risk-Based Capital
Framework for Insurers.

BAD AND DOUBTFUL DEBTS

Before the statement of comprehensive income and statement of financial position of the Company were
made out, the Directors took reasonable steps 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.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

BAD AND DOUBTFUL DEBTS (CONT'D)

At 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 financial statements
of the Company inadequate to any substantial extent.

CURRENT ASSETS

Before the statement of comprehensive income and statement of financial position of the Company were
made out, the Directors took reasonable steps to ensure that any current assets which were unlikely to
realise their value 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.

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

CONTINGENT AND OTHER LIABILITIES

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

(a) 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

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

In the opinion of the Directors, no contingent 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 substantially affect the ability of the Company to meet its obligations when they fall due.

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

CHANGE OF CIRCUMSTANCES

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.

ITEMS OF AN UNUSUAL NATURE

In the opinion of the Directors, 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 operations of the Company for the financial year in which this report is
made.
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ING INSURANCE BERHAD
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SIGNIFICANT AND SUBSEQUENT EVENT

On 17th December 2012, ING Insurance Asia N.V., the holding company of ING Management Holdings
(Malaysia) Sdn. Bhd., signed a Sales and Purchase Agreement with AIA Company Limited (formerly
known as American International Assurance Company Limited) (“AlA") to dispose of its 100% equity
interest in ING Management Holdings (Malaysia) Sdn. Bhd., the holding company of the Company, and its
three subsidiaries namely, ING Employee Benefits Sdn. Bhd., the Company and ING PUBLIC Takaful
Ehsan Berhad to AIA. The sale as far as ING Management Holdings (Malaysia) Sdn Bhd., ING Employee
Benefits Sdn Bhd., the Company and ING PUBLIC Takaful Ehsan Berhad were concerned, was pursuant
to Section 67 of the Insurance Act 1996 and Section 34 of the Takaful Act 1984.

The sale was completed on 18th December 2012. Consequently, ING Groep N.V. ceased to be the
Company'’s ultimate holding company.

On 3rd January 2013, American International Assurance Bhd (‘AlA Berhad”), a related company of the
Company, has submitted an application for a scheme of transfer to Bank Negara Malaysia for approval to
transfer the assets, liabilities and business of the Company as a going concern to AlA Berhad, subject to
confirmation by the Court and any other regulatory approvals required for the Scheme of Transfer. The
approval from Bank Negara Malaysia was received on 25th February 2013.

ULTIMATE HOLDING COMPANY

The Directors regard ING Groep N.V., a company incorporated in Netherlands, as the ultimate holding
company of the Company until 17 December 2012.

The Company is a wholly-owned subsidiary of ING Management Holdings (Malaysia) Sdn. Bhd., which in
turn from 18 December 2012, is wholly owned by AIA Company Limited (formerly known as American
International Assurance Company Limited) (“AlA”) whose ultimate holding company is AIA Group Limited
("AIAGL"), a company incorporated in Hong Kong and listed on The Stock Exchange of Hong Kong
Limited.

DIRECTORS

The names of the Directors of the Company in office since the date of the last report and at the date of this
report are:

Dato' Thomas Mun Lung Lee

Dato Wee Hoe Soon @ Gooi Hoe Soon

Mohd Daruis Bin Zainuddin

Ng Keng Hooi

Foong Sai Cheong

William Lisle

YAM Tengku Abdullah Ibni Almarhum Sultan Abu Bakar
YM Tengku Dato' Ahmad Faisal bin Tengku Ibrahim
Dato' Kamarudin bin Abu

Datuk Mohamed Nazim bin Abdul Razak

Dato' Dr. Nirmala Menon A/P Y.B. Menon

Willem Gustaaf Stephan Van Vliet

Seow Thiam Fatt

Bruce Murray Hodges

(appointed on 18 December 2012)
(appointed on 18 December 2012)
(appointed on 18 December 2012)
(appointed on 18 December 2012)
(appointed on 18 December 2012)
(appointed on 15 March 2013)
(resigned on 18 December 2012)
(resigned on 05 December 2012)
(resigned on 18 December 2012)
(resigned on 18 December 2012)
(resigned on 18 December 2012)
(resigned on 18 December 2012)
(resigned on 18 December 2012)
(appointed on 30 April 2012 and
resigned on 18 December 2012)
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DIRECTORS' BENEFIT

Neither at the end of the financial year, nor at any time during the year, did there subsist any arrangement
to which the Company is a party, whereby the Directors might 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 has received or become entitled to receive any
benefits (other than benefits included in the aggregate amount of emoluments received or due and
receivable by the directors or the fixed salary of a full-time employee of the Company as disclosed in Note
28 to the financial statements) by reason of a contract made by the Company or a related corporation with
any 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.

DIRECTORS' INTERESTS
According to the Register of Directors' shareholdings, the interests of the Directors in the office at the end
of the financial year in shares and options over shares in the Company's ultimate holding company during

the financial year were as follows:

Number of ordinary shares of US$1.00 each

As at
1 January As at

2012/ date of 31 December

appointment Bought Sold 2012
AlA Group Limited
Direct Interest
Ng Keng Hooi 38,027 - 38,027
Foong Sai Cheong 27,504 - 27,504
Indirect Interest
Ng Keng Hooi 61,200 - 61,200

Number of matching restricted stock purchase unit
over ordinary shares of US$1.00 each
under Employee Share Purchase Plan

As at
1 January As at
2012/ date of 31 December
appointment Bought Sold 2012
AlA Group Limited
Ng Keng Hooi 1,905 - 1,905
Foong Sai Cheong 2,733 - 2,733
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DIRECTORS' INTERESTS (CONT'D.)

AlA Group Limited
Ng Keng Hooi
Foong Sai Cheong

AlA Group Limited
Ng Keng Hooi
Foong Sai Cheong

CORPORATE GOVERNANCE

Number of restricted share units over ordinary

shares of US$1.00 each

As at
1 January As at
2012/ date of 31 December
appointment Bought Sold 2012
2,693,531 - - 2,693,531
180,023 - - 180,023
Share Option over ordinary
shares of US$1.00 each
As at
1 January As at
2012/ date of 31 December
appointment Bought Sold 2012
2,534,908 - - 2,534,908
179,028 - - 179,028

The Directors confirm that the Company has complied with all the prescriptive requirements of, and adopts
management practices that are consistent with the corporate governance principles set out in
BNM/RH/GL/003-2: Prudential Framework of Corporate Governance for Insurers as follows:

(a) Board responsibilities

The Board of Directors ("the Board") is responsible for the overall governance of the Company and
discharges this responsibility through compliance with the requirements of the Insurance Act, 1996
("the Act"), Insurance Regulations, 1996 ("the Regulations”) and BNM's Guideline on Minimum
Standards for Prudential Management of Insurers ("BNM/RH/GL/003-1") and other directives, in
addition to adopting best practices on corporate governance.

The responsibilities of the Board include setting the strategic direction of the Company, monitoring
performance goals, formalising documentation on matters specifically reserved for its decision and
ensuring that the Company's internal controls and reporting procedures are adequate, effective and
ethical. The Board receives regular reports and updates on key aspects of the Company's operations
including changes in the industry and changes in the economic and legislative environment that would
affect the Company.

The Board comprises 5 Non-Executive Directors, ensuring issues are considered with independence
and objectivity.
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CORPORATE GOVERNANCE (CONT'D.)

(a) Board responsibilities (cont'd.)
The Board met ten (10) times during the year at the Board of Directors' Meeting ("BODM"). All
Directors in office at the end of the financial year complied with the 75% minimum attendance

requirement at such meetings.

Details of the attendance of members during the year were as follows:

Members of the Board: Number of meetings attended

Dato' Thomas Mun Lung Lee (Chairman) 0/Q***
(Independent Non-Executive Director)

Dato' Wee Hoe Soon @ Gooi Hoe Soon 0/Q***
(Independent Non-Executive Director)

Mohd Daruis Bin Zainuddin 0/Q***
(Independent Non-Executive Director)

Ng Keng Hooi 0/Q***
(Non-Independent Non-Executive Director)

Foong Sai Cheong 0/Q***
(Non-Independent Non-Executive Director)

YAM Tengku Abdullah lbni 10/10 *
Almarhum Sultan Abu Bakar (Chairman)

YM Tengku Dato' Ahmad Faisal bin Tengku Ibrahim 9/10 **

Dato' Kamarudin bin Abu 10/10 *

Datuk Mohamed Nazim bin Abdul Razak 9/10 *

Dato' Dr. Nirmala Menon A/P Y.B. Menon 10/10 *

Willem Gustaaf Stephan Van Vliet 8/10 *

Seow Thiam Fatt 718 *

Bruce Murray Hodges 5/5 *

* Resigned as Director on 18 December 2012
** Resigned as Director on 5 December 2012
***  Appointed as Director on 18 December 2012

The Board formed the Nominating, Remuneration and Risk Management Committees in accordance
with the requirements of BNM/RH/GL/003-1. The Guideline also requires full compliance with the
Terms of Reference of these Committees. The Board had adopted the Terms of Reference of these
Committees.

The roles and members of the above Committees are as provided below.
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CORPORATE GOVERNANCE (CONT'D.)

(a) Board responsibilities (cont'd.)
Nominating Committee
Role of Committee:
To ensure that the Company maintains its policy of effective appointment/removal of Board members,
the Chief Executive Officer and key senior officers and to oversee senior management’s activities in
managing the said activities in ensuring the management nomination process is in place and

functioning effectively.

Four (4) Nominating Committee Meetings ("NCM") were held during the financial year ended 31
December 2012. Details of the attendance of members during the year were as follows:

Members of committee: Number of meetings attended
Dato' Thomas Mun Lung Lee (Chairman) 0/Q ****
Mohd Daruis Bin Zainuddin 0/Q **rxk*
Ng Keng Hooi 0/Q *xkx*
Dato' Wee Hoe Soon @ Gooi Hoe Soon 0/Q *xkx*
Foong Sai Cheong 0/Q **xk*
Dato' Kamarudin bin Abu 4/4 *
YAM Tengku Abdullah Ibni Almarhum Sultan Abu Bakar 3/4 **
YM Tengku Dato' Ahmad Faisal bin Tengku Ibrahim 44 ***
Dato' Dr. Nirmala Menon A/P Y.B. Menon 4/4 **
Willem Gustaaf Stephan Van Vliet 3/4 **
Seow Thiam Fatt 3/3 **
Bruce Murray Hodges 3/3 **

* Resigned as member and chairman on 18 December 2012
**  Resigned as member on 18 December 2012
**  Resigned as member on 05 December 2012
*xx - Appointed as member and chairman on 18 December 2012
+ekk Appointed as member on 18 December 2012

The Nominating Committee comprises distinguished businessmen and experienced professionals with
expertise in insurance, accounting, and risk management.

The Nominating Committee is responsible for:

(i) Establishing minimum requirements for the Board and the Chief Executive Officer to perform their
responsibilities effectively. It is also responsible for overseeing the overall composition of the
Board in terms of appropriate size and skills, the balance between Executive Directors, Non-
Executive and Independent Directors, and the mix of skills and other core competencies required,
through annual reviews.
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CORPORATE GOVERNANCE (CONT'D.)

(a) Board responsibilities (cont'd.)

Nominating Committee (cont'd.)

(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

Recommending and assessing the nominees for directorship, Directors to fill Board Committees,
as well as nominees for the Chief Executive Officer position. This includes assessing Directors
and the Chief Executive Officer proposed for reappointment, before an application for approval is
submitted to Bank Negara Malaysia ("BNM");

Establishing a mechanism for formal assessment and assessing 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 and the performance of the Chief Executive Officer;

Recommending the removal of a Director/Chief Executive Officer if he/she is ineffective, errant or
negligent in discharging his/her responsibilities, to the Board;

Ensuring that all Directors undergo appropriate induction programmes and receive continuous
training;

Overseeing appointment, management succession planning and performance evaluation of key
senior officers, and recommending to the Board the removal of key senior officers if they are
ineffective, errant and negligent in discharging their responsibilities;

Ensuring that processes are in place to facilitate and monitor the effective transfer of knowledge
and expertise from expatriates employed in senior management and specialist positions to the
staff of the institution as well as the industry generally; and

Ensuring that the board appointees receive continuous training to enable them to have a robust
understanding of the nature of the insurer's business and keep abreast with new regulatory and
business developments.

Remuneration Committee

Role of Committee:

To ensure that the Company maintains its effective remuneration policy and to recommend the
remuneration package for the Board and senior management officers.
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CORPORATE GOVERNANCE (CONT'D.)
(a) Board responsibilities (cont'd.)
Remuneration Committee (cont'd.)

Two (2) Remuneration Committee Meetings ("RCM") were held during the financial year ended 31
December 2012. Details of the attendance of members during the year were as follows:

Members of committee: Number of meetings attended
Dato' Thomas Mun Lung Lee (Chairman) 0/Q ****

Mohd Daruis Bin Zainuddin 0/Q *xkx*

Ng Keng Hooi 0/Q *xkx*

Dato' Kamarudin bin Abu 2/2 *

YAM Tengku Abdullah Ibni Almarhum Sultan Abu Bakar 1/2 **

YM Tengku Dato' Ahmad Faisal bin Tengku Ibrahim 2[2 ***

Willem Gustaaf Stephan Van Vliet 0/2 **

Seow Thiam Fatt 2/2 **

* Resigned as member and chairman on 18 December 2012
**  Resigned as member on 18 December 2012
**  Resigned as member on 05 December 2012
*x - Appointed as member and chairman on 18 December 2012
+ekk Appointed as member on 18 December 2012

The Remuneration Committee is responsible for:

() Recommending a framework of remuneration for Directors, Chief Executive Officer and key
senior officers; and

(i)  Recommending specific remuneration packages for Directors, Chief Executive Officer and key
senior officers.

Risk Management Committee
Role of Committee:
To ensure that the Company maintains its policy of effective and informed operational risk

management and to oversee the senior management’s activities in managing key risk areas and
ensuring that a risk management process is in place and functioning effectively.



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

CORPORATE GOVERNANCE (CONT'D.)

(a) Board responsibilities (cont'd.)

Risk Management Committee

Six (6) Risk Management Committee Meetings ("RMCM") were held during the financial year ended 31
December 2012. Details of the attendance of members during the year were as follows:

Members of committee: Number of meetings attended
Dato' Thomas Mun Lung Lee 0/Q ***

Ng Keng Hooi 0/Q ***

Mohd Daruis Bin Zainuddin (Chairman) 0/Q ****

Dato' Kamarudin bin Abu 6/6 *

Datuk Mohamed Nazim bin Abdul Razak 5/6 **

Willem Gustaff Stephan Van Vliet 5/6 **

**

*kk

*kkk

Resigned as member and chairman on 18 December 2012
Resigned as member on 18 December 2012

Appointed as member on 18 December 2012

Appointed as member and chairman on 18 December 2012

The Committee is charged with the following responsibilities:

(i)

(ii)

(iii)

(iv)

v)

(vi)

Reviewing and recommending risk management strategies, policies and risk tolerance levels for
the Board's approval;

Reviewing and assessing the adequacy of risk management policies and the framework for
identifying, measuring, monitoring and controlling risks as well as the extent to which these are
operating effectively;

Ensuring that adequate infrastructure, resources and systems are in place for effective risk
management;

Reviewing the management's periodic reports on risk exposure, risk portfolio composition and risk
management activities;

Establishing and maintaining an Operational Risk Management framework, to ensure that the
Company exercises due diligence in operational risk management decision making and

prioritising and addressing operational issues; and

Overseeing operational risk management on an ongoing basis by way of regular formal
monitoring of reporting by management.

10
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CORPORATE GOVERNANCE (CONT'D.)

(b)

()

(d)

(e)

()

Management accountability

The Company has an organisational structure that clearly establishes the job descriptions, authority
limits and other operating boundaries of each management and executive employee and a formal
performance appraisal is done annually. Information is effectively communicated to the relevant
employee within the Company. The Company has a formal and transparent procedure for developing
the policy on executive remuneration. None of the Directors and senior management of the Company
had, in any circumstances, a conflict of interest situation as referred in the Companies Act 1965 and in
Sections 54 and 55 of the Act.

Corporate independence

All material related party transactions and balances as specified under BNM/RH/GL/003-2: Prudential
Framework of Corporate Governance for Insurers have been disclosed in the notes to the financial
statements. The Directors also hereby confirm that the Company has complied with the requirements
of BNM/RH/GL/003-3: Guidelines on Related Party Transactions in respect of all its related party
undertakings.

Risk management and internal controls

There is an ongoing process for identifying, evaluating and managing the significant risks faced by the
Company through designated management functions and internal controls, which includes the setting
of operational risk limits for all core activities. The Company has established internal controls which
cover all levels of personnel and business processes that ensure the Company's operations are run in
an effective and efficient manner as well as to safeguard the assets of the Company and stakeholders'
interest. This is supported by the maintenance of a reliable information system that covers all
significant activities. Continuous assessment of the effectiveness and adequacy of internal controls,
which includes an independent examination of controls by the internal audit function, ensures
corrective action where necessary, is taken in a timely manner.

Internal audit

The internal audit function reports directly to the Audit Committee of the Board and its findings and
recommendations are communicated to the Audit Committee of the Board. Internal audit reports are
tabled before the Audit Committee on completion of the audit.

Audit Committee

The Company's financial reporting and internal control system is overseen by the Audit Committee of
the Board, which comprises of at least three (3) members, all of which must be non-executive
directors.

The Audit Committee's role is to provide a direct link between the Board and the internal and external
audit functions of the Company. The Audit Committee of the Board meets with the Company's auditors
to review the scope and adequacy of the audit process. The business covered by the Audit Committee
of the Board is governed by a charter approved by the Board, which includes the review of financial
information provided to shareholders and BNM to ensure compliance with the requirements of the Act,
Regulations, BNM Guidelines and the Companies Act 1965.

11
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CORPORATE GOVERNANCE (CONT'D.)

()

(9)

(h)

Audit Committee (cont'd.)

Seven (7) Audit Committee Meetings ("ACM") were held during the year and all audit reports and
reviews were tabled to the Audit Committee of the Board as prescribed by BNM/RH/GL/003-2.

Details of the attendance of members during the year were as follows:

Members of committee: Number of meetings attended
Dato' Thomas Mun Lung Lee 0/Q **xxk*

Dato' Wee Hoe Soon @ Gooi Hoe Soon 0/Q *xkx*
Mohd Daruis Bin Zainuddin (Chairman) 0/Q *¥*krx
Dato' Kamarudin bin Abu 717 *

YM Tengku Dato' Ahmad Faisal bin Tengku Ibrahim 6/7 **

Seow Thiam Fatt 6/6 ***

Willem Gustaaf Stephan Van Vliet 3/3 Frrk,

* Resigned as member on 18 December 2012

* Resigned as member on 05 December 2012

*kk Resigned as member and chairman on 18 December 2012
% Resigned as member on 24 July 2012

*xekk - Appointed as member on 18 December 2012

*eekkk - Appointed as member and chairman on 18 December 2012

Public accountability

As a custodian of public funds, the Company's dealings with the public are always conducted fairly,
honestly and professionally.

Financial reporting

The Directors are responsible for ensuring that accounting records are properly kept and that the
Company's financial statements are prepared in accordance with Malaysian Financial Reporting
Standards, International Financial Reporting Standards and the Companies Act 1965 in Malaysia.

OTHER STATUTORY INFORMATION

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.

12
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AUDITORS

The auditors, Ernst & Young, retire and do not wish to seek re-appointment. A resolution to appoint
PricewaterhouseCoopers will be proposed at the forthcoming Annual General Meeting.

Signed on behalf of the Board in accordance with a resolution of the Directors dated 23 April 2013.

William Lisle Dato' Thomas Mun Lung Lee

Kuala Lumpur, Malaysia

13
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STATEMENT BY DIRECTORS
PURSUANT TO SECTION 169(15) OF THE COMPANIES ACT, 1965

We, William Lisle and Dato' Thomas Mun Lung Lee, being two of the Directors of ING Insurance
Berhad, do hereby state that, in the opinion of the Directors, the accompanying financial
statements set out on pages 17 to 149 are drawn up in accordance with Malaysian Financial
Reporting Standards, International Financial Reporting Standards and the Companies Act, 1965
in Malaysia so as to give a true and fair view of the financial position of the Company as at 31
December 2012 and of the financial performance and cash flows of the Company for the year
then ended.

Signed on behalf of the Board in accordance with a resolution of the Directors dated 23 April
2013.

William Lisle Dato' Thomas Mun Lung Lee

Kuala Lumpur, Malaysia

STATUTORY DECLARATION
PURSUANT TO SECTION 169(16) OF THE COMPANIES ACT, 1965

[, Arun Sivaramakrishnan, being the Officer primarily responsible for the financial management of
ING Insurance Berhad, do solemnly and sincerely declare that the accompanying financial
statements set out on pages 17 to 149 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

abovenamed Arun Sivaramakrishnan

at Kuala Lumpur in Wilayah Persekutuan

on 23 April 2013 Arun Sivaramakrishnan

Before me,

14
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Independent auditors' report to the member of
ING Insurance Berhad
(Incorporated in Malaysia)

Report on the financial statements

We have audited the financial statements of ING Insurance Berhad, which comprise the
statement of financial position as at 31 December 2012, and the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows for the year then
ended, and a summary of significant accounting policies and other explanatory notes, as set out
on pages 17 to 149.

Directors' responsibility for the financial statements

The directors of the Company are responsible for the preparation of financial statements that
give a true and fair view in accordance with Malaysian Financial Reporting Standards,
International Financial Reporting Standards and the requirements of the Companies Act, 1965
in Malaysia. The directors are also responsible for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors' responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with approved standards on auditing in Malaysia. Those
standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance whether the financial statements are free from material
misstatement.

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

15
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Independent auditors' report to the member of
ING Insurance Berhad (Cont'd.)
(Incorporated in Malaysia)

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
Company as at 31 December 2012 and of its financial performance and cash flows for the year
then ended in accordance with Malaysian Financial Reporting Standards, International Financial
Reporting Standards and the requirements of the Companies Act, 1965 in Malaysia.

Report on other legal and regulatory requirements

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

Other matters

This report is made solely to the member of the Company, as a body, in accordance with the
Companies Act, 1965 in Malaysia and for no other purpose. We do not assume responsibility to
any other person for the content of this report.

Ernst & Young Brandon Bruce Sta Maria
AF: 0039 No. 2937/09/13(J)
Chartered Accountants Chartered Accountant

Kuala Lumpur, Malaysia
23 April 2013

16
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ING INSURANCE BERHAD
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STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2012

Assets

Intangible assets

Property and equipment

Investment properties

Investments:
Malaysian government securities
Equity securities
Debt securities
Unit and real estate investment trusts
Loans
Deposits with financial institutions
Offshore private equities
Offshore mutual funds
Other investments

Reinsurance assets

Insurance receivables

Other receivables

Tax recoverable

Asset held for sale

Cash and bank balances

Total assets

Equity and liabilities

Share capital
Retained earnings
Other reserves
Total equity

Note

o 01~ W

(o]

11

17

17

31.12.2012  31.12.2011 1.1.2011
RM'000 RM'000 RM'000
8,383 4,085 3,667
114,219 116,831 118,135
350,400 349,370 346,500
16,743,298 14,783,619 13,493,791
6,115,010 | [ 5,784,848 ][ 4,392,404
2,165,192 || 1,526,297 || 1,607,551
5,328,741 || 4,501,699 || 4,203,328
77,530 61,687 58,835
2,196,905 | | 2,102,899 || 2,004,899
306,316 280,917 351,280
148,016 108,173 98,643
30,192 23,616 22,043
375,396 393,483 754,808
104,749 76,479 79,431
352,634 296,422 255,366
204,795 171,419 129,609
23,229 - -

- 600 560

111,218 125,934 176,666
18,012,925 15,924,759 14,603,725
140,000 140,000 140,000
1,636,877 1,507,629 1,426,234
98,199 89,335 69,897
1,875,076 1,736,964 1,636,131




17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2012 (CONT'D.)

Note

Equity and liabilities (cont'd.)

Insurance contract liabilities 12
Insurance payables 13
Other payables 14
Provision for agents' retirement benefits 15
Tax payable

Deferred tax liabilities 7

Total liabilities

Total equity and liabilities

31.12.2012  31.12.2011 1.1.2011
RM'000 RM'000 RM'000
14,553,365 12,784,573 11,816,305
1,139,661 958,865 763,022
116,640 123,735 95,059
87,684 76,909 65,229

- 40,587 23,441

240,499 203,126 204,538
16,137,849 14,187,795 12,967,594
18,012,925 15,924,759 14,603,725

The accompanying notes form an integral part of these financial statements.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012

Operating revenue

Gross earned premiums
Premiums ceded to reinsurers
Net earned premiums

Investment income

Realised gains and losses
Fair value gains and losses
Fee and commission income
Other operating expenses
Other revenue

Gross benefits and claims paid

Claims ceded to reinsurers

Gross changes in contract liabilities

Changes in contract liabilities ceded to reinsurers
Net benefits and claims

Commission and agency expenses
Management expenses
Other expenses

Surplus for the year

Taxation of life insurance fund
Profit before taxation
Taxation

Net profit for the year

Earnings per share (sen)

19

Note

18

19

20
21
22
23
24

25
25
26
26

27
28

29

29

30

2012 2011
RM'000 RM'000
4,384,682 4,025,437
3,602,617 3,408,654
(343,394) (288,123)
3,349,223 3,120,531
692,065 616,783
130,583 179,229
187,772 20,921
37,860 30,220
(52,857) (5,001)
995,423 842,152
(1,766,672)  (1,954,382)
210,148 146,681
(1,765,584) (966,664)
26,030 (4,623)
(3,296,078)  (2,778,988)
(492,681) (518,436)
(336,650) (314,768)
(829,331) (833,204)
219,237 350,491
(71,690) (61,607)
147,547 288,884
(22,641) (67,839)
124,906 221,045
89.2 157.9




17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2012 (CONT'D.)

Note 2012 2011
RM'000 RM'000
Net profit for the year 124,906 221,045
Other comprehensive income:
Available-for-sale fair value reserves
Net gain arising during the year 46,047 45,093
Net realised gains 21 (29,456) (22,162)
16,591 22,931
Tax effects thereon 7 (3,571) (5,052)
13,020 17,879
Asset revaluation reserve
Net gain arising during the year 237 252
237 252
Tax effects thereon 7 (51) (54)
186 198
Total comprehensive income for the year 138,112 239,122

The accompanying notes form an integral part of these financial statements.
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2012

Note

Operating activities

Cash generated from operating activities 35
Dividend/distribution income received

Interest/profit income received

Rental income received

Retirement gratuity paid

Income tax paid

Net cash flows from operating activities

Investing activities

Proceeds from disposal of property and equipment
Purchases of FVTPL financial investments
Proceeds from sale of FVTPL financial investments
Maturity of FVTPL investments

Purchases of AFS investments

Proceeds from sale of AFS investments

Maturity of AFS investments

Purchase of property and equipment

Purchase of intangible assets 3
Net cash flows used in investing activities

N

Financing activity
Dividend paid
Net cash flows used in financing activity

Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Cash and cash equivalents comprise:
Cash on hand
Cash at banks

2012 2011
RM'000 RM'000
1,067,199 678,089
78,394 60,385
470,390 517,829
18,934 9,213
(5,422) (4,880)
(124,473) (118,901)
1,505,022 1,141,735
708 901
(2,967,641)  (2,537,715)
1,729,175 1,338,756
195,359 583,275
(1,777,728)  (1,625,605)
1,101,212 997,411
212,161 200,270
(6,266) (7,901)
(6,718) (2,209)
(1,519,738)  (1,052,817)
- (139,650)
- (139,650)
(14,716) (50,732)
125,934 176,666
111,218 125,934
68 95
111,150 125,839
111,218 125,934

The accompanying notes form an integral part of these financial statements.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS - 31 DECEMBER 2012
1. CORPORATE INFORMATION

The Company is principally engaged in the underwriting of life, home service and group insurance,
investment-linked business and all classes of general insurance business.

There were no significant changes in the principal activities of the Company during the financial year.

The Company is a public limited company, incorporated and domiciled in Malaysia. The principal place
of business of the Company is located at 18th Floor, Menara ING, 84, Jalan Raja Chulan, 50200 Kuala
Lumpur, Malaysia.

The Directors regard ING Groep N.V., a company incorporated in the Netherlands, as the ultimate
holding company of the Company until 17 December 2012. The Company is a wholly-owned
subsidiary of ING Management Holdings (Malaysia) Sdn. Bhd., which in turn, from 18 December 2012,
is wholly owned by AIA Company Limited (formerly known as American International Assurance
Company Limited) (“AlA”) whose ultimate holding company is AIA Group Limited ("AIAGL"), a
company incorporated in Hong Kong and listed on The Stock Exchange of Hong Kong Limited.

The financial statements were authorised for issue by the Board of Directors in accordance with a
resolution of the Directors dated 23 April 2013.

2. SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation

The financial statements of the Company have been prepared in accordance with Malaysian
Financial Reporting Standards ("MFRS") and International Financial Reporting Standards as
issued by the International Accounting Standards Board, and the Companies Act 1965 in
Malaysia. These are the Company's first annual financial statements prepared in accordance
with MFRS and MFRS 1 First-Time Adoption of Malaysian Financial Reporting Standards
("MFRS 1") has been applied.

In previous financial years, the financial statements of the Company were prepared in
accordance with Financial Reporting Standards ("FRS") in Malaysia as modified by Bank Negara
Malaysia ("BNM") Guidelines. The financial impact arising from transition to MFRS is disclosed in
Note 2.3.

The financial statements of the Company are prepared under the historical cost basis, except as
disclosed in the accounting policies.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.1

2.2

Basis of preparation (cont'd.)

Financial assets and financial liabilities are offset and the net amount reported in the statement
of financial position only when there is a legally enforceable right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the
liability simultaneously. Income and expense will not be offset in profit or loss unless required or
permitted by any accounting standard or interpretation, as specifically disclosed in the
accounting policies of the Company.

The Company has met the minimum capital requirements as prescribed by the Risk-Based
Capital ("RBC") Framework for Insurers as at the reporting date.

The financial statements are presented in Ringgit Malaysia ("RM") and all values are rounded to
the nearest thousand ("RM'000") except when otherwise indicated.

General business assets and liabilities relate to both the general insurance fund and
shareholder's fund.

Summary of significant accounting policies
(&) Property, equipment and depreciation

All items of property and equipment are initially recorded at cost. Subsequent costs are
included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to
the Company and the cost of the item can be measured reliably. The carrying amount of the
replaced part is derecognised. All other repairs and maintenance are charged to profit or
loss during the reporting period in which they are incurred.

Subsequent to initial recognition, property and equipment except for freehold land are stated
at cost less accumulated depreciation and any accumulated impairment losses.

Freehold land and buildings held for own use is classifed as self-occupied properties and
are stated at revalued amounts, which is the fair value at the date of the revaluation less any
accumulated impairment losses. Fair value is determined from market-based evidence
obtained by appraisals undertaken by professionally qualified valuers. Revaluations are
performed with sufficient regularity to ensure that the fair value of a revalued asset does not
differ materially from that which would be determined using fair values at the reporting date.
Any revaluation surplus is recognised in other comprehensive income and accumulated in
equity under the heading of revaluation surplus, except to the extent that it reverses a
revaluation decrease for the same asset previously recognised in profit or loss, in which
case the increase is recognised in profit or loss to the extent of the decrease previously
recognised.

Leasehold land and buildings held for own use are classified as self-occupied properties and
are stated at their revalued amount, being the fair value at the date of revaluation, less any
accumulated depreciation. Fair value is determined on the same basis as freehold and land
and buildings.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(@)

(b)

Property, equipment and depreciation (cont'd.)

A revaluation deficit is recognised in profit or loss, except to the extent that it offsets an
existing surplus on the same asset carried in the asset revaluation reserve. Any
accumulated depreciation as at the revaluation date is eliminated against the gross carrying
amount of the asset and the net amount is restated to the revalued amount of the asset.
Upon disposal or retirement of an asset, any revaluation reserve relating to the particular
asset is transferred directly to retained earnings.

Freehold land has an unlimited useful life and therefore is not depreciated. Depreciation of
other property and equipment is provided for on a straight-line basis, calculated to write off
the cost of each asset over its estimated useful life at the following annual rates:

Self occupied properties 2%
Furniture, fixtures and fittings 20%
Computer installations 25%-50%
Office equipment 20%-33.33%
Motor vehicles 25%

The residual values, useful life and depreciation method are reviewed at each financial year-
end to ensure that the amount, method and period of depreciation are consistent with
previous estimates and the expected pattern of consumption of the future economic benefits
embodied in the items of property and equipment.

An item of property and equipment is derecognised upon disposal or when no future
economic benefits are expected from its use or disposal. The difference between the net
disposal proceeds, if any and the net carrying amount is recognised in profit or loss.

Financial assets

Financial assets are recognised in the statement of financial position when, and only when,
the Company becomes a party to the contractual provisions of the financial asset.

When financial assets are recognised initially, they are measured at fair value, plus, in the
case of financial assets not at fair value through profit or loss, directly attributable
transaction costs.

The Company determines the classification of its financial assets at initial recognition and

the categories include financial assets at fair value through profit or loss ("FVTPL"),
available-for-sale ("AFS") financial assets and loans and receivables ("LAR").
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(b) Financial assets (cont'd.)

(i)

(i)

Financial assets at FVTPL

Assets stated at FVTPL include financial assets designated at fair value through profit
and loss at initial recognition and derivatives. For investments designated as FVTPL,
the following criteria must be met:

() the designation eliminates or significantly reduces the inconsistent treatment such
as asset liability mismatch, that would otherwise arise from measuring the assets
or liabilities or recognising gains or losses on a different basis; or

(ii) the assets and liabilities are part of a group of financial assets, financial liabilities or
both which are managed and their performance evaluated on a fair value basis, in
accordance with a documented risk management or investment strategy.

Subsequent to initial recognition, financial assets at FVTPL are remeasured at fair
value. Fair value changes and realised gains and losses are recognised in profit or
loss.

The Company designates financial assets at FVTPL if this eliminates a measurement
inconsistency or if the related assets and liabilities are actively managed on a fair value
basis, including:

- financial assets held to back investment-linked contracts and participating funds; and

- other financial assets managed on a fair value basis; consisting of investments held
by the Company fully consolidated investment-linked fund and offshore private equities.

Available-for-sale ("AFS") financial assets

AFS financial assets are non-derivative financial assets not classified in any of the
other asset categories.

After initial recognition, AFS financial assets are measured at fair value. Any gains or
losses from changes in fair value of the financial assets are recognised in other
comprehensive income, except for impairment losses, foreign exchange gains and
losses on monetary assets and interest calculated using the effective interest method
which are recognised in profit or loss accordingly. The cumulative gain or loss
previously recognised in other comprehensive income is reclassified from equity to
profit or loss as a reclassification adjustment when the financial asset is derecognised.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(b) Financial assets (cont'd.)

(i)

(iii)

Available-for-sale ("AFS") financial assets (cont'd.)

Financial assets classified as AFS include Malaysian government securities ("MGS"),
corporate debt securities, real estate investment trusts ("REITs"), and equity securities
(other than those backing participating funds and investment linked funds).

Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the period generally established by regulation or convention in
the marketplace concerned. All regular way purchases and sales of financial assets are
recognised or derecognised on the trade date i.e., the date that the Company commits
to purchase or sell the asset.

Loans and receivables ("LAR")

LAR are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. These investments are initially recognised at cost,
being the fair value of the consideration paid for the acquisition of the investment. After
initial measurement, loans and receivables are measured at amortised cost, using the
effective yield method, less impairment losses. Gains and losses are recognised in
profit or loss when the investments are derecognised or impaired, and through the
amortisation process.

Loans include policy loans, mortgage loans, premium loans, Malaysian government
loans, unsecured loans and deposits with financial institutions. Policy loans and
premium loans are extended by the Company to its policyholders under policy
conditions, and these loans are secured on the cash surrender values of the respective
policies.

Other receivables are categorised and measured as loans and receivables.

(c) Fair value of financial assets at FVTPL and AFS

The fair value of equity securities and REITs that are actively traded in organised financial
markets is determined by reference to quoted market bid prices for assets at the close of
business on the reporting date.

For investments in investment-linked units, fair value is determined by reference to
published prices.

For financial instruments such as unquoted fixed income securities i.e unquoted bonds, loan
stocks and MGS, the indicative fair values are determined by reference to the prices
provided in secondary markets through an approved bond pricing agency in Malaysia.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(©)

(d)

Fair value of financial assets at FVTPL and AFS (cont'd.)

Investments in offshore private equity that do not have quoted market prices in an active
market and whose fair value cannot be reliably measured will be determined by reference to
the net asset value of the respective funds at the reporting date.

If the fair value cannot be measured reliably, these financial instruments are measured at
cost, being the fair value of the consideration paid for the acquisition of the instruments or
the amount received on issuing the financial liability. All transaction costs directly attributable
to the acquisition are also included in the cost of the investment.

Impairment of financial assets

The Company assesses at each reporting date whether there is any objective evidence that
a financial asset or group of financial assets is impaired.

Objective evidence that a financial asset is impaired includes observable data about loss
events such as significant financial difficulty of the issuer or obligor; significant adverse
changes in the business environment in which the issuer or obligor operates; and the
disappearance of an active market for that financial asset because of financial difficulties
which indicate that there is a measurable decrease in the estimated future cash flows.
However, it may not be possible to identify a single, discrete event that caused the
impairment. Rather, the combined effect of several events is considered in determining
whether an asset is impaired.

(i) Assets carried at amortised cost

If there is objective evidence that an impairment loss on a financial asset carried at
amortised cost has been incurred, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash
flows (excluding future expected credit losses that have not been incurred) discounted
at the financial asset's original effective interest rate.

The Company first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and individually or
collectively for financial assets that are not individually significant. If it is determined
that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or not, the asset is included in a group of financial assets with
similar credit risk characteristics and that group of financial assets is collectively
assessed for impairment. Assets that are individually assessed for impairment and for
which an impairment loss is or continues to be recognised are not included in a
collective assessment of impairment. The impairment assessment is performed at
each reporting date.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(d) Impairment for financial assets (cont'd.)

(i)

(i)

(iii)

Assets carried at amortised cost (cont'd.)

If in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognised in profit or loss, to the extent that the
carrying value of the asset does not exceed its amortised cost at the reversal date.

Available-for-sale financial assets

When assessing the impairment of an equity instrument, the Company considers, in
addition to observable data about loss events, whether there is significant or prolonged
decline in the fair value of the equity instrument, and whether the cost of the investment
in the equity instrument may be recovered. Where there is evidence that the cost of the
investment in the equity instrument may not be recovered, impairment loss is
recognised.

If an AFS financial asset is impaired, an amount comprising the difference between its
cost (net of any principal repayment and amortisation) and its current fair value, less
any impairment loss previously recognised in profit or loss, is transferred from other
comprehensive income to profit or loss. Impairment losses on AFS equity instruments
are not reversed in profit or loss in subsequent periods. Increases in their fair value, if
any, subsequent to impairment are recognised in other comprehensive
incomel/insurance contract liabilities. Reversals of impairment losses on AFS debt
instruments are reversed in profit or loss if the increase in the fair value of the
instruments can be objectively related to an event occurring after the recognition of
impairment losses in profit or loss.

Loans and receivables

The Company first assesses whether there is objective evidence that an impairment
loss on loans and receivables has been incurred. The Company considers factors such
as the probability of insolvency or significant financial difficulties of the borrower and
default or significant delay in principal or interest payments. Loans and receivables are
assessed not to be impaired individually are subsequently assessed for impairment on
a collective basis based on similar risk characteristics. The amount of impairment loss
is measured as the difference between the carrying amount and the present value of
estimated future cash flows, discounted at the loan's original effective interest rate. The
impairment loss is recognised in profit or loss.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(d)

(e)

()

(9)

Impairment for financial assets (cont'd.)
(iii) Loans and receivables (cont'd)
The carrying amount of the LAR is reduced through the use of an allowance account.

If in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognised, the previously recognised impairment loss is reversed to the extent that the
carrying amount does not exceed its amortised cost at the reversal date. The amount
of reversal is recognised in profit or loss.

Financial instruments: Derecognition of financial assets

Financial assets are derecognised when the rights to receive cash flows from them have
expired or where they have been transferred and the Company has also substantially
transferred all risks and rewards of ownership.

Financial Liabilities and Other Payables

Financial liabilities and other payables are recognised when due and measured on initial
recognition at the fair value of the consideration received less directly attributable
transaction costs. Subsequent to initial recognition, they are measured at amortised cost
using the effective yield method.

A financial liability is derecognised when the obligation under the liability is extinguished.
Gains and losses are recognised in profit or loss when the liabilities are derecognised, and
through the amortisation process.

Product classification

The Company issues contracts that transfer insurance risk or both insurance and financial
risk.

Financial risk is the risk of a possible future change in one or more of a specified interest
rate, financial instrument price, commaodity price, foreign exchange rate, index of price or
rate, credit rating or credit index or other variable, provided in the case of a non-financial
variable that the variable is not specific to a party to the contract. Insurance risk is risk other
than financial risk.

An insurance contract is a contract under which an entity has accepted significant insurance
risk from another party ("the policyholders") by agreeing to compensate the policyholders if a
specified uncertain future event ("the insured event") adversely affects the policyholders. As
a general guideline, the Company determines whether it has significant insurance risk, by
comparing benefits paid with benefits payable if the insured event does not occur.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(g) Product classification (cont'd.)

Investment contracts are those contracts that do not transfer significant insurance
risk. Based on this definition, all policies issued by the Company are considered
insurance contracts as at reporting date.

Once a contract has been classified as an insurance contract, it remains an insurance
contract for the remainder of its lifetime, even if the insurance risk reduces significantly
during this period, unless all rights and obligations are extinguished or expired.

Insurance and investment contracts are further classified as being either with or without
discretionary participation features (“DPF”). DPF is a contractual right to receive, as a
supplement to guaranteed benefits, additional benefits that are:

a) likely to be a significant portion of the total contractual benefits; and
b) whose amount or timing is contractually at the discretion of the issuer; and
c) that are contractually based on the:

() performance of a specified pool of contracts or a specified type
of contracts; or

(ii) realised and/or unrealised investment returns on a specified pool of
assets held by the issuer; or

(iii) the profit or loss of the Company, fund or other entity that issues the
contracts.

Under the terms of the contracts, surpluses in funds with DPF can be distributed on a 90/10
basis to the policyholders and the shareholder respectively. The Company has the discretion
over the amount and timing of the distribution of these surpluses to policyholders. Liabilities
of insurance contracts with DPF, including unallocated surpluses, both guaranteed and
discretionary, at the end of the reporting period are held within insurance or investment
contract liabilities, as appropriate.

For financial options and guarantees which are not closely related to the host insurance
contract and/or investment contract with DPF, bifurcation is required to measure these
embedded derivatives separately at fair value through profit or loss. However, bifurcation
and unbundling is not required if the embedded derivative is itself an insurance contract
and/or investment contract with DPF, or if the host insurance contract and/or investment
contract itself is measured at fair value through profit or loss.

When insurance contracts contain both a financial risk component and a significant
insurance risk component and the cash flows from the two components are distinct and can
be measured reliably, the underlying amounts are unbundled. Any premiums relating to the
insurance risk component are accounted for on the same bases as insurance contracts and
the remaining element is accounted for as a deposit through the statement of financial
position similar to investment contracts.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(9)

(h)

Product classification (cont'd.)

Based on the Company's product classification review performed upon adoption of MFRS 4
Insurance Contracts and upon issuance of new products during the year, all products fall
under the classification of insurance contract.

Reinsurance

The Company cedes insurance risk in the normal course of business for all of its
businesses. Reinsurance assets represent amounts recoverable from reinsurers for
insurance contract liabilities. Amounts recoverable from reinsurers are estimated in a
manner consistent with the outstanding claims provision or settled claims associated with
the reinsurer’s policies and are in accordance with the related reinsurance contracts.

Ceded reinsurance arrangements do not relieve the Company from its obligations to
policyholders. Premiums and claims are presented on a gross basis for both ceded and
assumed reinsurance.

Reinsurance assets are assessed for impairment at each reporting date or more frequently
when an indication of impairment arises during the reporting period. Impairment occurs
when there is objective evidence as a result of an event that occurred after initial recognition
of the reinsurance asset that the Company may not receive all outstanding amounts due
under the terms of the contract and the event has a reliably measurable impact on the
amounts that the Company will receive from the reinsurer. The impairment loss is
recognised in profit or loss.

The Company also assumes reinsurance risk in the normal course of business for life
insurance and general (non-life) insurance contracts when applicable.

Premiums and claims on assumed reinsurance are recognised as revenue or expenses in
the same manner as they would be if the reinsurance were considered direct business,
taking into account the product classification of the reinsured business.

Reinsurance assets are derecognised when the contractual rights are extinguished or
expired or when the contract is transferred to another party.

Reinsurance contracts that do not transfer significant insurance risk are accounted for
directly through the statement of financial position. These are deposit assets or financial
liabilities that are recognised based on the consideration paid or received less any explicit
identified premiums or fees to be retained by the reinsured. Investment income on these
contracts is accounted for using the effective yield method when accrued.
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2.2 Summary of significant accounting policies (cont'd.)

(i)

)

(k)

Provisions

Provisions are recognised when the Company has a present obligation as a result of a past
event and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, and a reliable estimate of the amount can be made.
Provisions are reviewed at each reporting date and adjusted to reflect the current best
estimate. Where the effect of the time value of money is material, provisions are discounted
using a current pre-tax rate that reflects, where appropriate, the risks specific to the liability.
Where discounting is used, the increase in the provision due to the passage of time is
recognised as finance costs.

Investment properties

Investment properties are properties which are held either to earn rental income or for
capital appreciation or for both. Such properties are measured initially at cost, including
transaction costs. Subsequent to initial recognition, investment properties are stated at fair
value. Fair value is arrived at by reference to market evidence of transaction prices for
similar properties and is performed by registered independent valuers having an appropriate
recognised professional qualification and recent experience in the location and category of
the properties being valued and/or annual valuation by internal qualified professionals as
appropriate.

Gains or losses arising from changes in the fair values of the investment properties are
recognised in profit or loss in the period in which they arise.

Investment properties are derecognised when they have been disposed of or when the
investment property is permanently withdrawn from use and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an
investment property are recognised in profit or loss in the period in which they arise.

Non-current assets held for sale

Non-current assets (or disposal groups) are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction rather than through
continuing use. This condition is regarded as met only when the sale is highly probable and
the asset (or disposal group) is available for immediate sale in its present condition subject
only to terms that are usual and customary.

Upon classification as held for sale, non-current assets or disposal groups (other than
investment properties, deferred tax assets, employee benefits assets, financial assets and
inventories) are measured in accordance with MFRS 5 Non-current Assets Held for Sale
and Discontinued Operations at the lower of the carrying amount or fair value less costs to
sell. Any differences are recognised in profit or loss.
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(0

(m)

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following
initial recognition, intangible assets are carried at cost less any accumulated amortisation
and any accumulated impairment losses. The useful lives of intangibles are assessed to be
either finite or indefinite.

The amortisation period and the amortisation method are reviewed at each reporting date.
The amortisation expense on intangible assets with finite lives is recognised in profit or loss.

Gains or losses arising from derecognition of an intangible asset is measured as the
difference between the net disposal proceeds and the carrying amount of the asset and is
recognised in profit or loss when the asset is derecognised.

The cost of significant development of knowledge-based software and computer
applications to meet the unique requirements of the insurance business is capitalised and
recognised as an intangible asset in accordance with MFRS138 Intangible Assets.

The Company established that these development costs will generate economic benefits
beyond one year and are associated with identifiable software applications controlled by the
Company. Software development costs are amortised from the date of system
commissioning, on a straight line basis over its useful economic life of four (4) years. The
carrying amount is assessed for impairment on an annual basis.

Impairment of non-financial assets

The Company assess at each reporting date whether there is an indication that an asset
may be impaired. If any such indication exists, or when an impairment assessment for an
asset is required, the asset's recoverable amount is estimated to determine the amount of
impairment loss.

For the purpose of impairment testing of these assets, recoverable amount is determined on
an individual asset basis unless the asset does not generate cash flows that are largely
independent of those from other assets. If this is the case, recoverable amount is
determined for the cash generating unit ("CGU") to which the asset belongs.

An asset's recoverable amount is the higher of an asset's or CGU's fair value less costs to
sell or its value in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset. Where the
carrying amount of an asset exceeds its recoverable amount, the asset is considered
impaired and is written down to its recoverable amount. Impairment losses recognised in
respect of a CGU or groups of CGUs are allocated to reduce the carrying amount of the
assets in the unit or groups of units on a pro-rata basis.
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(m) Impairment of non-financial assets (cont'd.)
An impairment loss is recognised in profit or loss in the period in which it arises.

An impairment loss for an asset is reversed if, and only if, there has been a change in the
estimates used to determine the asset's recoverable amount since the last impairment loss
was recognised. The carrying amount of an asset is increased to its revised recoverable
amount, provided that this amount does not exceed the carrying amount that would have
been determined (net of amortisation or depreciation) had no impairment loss been
recognised for the asset previously. A reversal of impairment loss for an asset is recognised
in profit or loss.

(n) Leases
(i) Classification

A lease is recognised as a finance lease if it transfers substantially to the Company all
the risks and rewards incidental to ownership. Leases of land and buildings are
classified as operating or finance leases in the same way as leases of other assets and
the land and buildings elements of a lease of land and buildings are considered
separately for the purposes of lease classification.

All leases that do not transfer substantially all the risks and rewards incidental to
ownership are classified as operating leases with the following exceptions:

(a) Property held under operating leases that would otherwise meet the definition of an
investment property, is classified as an investment property on a property-by-
property basis and if classified as investment property, is accounted for as if held
under a finance lease.

(b) Land held for own use under an operating lease, the fair value of which cannot be
measured separately from the fair value of the building situated thereon at the
inception of the lease, is accounted for as being held under a finance lease, unless
the building is also clearly held under an operating lease.

(i) Operating leases - the company as lessee

Operating lease payments are recognised as an expense on a straight-line basis over
the term of the relevant lease.
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(n)

(0)

()

Leases (cont'd.)
(i) Operating leases - the company as lessee (cont'd.)

In the case of a lease of land and buildings, the minimum lease payments or the up-
front payments made are allocated, whenever necessary, between the land and the
buildings elements in proportion to the relative fair values for leasehold interests in the
land element and buildings element of the lease at the inception of the lease.

The up-front payment represents prepaid lease payments and are amortised on a
straight-line basis over the lease term.

(iii) Operating leases - the company as lessor

Assets leased out under operating leases are represented on the statement of financial
position according to the nature of the assets. Rental income from operating leases is
recognised on a straight-line basis over the term of the relevant lease. Initial direct
costs incurred in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset and recognised on a straight-line basis over the
lease term.

Insurance receivables

Insurance receivables are recognised when due and measured on initial recognition at the
fair value of the consideration received or receivable. Subsequent to initial recognition,
insurance receivables are measured at amortised cost, using the effective yield method.

If there is objective evidence that the insurance receivable is impaired, the Company
reduces the carrying amount of the insurance receivable accordingly and recognises that
impairment loss in profit or loss. The Company gathers the objective evidence that an
insurance receivable is impaired using the same process adopted for financial assets
carried at amortised cost. These processes are described in Note 2.2(d).

Insurance receivables are deregconised when the derecognition criteria for financial assets,
as described in Note 2.2(e), have been met.

Insurance payables
Insurance payables are recognised when due and measured on initial recognition at the fair

value of the consideration payable less directly attributable transaction costs. Subsequent to
initial recognition, they are measured at amortised cost using the effective yield method.
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2.2 Summary of significant accounting policies (cont'd.)

(q) Employee benefits

(i)

(i)

(iii)

Short term benefits

Wages, salaries, bonuses and social security contributions ("SOCSQO") are recognised
as expenses in the year in which the associated services are rendered by employees of
the Company.

Short term accumulating compensated absences such as paid annual leave are
recognised when services are rendered by employees that increase their entitlement to
future compensated absences. Short term non-accumulating compensated absences
such as sick leave are recognised when the absences occur.

Defined contribution plan

Defined contribution plan are post-employment benefit plans under which the Company
pays fixed contributions into a separate entity and will have no legal or constructive
obligation to pay further contributions if the entity does not hold sufficient assets to pay
all employee benefits relating to employee services in the current and preceding years.

The Company makes statutory and voluntary contributions to the Employees Provident
Fund ("EPF"). Such contributions are recognised as an expense in profit or loss as
incurred.

Defined benefit plan

In addition to the contributions made to the statutory EPF, the Company contributes to
a funded scheme for eligible employees based on a defined benefit plan. This fund is
known as the ING Management Holdings (Malaysia) Sdn. Bhd. Staff Gratuity Scheme
("the Scheme") and was established pursuant to a trust deed in April 2004.

The Company's obligations under the Scheme are calculated using the Projected Unit
Credit Method, and is determined based on actuarial computations by independent
actuaries, through which the amount of benefit that employees have earned in return
for their service in the current and prior years is estimated. That benefit is discounted in
order to determine its present value. Actuarial gains or losses are recognised as
income or expense over the expected average remaining working lives of the
participating employees when the cumulative unrecognised actuarial gains or losses for
the Scheme exceed 10% of the higher of the present value of the defined benefit
obligation and the fair value of plan assets. Past service costs are recognised
immediately to the extent that the benefits are already vested, and otherwise are
amortised on a straight-line basis over the average period until the amended benefits
become vested.
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(q) Employee benefits (cont'd.)

(iii)

(iv)

Defined benefit plan (cont'd.)

The amount recognised in the statement of financial position represents the present
value of the defined benefit obligations adjusted for unrecognised actuarial gains and
losses and unrecognised past service costs, and reduced by the fair value of plan
assets.

Any asset resulting from this calculation is limited to the net total of any unrecognised
actuarial losses and past service costs, and the present value of any economic benefits
in the form of refunds or reductions in future contributions to the plan.

Stock options and share plans

Prior to 2011, ING Group granted share options and performance shares to the
Company's employees under the Group Share Option Plan ("GSOP") and Long Term
Equity Ownership ("LEO"). Effective 2011, ING Group granted share awards under the
Long Term Sustainable Performance Plan ("LSPP"), a share based compensation plan
to the Company's senior executives and staffs. The new scheme was designed in order
to meet new internal and external needs and requirements that govern remuneration
policies.

The measurement of options granted was determined by ING Group Market Risk
Management based on the fair value using an option-pricing model. The fair value of
share options was measured at grant date, taking into account, if any, the market
vesting conditions upon which the options were granted but excluding the impact of any
non-market vesting conditions. Non-market vesting conditions were included in
assumptions about the number of options that were expected to become exercisable
on vesting date.

The fair value of share awards granted was recorded as an expense under staff
expenses and is allocated over the vesting period. The fair value of share awards
contained a market based performance condition using a Monte Carlo Simulation
based valuation model. The model takes into account the risk free interest rate, the
current stock prices, expected volatilities and current dividend yields to determine ING's
Total Shareholder Return (TSR) ranking.

Upon sale of ING Management Holdings (Malaysia) Sdn. Bhd.,the holding company of
the Company to AIA Company Limited (formerly known as American International
Assurance Company Limited) on 18 December 2012, the options granted under the
GSOP remain exercisable for 3 months from 18 December 2012 or until the original
expiration date of the share option (whichever is the earlier) whereas the options
granted under LEO remain exercisable for 12 months from 18 December 2012. Any
options not exercised during the period will lapse.
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(@)

(r)

(s)

()

Employee benefits (cont'd.)
(iv) Stock options and share plans (cont'd.)

The performance shares under LEO and LSPP immediately vested on 18 December
2012, based on vesting guidelines agreed as part of the business divestiture process,
and pro-rated cash payout was made to the affected staff directly by ING Group and
did not have any impact on the financial position or results of the Company.

Correspondingly, the remaining balance in the share based reserve at 18 December
2012 was transferred to retained profits of the Company.

Provision for agents' retirement benefits

Provision for agents' retirement benefits is calculated in accordance with the terms and
conditions in the respective agents' agreements. The scheme is not separately funded. The
Company pays fixed contributions into the Agency Provident Fund.

Provision for agents' retirement benefits is charged to profit or loss in the period in which it
relates.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash
on hand and at banks. Short term fixed and call deposits are not part of cash and cash
equivalents as these are held for investment purposes.

The statement of cash flow is prepared using the indirect method.

Life insurance underwriting results

The surplus transferable from the life insurance fund to the profit or loss is based on the
surplus determined by an actuarial valuation of the long term liabilities to policyholders at
reporting date. The surplus is calculated in accordance with the provisions of the Insurance
Act, 1996 and the RBC Framework.

(i) Premium income
Premium is recognised as soon as the amount of the premium can be reliably
measured. Initial premium is recognised from inception date and subsequent premium

is recognised when it is due.

Outward reinsurance premiums are recognised in the same reporting period as the
original policies to which the reinsurance relates.
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2.2 Summary of significant accounting policies (cont'd.)

(t) Life insurance underwriting results (cont'd.)

(i)

(i)

(iii)

(iv)

(V)

Premium income (cont'd.)

At the end of the reporting period, all due premiums are accounted for to the extent that
they can be reliably measured. Premium not received on due dates are recognised as
revenue in profit or loss and will be reported as outstanding premiums in the statement
of financial position. The commission expense arising is correspondingly accounted for
as an expense in profit or loss.

Creation of units

Net creation of units which represents premium paid by policyholders as payment for a
new contract or subsequent payments to increase the amount of that contract are
reflected in profit or loss. Net creation of units is recognised on a receipt basis.

Commission and agency expenses

Commission and agency expenses, which are costs directly incurred in securing
premium on insurance policies, net of income derived from reinsurers in the course of
ceding of premium to reinsurers, are charged to profit or loss in the period in which they
are incurred.

Benefits and claims expenses

Benefits and claims expenses incurred during the reporting period are recognised when
a claimable event occurs and/or the insurer is notified. Recoveries on reinsurance
claims are accounted for in the same reporting period the original claims are
recognised.

Benefits and claims, including settlement costs, are accounted for using the case-by-
case method and for this purpose, the amounts payable under a insurance policy are
recognised as follows:

(&) maturity or other policy benefits payments due on specified dates are treated as
claims payable on the due dates; and

(b) death, surrender and other benefits without due dates are treated as claims
payable on the date of receipt of intimation of death of the assured or occurrence
of contingency covered.

Cancellation of units

Net cancellation of units represents cancellation of units arising from surrenders and
withdrawals. Cancellation is recognised upon notification by the policyholders.

40



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.2 Summary of significant accounting policies (cont'd.)

(t) Life insurance underwriting results (cont'd.)

(vi) Insurance contract liabilities

Life insurance liabilities are recognised when contracts are entered into and premiums
are charged.

These liabilities are measured by using a prospective actuarial valuation method in line
with the RBC Framework. The liability is determined as the sum of the present value of
future guaranteed and, in the case of a participating life policy, an appropriate level of
non-guaranteed benefits, and the expected future management and distribution
expenses, less the present value of future gross considerations arising from the policy
discounted at the appropriate risk discount rate. The liability is based on best estimate
assumptions and with due regard to the most recent experience study. An appropriate
provision of risk margin for adverse deviations ("PRAD") from expected experience is
made in the valuation of the liabilities in relation to guaranteed benefits of the non-
participating and participating life policies, and non-unit liabilities of investment-linked
policies.

The liability in respect of participating policies is taken as the higher of the guaranteed
benefit liabilities or the total benefit liabilities at fund level derived as stated above.

In the case of a life policy where a part of, or the whole of the premiums are
accumulated in a fund, the accumulated amount, as declared to the policy owners, are
set as the liabilities if the accumulated amount is higher than the figure as calculated
using the prospective actuarial valuation method.

Where policies or extensions of a policy are collectively treated as an asset at the fund
level under the valuation method adopted, the value of such an asset is eliminated
through zerorisation.

In the case of a one-year life policy or a one-year extension to a life policy covering
contingencies other than death or survival, the liability for such life insurance contracts
comprises the provision for unearned premiums and unexpired risks, as well as for
claims outstanding, which includes an estimate of the incurred claims that have not yet
been reported to the Company.

Adjustments to the liabilities at each reporting date are recorded in profit or loss. Profits
originated from margins of adverse deviations on run-off contracts, are recognised in
profit or loss over the life of the contract, whereas losses are fully recognised in profit or
loss during the first year of run-off. The liability is derecognised when the contract
expires, or is discharged or cancelled.
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(t) Life insurance underwriting results (cont'd.)

(vi) Insurance contract liabilities

Currently the liabilities measured under the RBC Framework considers all relevant
contractual cashflows from insurance contracts and also includes a PRAD. As such,
the Company meets the minimum Liability Adequacy Test ("LAT") requirements which
requires the consideration of the current best estimates of all contractual cashflows.

(u) General insurance underwriting results

The general insurance underwriting results, other than those arising from inward treaty
business, are determined for each class of business after taking into account reinsurances,
premium liabilities, net commissions and net claim liabilities incurred.

(i)

(i)

Premium income

Premium income is recognised in the reporting period in respect of risks assumed
during that particular reporting period. Inward treaty reinsurance premium is recognised
on the basis of periodic advices received from ceding insurers.

Premium liabilities

Premium liabilities are reported at the higher of the aggregate of the unearned premium
reserve (“UPR”) for all lines of business and the best estimate value of the Company’s
unexpired risk reserves (“URR”) and a PRAD calculated at 75% confidence level at the
overall Company level.

(&) Unexpired risk reserves

The URR is the prospective estimate of the expected future payments arising from
future events insured under policies in force as at the end of the reporting period
and also includes allowance for expenses, including overheads and cost of
reinsurance, expected to be incurred during the unexpired period in administering
these policies and settling the relevant claims, and expected future premium
refunds. URR is estimated via an actuarial valuation performed by a qualified
actuary.
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(u) General insurance underwriting results (cont'd.)
(i) Premium liabilities (cont'd.)
(b) Unearned premium reserves
The short-term UPR represent the portion of the net premiums of insurance
policies written that relate to the unexpired periods of the policies at the end of the

reporting period.

In determining the UPR at reporting date, the method that most accurately reflects
the actual liability is used, as follows:

25% method for marine, aviation cargo and transit business

1/24th method for all other classes of Malaysian policies reduced by the
corresponding percentage of accounted gross direct business commissions
and agency-related expenses not exceeding the limits specified by BNM as
follows:

Motor 10%
Fire, engineering, aviation and marine hull 15%
Medical and health
- Standalone individuals 15%
- Group of 3 or more 10%
Workmen's compensation and employers' liability
- Foreign workers 10%
- Other workers 25%
- Employers' Liability 25%
Other classes 25%

1/8th method for all other classes of overseas inward treaty business with a
deduction of 20% for commission; and

Non-annual policies are time apportioned over the period of the risks
after deducting the commission, that relate to the unexpired period of policies
at the end of the reporting period.

The long-term UPR represent the portion of the net premiums of long-term
insurance policies written, that relate to the unexpired periods of the policies at the
end of the reporting period. The premium income is recognised on a time
apportionment basis over the duration of the policies.
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(u) General insurance underwriting results (cont'd.)

(iii) Claim liabilities

Claim liabilities represent the Company's obligation to make future payments in relation
to all claims that have been incurred as at the end of the reporting period. It is
recognised in respect of both direct insurance and inward reinsurance. In accordance
with the RBC framework, the value is the best estimate value of claim liabilities which
includes provision for claims reported, claims incurred but not enough reserved
("IBNER"), claims incurred but not yet reported (“IBNYR") and direct and indirect claim-
related expenses as well as a provision of risk margin for adverse deviation ("PRAD")
at a 75% confidence level calculated at the overall Company level. The IBNR, which
comprises the IBNER and the IBNYR, as well as related expenses are based on an
actuarial valuation by a qualified actuary, using a mathematical method of estimation
based on actual claims development pattern.

(v) Foreign currencies

In preparing the financial statements, transactions in currencies other than the Company’s
functional currency (foreign currencies) are recorded in the functional currencies using the
exchange rates prevailing at the dates of the transactions. At each reporting date, monetary
items denominated in foreign currencies are translated at the rates prevailing on the
reporting date. Non-monetary items carried at fair value that are denominated in foreign
currencies are translated at the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in terms of historical cost in a foreign
currency are not translated.

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are included in profit or loss for the period except for exchange differences
arising on monetary items that form part of net investment in foreign operations.

These are initially taken directly to the foreign currency translation reserve within equity until
the disposal of the foreign operations, at which time they are recognised in profit or loss.
Exchange differences arising on monetary items that form part of net investment in foreign
operations are recognised in profit or loss in the financial statements or the individual
financial statements of the foreign operations, as appropriate.

Exchange differences arising on the translation of nhon-monetary items carried at fair value
are included in profit or loss for the period except for the differences arising on the
translation of non-monetary items in respect of which gains or losses are recognised directly
in equity. Exchange differences arising from such non-monetary items are also recognised
directly in equity.
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(w) Taxation

(x)

Income tax on profit or loss for the year comprises current and deferred tax. Current tax is
the expected amount of income taxes payable in respect of the taxable profit and surplus for
the year and is measured using the tax rates that have been enacted at the reporting date.

Deferred tax is provided for, using the liability method, on temporary differences at the
reporting date between the tax bases of assets and liabilities and their carrying amounts in
the financial statements. In principle, deferred tax liabilities are recognised for all taxable
temporary differences and deferred tax assets are recognised for all deductible temporary
differences, unused tax losses and unused tax credits to the extent that it is probable that
taxable profits will be available against which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.

Deferred tax is not recognised if the temporary difference arises from goodwill or negative
goodwill or from the initial recognition of an asset or liability in a transaction which is not a
business combination and at the time of the transaction, affects neither accounting nor
taxable profit.

Deferred tax is measured at the tax rates that are expected to apply in the period when the
asset is realised or the liability is settled, based on tax rates that have been enacted or
substantively enacted at the reporting date. Deferred tax is recognised as income or an
expense and included in profit or loss, except when it arises from a transaction which is
recognised directly in equity/policyholders' fund, in which case the deferred tax is also
recognised directly in equity/policyholders' fund.

Other revenue recognition

Revenue is recognised when it is probable that the economic benefits associated with the
transactions will flow to the enterprise and the amount of the revenue can be measured
reliably.

(i) Interest and profit income

Interest/profit income is recognised on an accrual basis using the effective yield of the
asset.

Fees and commissions that are an integral part of the effective yield of the financial
asset or liability are recognised as an adjustment to the effective yield of the

instrument.

(i) Rental income

Rental income receivable under tenancy agreements is recognised on a straight-line
basis over the term of the lease.
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2.2 Summary of significant accounting policies (cont'd.)

(x)

v)

Other revenue recognition (cont'd.)

(i) Gross dividend/distribution income from unit and real estate investment trust
funds

Dividend/distribution income is recognised when the right to receive payment is
established.

(iv) Fees and commission income
Insurance contract policyholders are charged for policy administration services,
investment management services, surrender and other contract fees. These fees are
recognised as revenue in the period in which the related services are performed. If the
fees are for service to be provided for in future periods, then they are deferred and
recognised over those future periods.

Equity instruments

Ordinary Share Capital

The Company has issued ordinary shares that are classified as equity. Incremental external

costs that are directly attributable to the issue of these shares are recognised in equity, net

of tax.

Dividends on Ordinary Share Capital

Dividends on ordinary shares are recognised as a liability and deducted from equity when

they are approved by the Company’s shareholder. Interim dividends are deducted from

equity when they are paid.

Dividends for the year that are approved after the reporting date are dealt with as an event
after the reporting date.
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2.3

(a)

Transition to MFRS and application of MFRS 1

These are the Company's first annual financial statements prepared in accordance with MFRS.
In previous financial years, the financial statements of the Company were prepared in
accordance with FRS in Malaysia as modified by Bank Negara Malaysia Guidelines.

The accounting policies set out in Note 2.2 have been applied in preparing the financial
statements of the Company for the financial year ended 31 December 2012, the comparative
information presented in these financial statements for the financial year ended 31 December
2011 and in the preparation of the opening statement of financial position at 1 January 2011
(which is also the Company's date of transition to MFRS).

In preparing its opening statement of financial position as at 1 January 2011, the Company has
adjusted the amounts previously reported in financial statements prepared in accordance with
FRS. An explanation of how the transition from FRS to MFRS has affected the Company's
financial position, financial performance and cash flows is set out in the following notes:

Unallocated surplus, Available-for-sale ("AFS") reserves and Asset revaluation reserves ("ARR")
of the non-patrticipating funds

At the last reporting date, the life insurance contract liabilities of the Company comprised of the
unallocated surpluses and estimated actuarial liabilities, Available-for-sale ("AFS") reserves,
Asset revaluation reserves, Net Asset values attributable to unitholders and provision for
outstanding claims of all life insurance contracts including those with discretionary participating
features (referred to as "Participating” or "PAR") and those without (referred to as "non
Participating” or "Non Par"). In accordance with the requirements of MFRS, the Non Par
unallocated surplus does not meet the definition of a liability, that is, a present obligation of the
Company arising from past events, the settlement of which is expected to result in an outflow of
economic benefits as the Non Par unallocated surplus represents the residual assets of the Non
Par insurance contracts.

In addition, in accordance with MFRS 139 Financial Instruments: Recognition and Measurement,
the Non Par AFS reserves should be accounted for as equity of the Company. The same also
applies to asset revaluation reserve, under MFRS 116 Property, Plant and Equipment, where this
reserve should be accounted for as equity of the Company. The classification of the Non Par
unallocated surplus, AFS reserves and asset revaluation reserve of the Company as a liability
was made in accordance with the Guidelines issued by Bank Negara Malaysia ("BNM") and was
a modification to FRSs which had been approved by BNM under Section 90 of the Insurance Act
1996.

Effective on 1 January 2012, in accordance with revised Guidelines issued by BNM and the
adoption of MFRS by the Company, the Non Par unallocated surplus, AFS reserves and asset
revaluation reserve are now reclassified from liabilties to equity. This is a change in accounting
policy and hence been adjusted retrospectively against prior year retained earnings, AFS
reserves and asset revaluation reserve.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.3

(b)

(c)

Transition to MFRS and application of MFRS 1 (cont'd.)

Available-for-sale ("AFS") reserves and other reserves on participating funds to FVTPL

The Company applied the MFRS Framework for the financial year beginning 1 January 2012,
with a transition date of 1 January 2011. In accordance with the optional exemptions under
MFRS 1, the Company has proposed to adopt a different accounting policy for classification of
certain financial investments of the Participating Fund, made in equity and debt securities from
Available for Sale (AFS) category to Fair Value Through Profit or Loss (FVTPL) category. This is
to align its MFRS accounting policy more closely with AIA Group Limited and AIA Bhd. AIA Bhd.
is a related company and it is the intention that the business operations of ING Insurance Berhad
are transferred to AIA Bhd. by end June 2013.

The rationale for designating certain financial investments of the Par Fund made in equity and
debt securities as at FVTPL is that the investments are held to back the Par Funds and that this
classification reduces a measurement inconsistency (accounting mismatch) as the
corresponding movements in insurance and investment contract liabilities are recorded profit or
loss for the year.

Reclassification of offshore private equities from AFS to FVTPL

The Company via the life insurance fund had invested in offshore private equities for trading and
investment purposes. A wholly-owned offshore private equity fund was accounted for as a
subsidiary and consolidated in the Company'’s financial statements and investment in associates
for offshore private equity was accounted for using the equity method prior to 2012.

Following the disposal of ING Management Holdings (Malaysia) Sdn. Bhd., the holding company
of the Company to American International Assurance Company Limited on 18th December 2012,
the significant influence over the offshore private equities effectively ceased. The Company
consequently derecognised the assets and liabilities of the subsidiary, any non-controlling
interests and the other components of equity related to the subsidiary. On investment in
associates, the Company derecognised its share of the profits or losses recognized in the
financial statements prior to loss of significant influence. These investments are redesignated at
fair value through profit and loss upon loss of significant influence.
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.3 Transition to MFRS and application of MFRS 1 (cont'd.)

(d)

The following tables provides estimates of the extent to which each of the line items in the
statement of financial position and statement of comprehensive income for the financial year
ended 31 December 2012 are higher or lower than it would have been had the previous policies
been applied in the current financial year.

Effects on Statement of financial position as at 31 December 2012

Higher/(lower)

RM'000
Investments 2,106
Reinsurance assets 21,219
Cash and bank balances (920)
Retained earnings 588,155
Other reserves 68,161
Insurance contract liabilities (633,796)
Other claims liabilities (166,214)
Other payables (63)
Deferred tax liabilities 166,162

Effects on Statement of Comprehensive Income for the financial year ended 31

December 2012

Higher/(lower)

RM'000
Investment income 2,645
Realised gains and losses 184
Fair value gains and losses 189,938
Other operating expenses (1,279)
Gross benefits and claims paid (43,298)
Claims ceded to reinsurers (8,777)
Gross changes in contract liabilities 140,076
Changes in contract liabilities ceded to reinsurers 8,777
Taxation of life insurance fund 15,140
Taxation 16,710
Available-for-sale fair value reserves
Net gain arising during the year 38,776
Net realised gain transferred to statement
of comprehensive income 24,366
Tax effects thereon 3,026
Asset revaluation reserve
Net gain arising during the year 216
Tax effects thereon 46
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

24

Standards issued but not yet effective

As at the date of authorisation of these financial statements, the following revised standards,
amendments and interpretations have been issued by the Malaysian Accounting Standards

Board but are not yet effective for the Company:
MFRSs / Amendments to MFRSs / Interpretations

MFRS 101: Presentation of Items of Other Comprehensive Income
(Amendments to MFRS101)
MFRS 3 Business Combinations
(IFRS 3 Business Combination issued by IASB in March 2004)

MFRS 9: Financial instruments

MFRS 10: Consolidated Financial Statements

MFRS 11: Joint Arrangement

MFRS 12: Disclosure of Interests in Other Entities

MFRS 13: Fair value measurement

MFRS 119: Employee Benefits

MFRS 127: Separate Financial Statements

MFRS 128: Investments in Associates and Joint Ventures

Amendments to MFRS 1 First-time Adoption of Malaysian Financial Reporting
Standards - Government Loans

Amendments to MFRS 1 First-time Adoption of Malaysian Financial Reporting
Standards (Annual Improvements 2009-2011 Cycle)

Amendments to MFRS 7: Disclosure
- Offsetting financial assets and financial liabilities

Amendments to MFRS 10: Consolidated Financial Statements: Transition
Guidance

Amendments to MFRS 11: Joint Arrangements: Transition Guidance

Amendments to MFRS 12: Disclosure of Interests in Other Entities:
Transition Guidance

Amendments to MFRS 101: Presentation of Financial Statements
(Annual Improvements 2009-2011 Cycle)

Effective Dates

1 July 2012

1 January 2013
1 January 2015
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013

1 January 2013
1 January 2013
1 January 2013

1 January 2013
1 January 2013

1 January 2013

1 January 2013

Amendments to MFRS 116 Property, Plant and Equipment (Annual Improvements

2009-2011 Cycle)
Amendments to MFRS 132: Financial Instruments Presentation
- Offsetting financial assets and financial liabilities
Amendments to MFRS134: Interim Financial Reporting
(Annual Improvements 2009-2011 Cycle)
IC Interpretation 20 Stripping Costs in the Production Phase of a Surface Mine
Amendment to IC Interpretation 2 Members’ Shares in Co-operative Entities
and Similar Instruments (Annual Improvements 2009-2011 Cycle)

1 January 2013
1 January 2014

1 January 2013
1 January 2013

1 January 2013

The Company expects that the adoption of the above standards and interpretations will have no
material impact on the financial statements in the period of initial application except as discussed

below:
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.4 Standards issued but not yet effective (cont'd.)

(@)

(b)

(©)

(d)

MFRS 9 Financial Instruments: Classification and Measurement

MFRS 9, as issued, reflects the first phase of the IASB's work on the replacement of MFRS
139 Financial Instruments: Recognition and Measurement and applies to classification and
measurement of financial liabilities and financial liabilities as defined in MFRS 139 Financial
Instruments: Recognition and Measurement ("MFRS 139") and replaces the guidance in
MFRS 139.

In subsequent phases, the IASB will address hedge accounting and impairment of financial
assets. The adoption of the first phase of MFRS 9 will have an effect on the classification
and measurement of the Company's financial assets but will not have an impact on the
classification and measurement of financial liabilities. The Company will quantify the effect
in conjunction with the other phases when the final standard including all phases is issued.

MFRS 10 Consolidated Financial Statements

MFRS 10 establishes a single control model that applies to all entities including special
purpose entities. The changes introduced by MFRS 10 will require management to exercise
significant judgment to determine which entities are controlled and therefore are required to
be consolidated by a parent, compared with the requirements that were in MFRS 127
Consolidated and Separate Financial Statements and IC Interpretation 112 Special
Purpose Entities. Based on the preliminary analyses performed, MFRS 10 is not expected
to have any impact on the currently held investments of the Company.

MFRS 12 Disclosure of Interests in Other Entities

MFRS 12 includes all disclosures that were previously in MFRS 127 related to consolidated
financial statements as well as all of the disclosures that were previously included in MFRS
11 Joint Arrangements and MFRS 128 Investments in Associates. These disclosures
related to an entity's interests in subsidiaries, joint arrangements, associates and structured
entities. A number of new dislcosures are also required but have no impact on the
Company's financial position or performance.

MFRS 13 Fair Value Measurement

MFRS 13 establishes a single source of guidance under MFRS for all fair value
measurements. MFRS 13 does not change when an entity is required to use fair value but
rather provides guidance on how to measure fair value under MFRS when fair value is
required or permitted. The Company is currently assessing the impact that this Standard will
have on the financial position and performance of the Company but based on preliminary
analyses, no material impact is expected.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.4 Standards issued but not yet effective (cont'd.)

(e) Amendments to MFRS 101 Presentation of Financial Statements

The amendments to MFRS 101 change the grouping of items presented in other
comprehensive income. Items that could be reclassified (or recycled) to profit or loss at a
future point in time (for example, exchange differences on translation of foreign operations
and net loss or gain on available-for-sale financial assets) would be presented separately
from items which will never be reclassified (for example, actuarial gains and losses on
defined benefit plans and revaluation of land and buildings). The amendment affects
presentation only and has no impact on the Company'’s financial position and performance.

2.5 Significant accounting estimates and judgements

The preparation of the Company's financial statements requires management to make
judgements, estimates and assumptions that affect the reported amount of revenue, expenses,
assets and liabilities and the disclosure of contingent liabilities, at the reporting date. However,
uncertainty about these assumptions and estimates could result in outcomes that require a
material adjustment to the carrying amount of the asset or liability affected in the future. These
factors would include the following:

() Critical judgements made in applying accounting policies

The following are judgements made by management in the process of applying the
Company's accounting policies that have the most significant effect on the amounts
recognised in the financial statements.

(i)

Classification between investment properties and property and equipment

The Company has developed certain criteria based on FRS 140 Investment Property in
making judgement whether a property qualifies to be classified as an investment
property. Investment property is a property held to earn rentals or for capital
appreciation or both.

Some properties comprise a portion that is held to earn rentals or for capital
appreciation and another portion that is held for use in the production or supply of
goods or services or for administrative purposes. If these portions could be sold
separately (or leased out separately under a finance lease), the Company would
account for the portion separately.

If the portions could not be sold separately, the property is an investment property only

if an insignificant portion is held for use in the production or supply of goods or services
or for administrative purposes.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.5 Significant accounting estimates and judgements (cont'd.)

(&) Critical judgements made in applying accounting policies (cont'd.)

(i)

(iii)

(iv)

(V)

Impairment of AFS financial assets

Significant judgement is required to assess impairment for available-for-sale
investments. The Company evaluates the duration and extent to which the fair value of
an investment is less than its cost and takes into consideration the financial health and
near term business outlook for the investee, including but not limited to factors such as
industry and sector performance, changes in technology and operational and financial
cash flows.

Impairment of insurance and reinsurance receivables

At each reporting date, the Company performs individual assessment for insurance and
reinsurance receivables that are individually significant, or collectively for financial
assets that are not individually significant or which have not been individually impaired
by calculating the present value of future cash flows against the carrying amount of
receivables. The future cash flows are determined based on credit assessment on
each impaired receivable.

Collective assessment is performed by grouping receivables with similar credit risk
characteristics and the future cash flows are estimated based on historical loss
experience for receivables with similar credit risk characteristics.

Impairment of mortgage loans

At each reporting date, the Company determines the allowance of impairment of
mortgage loans by calculating the present value of future recoverable cash flows and
the fair value of underlying collaterals for impaired loans against the carrying value of
the loans. The future recoverable cash flows are determined based on credit
assessment on a loan-by-loan basis for impaired loans.

Deferred taxation

Deferred tax implications arising from the changes in corporate income tax rates are
measured with reference to the estimated realisation and settlement of temporary
differences in the future periods in which the tax rates are expected to apply, based on
the tax rates enacted or substantively enacted at the reporting date.

While management's estimates on the realisation and settlement of temporary
differences are based on the available information at the reporting date, changes in
business strategy, future operating performance and other factors could impact on the
actual timing and amount of temporary differences realised and settled. Any difference
between the actual amount and the estimated amount would be recognised in profit or
loss in the period in which actual realisation and settlement occurs.

60



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)
2.5 Significant accounting estimates and judgements (cont'd.)
(&) Critical judgements made in applying accounting policies (cont'd.)
(v) Deferred taxation (cont'd.)

Deferred tax assets are recognised for all accumulated impairment losses on
investments, unearned premium reserves, allowance of impairment losses on
receivables, net amortisation of premium on investments and other temporary
differences to the extent that it is probable that taxable profit will be available against
which the benefits can be utilised. Management judgement is required to determine the
amount of deferred tax assets that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax planning strategies.

(b) Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below:

(i) Vvaluation of life insurance contract liabilities

The estimation of the ultimate liability arising from claims/policy benefits made under
life insurance contracts is the Company's most critical accounting estimate. There are
several sources of uncertainty that need to be considered in the estimation of the
liabilities that the Company will ultimately be required to pay as claims/policy benefits.

For life insurance contracts, estimates are made for future deaths, disabilities,
maturities, risk discount rates, investment returns, voluntary terminations and
expenses. The Company relies on standard industry data and reinsurance tables which
represent historical experience, and makes appropriate adjustments to reflect the
Company's unique risk exposures in deriving the mortality, disability and morbidity
estimates in accordance with regulatory requirements. The estimated number of
decrements determines the value of possible future benefits to be paid out, which will
be factored into ensuring sufficient cover by reserves which, in turn, is monitored
against current and future premiums.

For those contracts that insure risk of disability, estimates are made based on recent
past experience and emerging trends, but epidemics, as well as wide ranging changes
to lifestyles, could result in significant changes to the expected future exposure.

Estimates are also made as to future investment income arising from the assets
backing life insurance contracts. These estimates are based on current market returns

as well as expectations about future economic and financial developments.

Assumptions on future expenses are based on current expense levels, adjusted for
expected expense inflation adjustments, if appropriate.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.5 Significant accounting estimates and judgements (cont'd.)

(b) Key sources of estimation uncertainty (cont'd.)

(i)

(i)

Valuation of life insurance contract liabilities (cont'd.)

Lapse and surrender rates are based on the Company’s historical experience of lapses
and surrenders.

The discount rate for non-participating policies, guaranteed benefits of participating
policies and the non-unit liability of investment-linked policies accord a level of
guarantee which is no less certain than that accorded by a Malaysian Government
Security (“MGS”). In the case of the total benefits liabilities of participating policies, the
discount rate is based on the historical yield and future investment outlook of the
participating fund, net of tax on investment income of the life fund.

Liabilities of general insurance business

The principal uncertainty in the Company's general insurance business arises from the
technical provisions which include premium liabilities and claim liabilities as described
in Note 2.2(u) (i) and (iii). The premium liabilittes comprise unearned premium
reserves or unexpired risk reserves and a provision for risk margin for adverse
deviation. The claims liabilities comprise provision for outstanding claims, provision for
incurred but not reported claims and also a provision for risk margin for adverse
deviation.

Generally, premium and claim liabilities are determined based upon previous claims
and related expense experience, existing knowledge of events, the terms and
conditions of the relevant policies and interpretation of circumstances. Particularly
relevant is past experience with similar cases, historical claims and related expense
development trends, legislative changes, judicial decisions and economic conditions.
The estimates of premium and claim liabilities are therefore sensitive to various factors
and uncertainties. Actual future premium and claim liabilities may not exactly develop
as projected and may vary from the Company's projections.

There may be significant reporting lags between the occurrence of an insured event
and the time it is actually reported to the Company. Following the identification and
notification of an insured loss, there may still be uncertainty as to the magnitude of the
claim.

There are many factors that will determine the level of uncertainty such as inflation,
inconsistent judicial interpretations, legislative changes and claims handling
procedures.

At each reporting date, these estimates are reassessed for adequacy and changes will
be reflected as adjustments to the liability.
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2. SIGNIFICANT ACCOUNTING POLICIES (CONT'D.)

2.5 Significant accounting estimates and judgements (cont'd.)

(b) Key sources of estimation uncertainty (cont'd.)

(iii)

(iv)

v

(vi)

Depreciation of property and equipment

The costs of the building's equipment e.g. elevators, lifts etc. are depreciated on a
straight line basis over the asset's estimated useful lives. The Company estimates the
useful lives of these equipment to be 5 years. These are common life expectancies for
the building's equipment.

The cost of self-occupied properties are depreciated on a straight line basis. The
Company estimates the useful lives to be 50 years.

Amortisation of intangible assets

The Company recognises the costs of significant development of knowledge-based
software and computer applications as intangible assets with finite useful lives. Such
software and applications are unique to the requirements of the insurance business
and the Company establishes that these development costs will generate economic
benefits beyond one year.

The Company estimates the useful lives of these software costs to be 4 years, as
described in Note 2.2(1).

The Company expects that amortisation on software under development will only
commence after the software and computer applications are available to be used and
generate future economic benefits.

Impairment of unquoted investments

Impairment of unquoted investments is made after considering several factors,
including business viability of the investee, potential recovery of capital invested and
present values of any future dividends or income streams thereon. The present values
of future income streams are measured by applying an expected rate of return that
reflects the risk profile of the investment.

These are compared against the carrying cost of investments and appropriate
judgement and consideration is made by management to ascertain if the current
carrying costs should be impaired.

This assessment is performed at each reporting date and is critically reviewed by
management, taking into consideration specific industry and economic factors relevant
to the investments concerned.

Fair value of financial assets determined using valuation techniques

Fair value, in the absence of an active market or available data from pricing agency, is
estimated by reference to net asset value of the respective investments at the reporting
date.
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3. INTANGIBLE ASSETS

2012 2011 2010

RM'000 RM'000 RM'000
Software development costs
Cost
At 1 January 78,422 77,096 75,002
Additions 6,718 2,209 2,093
Adjustments - - 1
Write offs - (883) -
At 31 December 85,140 78,422 77,096
Accumulated amortisation
At 1 January 74,337 73,429 70,732
Amortisation for the year 2,420 1,791 2,696
Adjustments - - 1
Write offs - (883) -
At 31 December 76,757 74,337 73,429
Net book value 8,383 4,085 3,667
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

5. INVESTMENT PROPERTIES

Building
RM'000
At Valuation:
2012
At 1 January 349,370
Fair value changes (Note 22) 1,030
At 31 December 350,400
2011
At 1 January 346,500
Fair value changes (Note 22) 2,870
At 31 December 349,370

The fair values of investment properties are based on the market values of the properties as
assessed by independent professional valuers. Valuations are performed on an annual basis and the
fair value changes are recorded in statement of comprehensive income.

INVESTMENTS
31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
Malaysian government securities ("MGS") 6,115,010 5,784,848 4,392,404
Equity securities 2,165,192 1,526,297 1,607,551
Debt securities 5,328,741 4,501,699 4,203,328
Unit and real estate investment trusts 77,530 61,687 58,835
Loans 2,196,905 2,102,899 2,004,899
Deposits with financial institutions 306,316 280,917 351,280
Offshore private equities securities 148,016 108,173 98,643
Offshore mutual funds 30,192 23,616 22,043
Other investments 375,396 393,483 754,808
16,743,298 14,783,619 13,493,791
The Company's investments are summarised by categories as follows:
Available-for-Sale ("AFS") 3,484,723 2,979,032 2,503,574
Fair value through profit or loss ("FVTPL") 10,755,354 9,420,771 8,634,038
Loans and receivables ("LAR") 2,503,221 2,383,816 2,356,179
16,743,298 14,783,619 13,493,791
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

6. INVESTMENTS (CONT'D.)

Of which, the following investments mature after 12 months:

AFS
FVTPL
LAR

(& AFS

Fair value
Equity securities:
Quoted in Malaysia
- Investment-linked funds
- Shares in corporations*
Unquoted in Malaysia

Unit and real estate investment trusts
MGS
Debt securities:

Malaysian government guaranteed bonds
Unquoted in Malaysia

31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
3,272,981 2,721,331 2,195,367
8,044,891 7,186,082 5,885,501
1,252,035 1,233,839 1,104,444
12,569,907 11,141,251 9,185,312
109,657 70,737 92,246
10,095 9,005 8,755
53,679 30,625 57,739
45,883 31,107 25,752
5,900 3,816 2,680
2,007,577 1,691,156 1,276,882
1,361,589 1,213,323 1,131,766
349,785 205,526 192,949
1,011,804 1,007,797 938,817
3,484,723 2,979,032 2,503,574

*  Unit trusts and equity securities of corporations are stated net of impairment losses of

RM6,850,096 (2011: RM6,850,096).

The impairment of shares is as a result of significant or prolonged decline in the fair value of

these investments below their cost.
(b) FVTPL

Fair value
Designated upon initial recognition
Equity securities:
Quoted in Malaysia
- Shares in corporations*
Unquoted in Malaysia

MGS
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2,053,058 1,453,083 1,512,828
1,876,382 1,334,985 1,415,058

176,676 118,098 97,770
4,107,433 4,093,692 3,115,522
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6.

INVESTMENTS (CONT'D.)

(b) FVTPL

(c)

Fair value
Designated upon initial recognition
Debt securities:

Malaysian government guaranteed bonds

Unquoted in Malaysia
Offshore private equity securities
Unit and real estate investment trusts
Offshore mutual funds
Other investments

Cost
Unquoted equity securities in Malaysia

LAR

Amortised cost *

Loans

Policy loans

Mortgage loans**

Staff loans

Unsecured corporate loans
Malaysian government loans

Deposits with financial institutions

carrying amount.

31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
3,967,152 3,288,376 3,071,562
1,471,483 885,856 798,930
2,495,669 2,402,520 2,272,632
148,016 108,173 98,643
71,630 57,871 56,155
30,192 23,616 22,043
375,396 393,483 754,808
2,477 2,477 2,477
10,755,354 9,420,771 8,634,038
2,196,905 2,102,899 2,004,899
1,037,309 977,676 917,589
780,833 745,015 706,864
22,531 24,309 24,862
6,232 5,899 5,584
350,000 350,000 350,000
306,316 280,917 351,280
2,503,221 2,383,816 2,356,179

The fair value derived by reference to market-equivalent interest rates approximates to the

**  Mortgage loans are stated net of impairment losses amounting to RM5,114,000 (2011:

RM1,935,000)
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

7. DEFERRED TAX LIABILITIES

2012 2011

RM'000 RM'000

At 1 January (203,126) (204,538)

Recognised in AFS reserve other comprehensive income (3,571) (5,052)
Recognised in asset revaluation reserve

Other comprehensive income (51) (54)

Insurance contract liabilities (Note 12(a)) (79) (83)

Recognised in statement of comprehensive income (33,672) 6,601

At 31 December (240,499) (203,126)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set-off current
tax assets against current tax liabilities and when the deferred income taxes relate to the same fiscal
authority. The net deferred tax assets shown in the statement of financial position are determined
after appropriate offsetting as follows:

Total
31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
Deferred tax assets 1,984 2,411 15,108
Deferred tax liabilities (242,483) (205,537) (219,646)

(240,499) (203,126) (204,538)
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

8. REINSURANCE ASSETS

Note

Reinsurance of insurance contracts 12

9. INSURANCE RECEIVABLES

Outstanding premium including amounts due from
agents, brokers and coinsurers
Due from reinsurers

Allowance for impairment

31.12.2012  31.12.2011 1.1.2011
RM'000 RM'000 RM'000
104,749 76,479 79,431

31.12.2012  31.12.2011 1.1.2011
RM'000 RM'000 RM'000
274,256 231,860 202,138

89,926 73,254 64,066
364,182 305,114 266,204
(11,548) (8,692) (10,838)
352,634 296,422 255,366

The carrying amounts disclosed above approximate fair value at the reporting date.

The increase in allowance of impairment of RM2,855,574 (2011: reversal of allowance of
RM2,146,169) during the year is recognised in statement of comprehensive income.

10. OTHER RECEIVABLES

Sundry receivables and prepayment
Interest, dividend and rent receivables
Deposits

Due from stockbrokers

Due from related companies

Allowance for impairment

80

31.12.2012  31.12.2011 1.1.2011
RM'000 RM'000 RM'000
50,327 24,156 16,571
147,363 135,542 103,124
6,285 6,014 5,641
1,578 2,018 3,548
1,216 3,689 725
206,769 171,419 129,609
(1,974) - -
204,795 171,419 129,609




17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

10. OTHER RECEIVABLES (CONT'D.)

11.

The carrying amounts disclosed above approximate fair value at the reporting date. All receivables
other than amount due from related companies are short-term in nature and are receivable within one
year.

Due from related companies are unsecured, interest-free and repayable on demand.

ASSET HELD FOR SALE

31.12.2012 31.12.2011 1.1.2011

RM'000 RM'000 RM'000

At 1 January 600 560 560
Fair value gain recognised in:

Statement of comprehensive income - 29 -

Other comprehensive income - 11 -

Reclassification to property and equipment (Note 4) (600) - -

At 31 December - 600 560

The asset held for sale has been reclassified back to property and equipment as the proposed
disposal of the leasehold property did not materialise.

81



c8

9e/'v29'TT (082°09) 9TG'G/9'TT  0.¥'219'2T (299°/9) ZET'0L9'CT  2S¥'L2E'vT (E0v'LL) G680V 'vT
€G6e'e - €Ge'e 128V - T28'Y - - - anlasal JuswAed paseq-aieys
100°E - L00°'E 1S6'S - 1S6'S 098't - 098't 9AI9sal UoNEN[eAS] 19SSY
G2Z'/10'T - G2¢Z'LTO'T 922902 - 9/2'90L 0St'808 - 0St'808 siapjoynun
0] 3|geingune anjeA 1asse 19N
€90'96 (822'01) T¥£'90T €69'TET (zvv'eT) SET'VIT ¥12'99T (6T2'12) €ey'/8T swirejd BuipueIsINo J0j UOISINOId
/TL'89T'T - LTL'89T'T 861699 - 86.'699 9TZ'cT - 9TZ'cT snjdins pajesojjeun
T.8'9¢e'6  (205'0%) €/8'0/€'6  GZ6'S60'TT (02Z'Sh) SYTTPT'TT  CTL'PEE'ST (¥81°99) 968'06€'ST sanljigel| [euenioy
000.NYd 000.NYd 000.AYd 000.AYd 000.AYd 000.NYd 000.NYd 000.NYd 000.NYd
19N QduerIiInsulegy SSO0I9 19N QdueInsuloy SS0J19 19N gdueIiInsulay SSO0l19
TT0Z'T'T TT0Z°2T'TE ZT02°2T'1E
:SMOJ|0] Sk pasAJeur Jaylin} ale SJUSWSAOW S)I pue Ssalljigel] 10B1U0D adurINSuUl 3}l YL
aoueinsul ajI7 (e)
v/8'98L'TT (TEV'6L) S0€'9T8'TT  +60'802'CT (6.1'97) €/G'v8.'2T  919'8vv'vT (67.'v0T) GOE'€GS' VT
8ET'CTT (159'82) 68.'01T ¥29'G6 (218'8T) TV vIT ¥9T'12T (ove'L2) 0TS'8tT @zt aoueINSUI [RIBUBD
9e/'v29'TT (082°09) 9TG'G/9'TT 0LP'219'¢T (299°29) ZET'0L9'CT  ¢SP'Lee'vT (S0v'LL) se8'vov'vT  (e)zt aoueInsul a1
000.NYd 000.NYd 000.AYd 000.AYd 000.NYd 000.NYd 000.NYd 000.NYd 000.NYd
19N 2oueINSUIBY SS049 19N 2oueINSUIdY SS0.I9 19N 2oueINSUIdyY SS049 910N
TT0Z'T'T TT0Z°2T'TE ZT02°2T'1E

S3ALLINGVIT LOVEHLINOD IONVANSNI CT

(eisAeley ul pareisodiooul)
avH4d349 3ONVINSNI ONI

d-,00.T



17007-P

ING INS

URANCE BERHAD

(Incorporated in Malaysia)

12. INSURANCE CONTRACT LIABILITIES (CONT'D.)

(@)

Life insurance (cont'd.)

At 1 January 2011

Movement due to changes in assumptions:
Mortality/Morbidity
Lapse/Surrender Rates
Expenses
Discount Rates
Others
Release in liabilities due to:
Death Claims
Lapse/Surrender Claims
Maturity Claims
Others
(Decrease)/increase in liabilities due to:
New policies issued during the year
Inforce policies
Changes in reinsurance assets
Unallocated Surplus
Net asset value attributable to unitholders
Creation of units
Cancellation of units
Asset revaluation reserve
Deferred tax effects (Note 7)
Share-based payment reserve
At 31 December 2011

83

With DPF  Without DPF Total
RM’000 RM’000 RM’000
9,212,687 2,412,049 11,624,736
(26,221) 4,514 (21,707)
52,821 1,661 54,482
35,549 (8,013) 27,536
657,704 53,340 711,044
55,526 (2,237) 53,289
(19,623) (3,705)  (23,328)
(91,556) (6,626)  (98,182)
(252,687) (2,960)  (255,647)
(71,226) (17,209)  (88,435)
(136,184) 242,064 105,880
1,248,809 88,325 1,337,134
(837) (6,045) (6,882)
(498,919) - (498,919)
- 16,453 16,453

- 139,965 139,965

- (467,367)  (467,367)

1,033 - 1,033
(83) - (83)
1,468 - 1,468
10,168,261 2,444,209 12,612,470




17007-P

ING INS

URANCE BERHAD

(Incorporated in Malaysia)

12. INSURANCE CONTRACT LIABILITIES (CONT'D.)

(@)

Life insurance (cont'd.)

At 1 January 2012

Movement due to changes in assumptions:
Mortality/Morbidity
Lapse/Surrender Rates
Expenses
Discount Rates
Others
Release in liabilities due to:
Death Claims
Lapse/Surrender Claims
Maturity Claims
Others
(Decrease)/increase in liabilities due to:
New policies issued during the year
Inforce policies
Changes in reinsurance assets
Unallocated Surplus
Net asset value attributable to unitholders
Creation of units
Cancellation of units
Asset revaluation reserve
Deferred tax effects (Note 7)
Share-based payment reserve
At 31 December 2012

84

With DPF  Without DPF Total
RM’000 RM’000 RM’000
10,168,261 2,444,209 12,612,470
- (25,405)  (25,405)

308 51 359
26,599 76,845 103,444
858,776 58,571 917,347
51,737 20,105 71,842
(23,622) 4,177)  (27,799)
(133,591) (14,166)  (147,757)
(180,994) (2,287)  (183,281)
(100,643) (22,890)  (123,533)
(63,747) 235,031 171,284
1,397,852 138,696 1,536,548
(4,388) (15,353)  (19,741)
(656,582) - (656,582)
- 41,258 41,258

- 228,880 228,880

- (167,964)  (167,964)

982 - 982

(79) - (79)
(4,821) - (4,821)
11,336,048 2,991,404 14,327,452
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

13. INSURANCE PAYABLES

31.12.2012 31.12.2011 1.1.2011

RM'000 RM'000 RM'000

Due to agents and intermediaries 716,779 569,008 437,421
Premium deposits 261,541 266,957 225,766
Due to reinsurers and cedants 161,341 122,900 99,835
1,139,661 958,865 763,022

The carrying amounts disclosed above approximate fair value at the reporting date. The maturity
profile of insurance payables is disclosed in Note 39(b).

14. OTHER PAYABLES

31.12.2012 31.12.2011 1.1.2011

RM'000 RM'000 RM'000

Due to related companies 1,233 2,941 5,440

Other payables 51,103 52,243 31,395

Accrued liabilities 59,354 60,654 54,035

Deposits 4,507 7,496 3,827
Due to ING Management Holdings (Malaysia) Sdn. Bhd.

Staff Gratuity Scheme (Note 16) 443 401 362

116,640 123,735 95,059

The carrying amounts disclosed above approximate fair value at the reporting date. All payables
other than amount due to related companies are short-term in nature and are payable within one
year. The amount due to related companies is unsecured, interest free and repayable on demand.

15. PROVISION FOR AGENTS' RETIREMENT BENEFITS

31.12.2012 31.12.2011 1.1.2011

RM'000 RM'000 RM'000

At 1 January 76,909 65,229 54,454
Provision for the year (Note 27) 21,032 22,944 19,519
Benefits paid during the year (10,257) (11,264) (8,744)
At 31 December 87,684 76,909 65,229
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

16. DUE TO ING MANAGEMENT HOLDINGS (MALAYSIA) SDN. BHD. STAFF GRATUITY
SCHEME

The Company makes contribution to a defined benefit plan that provides retirement benefits for
employees upon retirement. The ING Management Holdings (Malaysia) Sdn. Bhd. Staff Gratuity
Scheme ("the Scheme") was set up pursuant to a Trust Deed, dated 22 April 2004 between ING
Management Holdings (Malaysia) Sdn. Bhd., the Trustees, ING Insurance Berhad and ING
Employee Benefits Sdn. Bhd., effective from 1 January 2003. The Scheme was approved by the
Inland Revenue Board as a tax exempt retirement benefits scheme under Section 150 of Income Tax
Act 1967 effective from 1 January 2006.

Benefits can only be paid to employees on retirement at age 55 years or earlier as a result of ill-
health, on death-in-service and permanent emigration from Malaysia. If an employee leaves service,
the benefit will be transferred to the EPF. The benefit amount shall be determined based on a
proportion of the basic salary of an employee multiplied by the number of year of service less
accumulated contributions made by the Company to the EPF.

(i) Statement of financial position

The amounts recognised in the statement of financial position are determined as follows:

31.12.2012 31.12.2011 1.1.2011

RM'000 RM'000 RM'000

Present value of funded defined benefit 69,033 60,260 52,698
obligations

Fair value of plan assets (59,277) (58,925) (54,473)

Net unfunded/(funded) status 9,756 1,335 (1,775)

Unrecognised actuarial (losses)/gains (9,313) (934) 2,137

Net liability (Note 14) 443 401 362

The movement in the present value of the defined benefit obligations over the year is as follows:

31.12.2012 31.12.2011 1.1.2011

RM'000 RM'000 RM'000

At 1 January 60,260 52,698 49,910
Current service cost 5,143 4,629 4,082
Interest cost 3,275 3,056 3,023
Actuarial losses/(gains) 6,740 1,889 (61)
Benefits paid (6,385) (2,012) (4,256)
At 31 December 69,033 60,260 52,698
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

16. DUE TO ING MANAGEMENT HOLDINGS (MALAYSIA) SDN. BHD. STAFF GRATUITY

SCHEME (CONT'D.)

(i)

(i)

(iii)

Statement of financial position (cont'd.)

The movement of the fair value of the plan assets over the year is as follows:

31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
At 1 January 58,925 54,473 49,493
Expected return on plan assets 3,098 2,877 2,760
Actuarial (losses)/gains (1,638) (1,182) 2,266
Contribution by employer 5,277 4,769 4,210
Benefits paid (6,385) (2,012) (4,256)
At 31 December 59,277 58,925 54,473
Plan assets consist of the following assets, stated at their respective fair values:
31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
MGS 16,432 16,384 14,732
Equities - 11,873 15,891
Bonds 24,076 24,193 22,392
Others 18,769 6,475 1,458
59,277 58,925 54,473
Statement of comprehensive income
The amounts recognised in the statement of comprehensive income are as follows:
31.12.2012 31.12.2011
RM'000 RM'000
Current service cost 5,143 4,629
Interest cost 3,275 3,056
Expected return of plan assets (3,098) (2,877)
Total, included in Management expenses
(Note 28) 5,320 4,808

Actuarial assumptions

Principal actuarial assumptions used for the purposes of the
follows:

31.12.2012

% p.a

Discount rate 4.80
Price inflation 3.50
Salary inflation rate 6.00
Expected rate of return on plan assets n/a

actuarial valuations were as

31.12.2011
% p.a

5.60
3.50
6.00
5.25

1.1.2011
% p.a

6.00
3.50
6.00
5.25

The assumptions made for the expected rates of return on assets have been derived by
considering best estimates for the expected long-term real rates of return from the main asset

classes.
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

18. OPERATING REVENUE

19.

20.

Gross earned premium
Investment income (Note 20)

NET EARNED PREMIUMS

(&) Gross earned premium
Gross premium
Life
General

Change in unearned premiums provision

(b) Premiums ceded
Premium ceded
Life
General

Change in unearned premiums provision

Net earned premiums

INVESTMENT INCOME

AFS financial assets
Interest income
Gross dividends/distributions received
from investments quoted in Malaysia
Financial assets at FVTPL
Interest income
Gross dividends/distributions received
from investments quoted in Malaysia
Interest income on LAR
Rental income
Investment expenses
(Amortisation on premiums)/accretion of discounts, net
Others

90

Note

12(b)(ii)

12(b)(ii)

12(b)(ii)

12(b)(ii)

2012 2011
RM'000 RM'000
3,602,617 3,408,654
692,065 616,783
4384682 4,025,437
2012 2011
RM'000 RM'000
3,612,031 3,322,012
87,712 85,828
3,600,743 3,407,840
(7,126) 814
3,602,617 3,408,654
(315,348) (261,771)
(30,286) (28,023)
(345,634) (289,794)
2,240 1,671
(343,394) (288,123)
3,349,223 3,120,531
2012 2011
RM'000 RM'000
443,195 394,959
72,028 53,141
5,621 3,597
7,744 5,398
158,862 150,274
14,970 12,496
(8,272) (7,586)
(5,077) 1,723
2,994 2,781
692,065 616,783




17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

21.

22.

23.

REALISED GAINS AND LOSSES

Property and equipment
Realised gains

AFS financial assets
Realised gains:
Equity securities
- quoted in Malaysia
Unquoted debt securities in Malaysia

FVPTL (Designated upon initial recognition)
Realised gains:

Equity securities

- quoted in Malaysia

- unquoted outside Malaysia

Offshore private equity securities

Unquoted debt securities in Malaysia

Warrants

Offshore mutual funds

FAIR VALUE GAINS AND LOSSES

Investment properties (Note 5)
Owner-occupied buildings (Notes 4&11)
Change in fair value of FVTPL investments
Bad debts written off on LAR

Impairment losses on LAR

FEE AND COMMISSION INCOME

Policyholder administration

and investment management services
Surrender charges and other contract fee
Reinsurance outwards commission income
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2012 2011
RM'000 RM'000
409 462
4,885 10,901
24,571 11,261
29,456 22,162
59,277 130,266
3,029 1,152
357 1,180
31,226 21,511
5,118 1,311
1,711 1,185
100,718 156,605
130,583 179,229
2012 2011
RM'000 RM'000
1,030 2,870
1,895 2,746
191,454 15,457
(3,428) -
(3,179) (152)
187,772 20,921
2012 2011
RM'000 RM'000
6,938 6,716
395 280
30,527 23,224
37,860 30,220
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24. OTHER OPERATING EXPENSES, NET

Fund management charge

Agency incentive program_loyalty and performance benefits
Allowance/(writeback) for impairment

Sundry income

25. NET BENEFITS AND CLAIMS

Note
(a) Gross benefits and claims paid
Life insurance contracts
General insurance contracts 12(b)(i)
(b) Claims ceded to reinsurers
Life insurance contracts
General insurance contracts 12(b)(i)
26. CHANGES IN CONTRACT LIABILITIES
Note
(a) Gross change in contract liabilities
Life insurance contracts 12(a)
General insurance contracts 12(b)(i)
(b) Change in contract liabilities
ceded to reinsurers
Life insurance contracts 12(a)
General insurance contracts 12(b)(i)

27. COMMISSION AND AGENCY EXPENSES

Agency remuneration
Agents retirement benefits
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2012 2011
RM'000 RM'000
6,503 6,837
40,000 -
8,103 (1,103)
(1,749) (733)
52,857 5,001
2012 2011
RM'000 RM'000
1,731,907 1,922,954
34,765 31,428
1,766,672 1,954,382
(199,961) (140,780)
(10,187) (5,901)
(210,148) (146,681)
2012 2011
RM'000 RM'000
1,738,641 992,198
26,943 (25,534)
1,765,584 966,664
(19,741) (6,882)
(6,289) 11,505
(26,030) 4,623
2012 2011
RM'000 RM'000
471,649 495,492
21,032 22,944
492,681 518,436
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28. MANAGEMENT EXPENSES

2012 2011
RM'000 RM'000
Staff salaries 120,610 103,843
EPF 12,693 11,502
Staff gratuity cost (Note 16) 5,320 4,808
Staff benefits 2,090 9,825
Directors' remuneration: fees and other emoluments 445 384
Audit fees
- statutory 455 407
- others 185 (279)
Hire of equipment 1,619 1,976
Rental of offices 13,376 13,652
Depreciation of property and equipment 12,286 12,745
Amortisation of intangible assets 2,420 1,791
IGSF levies - (287)
Entertainment 1,938 2,032
EDP expenses 10,203 8,763
Advertising and promotion 27,648 26,879
Repair and maintenance 2,426 2,585
Training 4,113 5,212
Printing and stationery 4,194 4,021
Electricity and water 3,977 4,055
Telephone and postages 11,150 10,004
Legal and consultancy fees 423 26
Outsourcing fees 33,590 34,165
Other expenses 65,489 56,559
336,650 314,768
Directors' and CEO's remuneration:
Executive Director/CEO remuneration, included in staff salaries:
Salaries 1,656 1,430
Bonuses - 791
Benefits-in-kind 376 777
Other emoluments 76 55
2,108 3,053
Non-executive Directors
Fees 381 322
Other emoluments 64 62
445 384
Total directors' and CEQO's remuneration 2,553 3,437

The above reflects the emoluments of the non-executive Directors in their capacity as Directors.

Other emoluments of RM1,800,000 (2011: nil), not included in the above, were paid to the
independent non-executive Directors during the year by ING Management Holdings (Malaysia) Sdn.
Bhd. and is not included in the Company's profit or loss for the year.
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29. TAXATION
General business and
shareholder's fund
2012 2011
RM'000 RM'000
Income tax:
- Provision for the year 13,874 77,792
- (Over)/under provision of tax expense in prior years (8,203) 2,105
5,671 79,897
Deferred tax:
- Relating to origination of temporary differences 16,970 (12,058)
22,641 67,839

The domestic income tax for the shareholder's fund and general fund are calculated based on the
corporate tax rate of 25% (2011: 25%) of the estimated distributable income and non-distributable
income for the financial year.

The reconciliation of income tax expenses applicable to profit/surplus before taxation at the statutory
income tax rate to corporate tax expense at the effective income tax rate of the Company is as

follows:
2012 2011
RM'000 RM'000
Profit before taxation 147,547 288,884
Taxation at Malaysian statutory tax rate of 25% 36,887 72,221
Income not subject to tax - (23)
Expenses not deductible for tax purposes 787 704
(Over)/under provision of income tax expense in prior years (8,203) 2,105
Set-off for tax charged on surplus transferred to shaholder's fund (6,830) (7,168)
Tax expense for the year 22,641 67,839

The taxation charge on the life fund and investment linked funds are based on the method prescribed
under the Income Tax Act, 1967 for life business, where the income tax on the life fund is calculated
at 8% of the estimated assessable investment income for the financial year.

Life fund and
investment linked fund

2012 2011
RM'000 RM'000
Income tax:
- Provision for the year 57,202 56,130
- Over/(under) provision of tax expense in prior years (2,214) 20
54,988 56,150
Deferred tax:
- Relating to origination of temporary differences 16,702 5,457
Taxation of life insurance fund (Note 42) 71,690 61,607
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29.

30.

31.

TAXATION (CONT'D.)

Prior to the year of assessment 2008, Malaysian companies adopted the full imputation system. In
accordance with the Finance Act 2007 which was gazetted on 28 December 2007, companies shall
not be entitled to deduct tax on dividend paid, credited or distributed to its shareholders, and such
dividends will be exempted from tax in the hands of the shareholders ("single tier system"). However,
there is a transitional period of six years, expiring on 31 December 2013, to allow companies to pay
franked dividends to their shareholders under limited circumstances. Companies also have an
irrevocable option to disregard the Section 108 balance and opt to pay dividends under the single tier
system. The change in the tax legislation also provides for the Section 108 balance to be locked-in
as at 31 December 2007 in accordance with Section 39 of the Finance Act 2007.

The Company did not elect for the irrevocable option to disregard the Section 108 balance.
Accordingly, during the transitional period, the Company may utilise the credit in the Section 108
balance as at 31 December 2012 to distribute cash dividend payments to ordinary shareholdings as
defined under the Finance Act 2007. As at 31 December 2012, the Company had sufficient credit in
the Section 108 balance to pay franked dividends amounting to RM206,423,000 (2011:
RM206,423,000) out of its distributable retained earnings. If the balance of the distributable retained
earnings of RM842,298,000 (2011: RM779,983,000) were to be distributed as dividends, the
Company may distribute such dividends under the single tier system.

EARNINGS PER SHARE

Basic earnings per ordinary share of the Company is calculated based on the net profit for the year
over the number of ordinary shares in issue during the financial year.

2012 2011

RM'000 RM'000

Net profit for the year 124,906 221,045
Ordinary shares in issue during the year 140,000 140,000
Basic earnings per share (sen) 89.2 157.9

The Company has no potential dilutive ordinary shares in issue as at reporting date and therefore,
diluted earnings per share has not been presented.

DIVIDENDS
Dividend in respect Dividend recognised
of year in year
2012 2011 2012 2011
RM'000 RM'000 RM'000 RM'000
Interim dividends paid during the year :
- dividend of 133% less tax of 25% - 139,650 - 139,650
Dividend per share (sen) net - 99.75
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32.

33.

34.

BANK GUARANTEES - UNSECURED

At 31 December 2012, the Company had outstanding bank guarantees issued by third party financial

institutions in the normal course of business totalling RM1,692,188 (2011: RM1,701,188).

CAPITAL COMMITMENTS

31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
Authorised and contracted for:

Property and equipment 5,719 14,932 5,373
Investments 99,596 42,850 58,090
105,315 57,781 63,463

Authorised but not contracted for:
Property and equipment 1,081 13,220 550
1,081 13,220 550
Total capital commitments 106,396 71,001 64,013

OPERATING LEASE ARRANGEMENTS

(&8 The Company as lessee

The Company has entered into operating lease agreements for the use of buildings, computers

and printers. These leases have 3 years lease terms.

The future aggregate minimum lease payments under operating leases contracted for as at the

reporting date but not recognised as liabilities, are as follows:

31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000

Future minimum rental payments:
Not later than 1 year 15,788 14,786 15,538
Later than 1 year 31,085 9,288 49,824
46,873 24,074 65,362

The lease payments recognised in the statement of comprehensive income during the financial

year are disclosed in Note 28.

(b) The Company as lessor

The Company has entered into operating lease agreements on its investment property portfolio
and certain self-occupied properties. These leases have remaining lease terms between 1 to 5
years. These leases generally include a clause to enable revision of rental charges upon expiry
of the initial terms based on prevailing market rates. Certain leases include contingent rental

arrangements computed on sales or profits achieved by tenants.

96



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

34. OPERATING LEASE ARRANGEMENTS (CONT'D.)

(b) The Company as lessor (cont'd.)

The future minimum lease payments receivable under operating leases contracted for as at the
reporting date but not recognised as receivables, are as follows:

Not later than 1 year
Later than 1 year

31.12.2012 31.12.2011 1.1.2011
RM'000 RM'000 RM'000
22,847 18,979 14,890
23,605 16,102 9,045
46,452 35,081 23,935

Rental income recognised in statement of comprehensive income during the financial year are

described in Note 20.

35. CASH FLOWS FROM OPERATING ACTIVITIES

Surplus for the year

Investment income

Realised gains recorded in profit or loss
Fair value losses recorded in profit or loss
Increase in LAR

Non-cash items:

Depreciation of property and equipment

Gain on disposal of property and equipment

Property and equipment written off

Amortisation on premium/(accretion of discounts), net
Amortisation of intangible assets

Impairment allowance/(reversal of impairment allowance)

Bad debts written off

Changes in assets and liabilities:
(Increase)/decrease in reinsurance assets
Increase in insurance receivables
Decrease/(increase) in other receivables
Increase in insurance contract liabilities
Increase in provision for retirement gratuity
Increase in share based payment

Increase in insurance payables

Increase in other payables

Cash generated from operating activities
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2012 2011
RM'000 RM'000
219,237 350,491
(697,142) (615,060)
(130,174) (178,767)
(187,772) (20,921)
(125,680) (27,493)
12,286 12,745
(409) (462)

7 12

5,077 (1,723)
2,420 1,791
5,030 (2,146)
3,027 1,043
(28,270) 2,952
(64,270) (39,953)
96,047 (13,895)
1,767,886 967,317
5,422 4,880

- 1,361

180,796 195,843
3,681 40,074
1,067,199 678,089
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36. RELATED PARTY DISCLOSURES

(@) In addition to the transactions detailed elsewhere in the financial statements, the Company had
the following transactions with related parties during the year:

2012 2011
RM'000 RM'000
Expense/(income):
Former intermediate holding company/ultimate holding company:
Management fees paid:
- ING Insurance International B. V., Netherlands 8,900 7,181
- ING Asia Pacific Ltd., Hong Kong 14,052 14,663
IT infrastructure services
- ING Insurance International B. V., Netherlands 513 -
Fellow subsidiaries/former fellow subsidiaries:
Claims administration fees paid
- ING Employee Benefits Sdn Bhd 44,638 45,416
Reinsurance arrangement
- ING Re (Netherlands) N. V. (336) -
- ING Employee Benefit - Global Network (495) -
Fund management fee
- ING Funds Bhd 160 738
Management fees received
- ING Employee Benefits Sdn Bhd (1,932) (1,427)
- ING Funds Bhd (364) (186)
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36. RELATED PARTY DISCLOSURES (CONT'D.)

(a) In addition to the transactions detailed elsewhere in the financial statements, the Company had
the following transactions with related parties during the year (cont'd.):

2012 2011
RM'000 RM'000
Expense/(income): (cont'd.)
Fellow subsidiaries/former fellow subsidiary: (cont'd.)
Rental income received
- ING Employee Benefits Sdn Bhd (656) (656)
- ING Funds Bhd (479) (465)
- ING Corporate Advisory (M) Sdn Bhd (89) (89)
- Tacorp Holdings Sdn Bhd (19) (19)
- ING PUBLIC Takaful Ehsan Bhd (302) (213)
Insurance premium received
- ING Employee Benefits Sdn Bhd (29) (32)
- Mandema and Partners B. V. 176 -
Professional fee
- ING Real Estate Investment Management
(Singapore) Pte Ltd - 1,187
Outsourcing fees
- ING PUBLIC Takaful Ehsan Bhd (1,568) (1,240)
Rebates received from investment
- Pomona Asia Pacific Private Equity Fund (98) (96)
Private equity consultancy fee
- ING Investment Management Ltd 202 -
Disposal of Company's asset
- ING PUBLIC Takaful Ehsan Bhd @ -
Disposal of Company's motor vehicle
- Former Director (340)
- Former Employee (79) (398)
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36. RELATED PARTY DISCLOSURES (CONT'D.)

(b)

Compensation of key management personnel

The remuneration of directors and other members of key management during the year were as
follows:

2012 2011

RM'000 RM'000

Short-term employee benefits 7,860 9,740

EPF expenses 295 934

Benefits-in-kind 1,127 668

Other long-term benefits - 98

Share-based payment 52 835

Total 9,334 12,275
Included in the compensation of key management personnel are:

2012 2011

RM'000 RM'000

Directors' remuneration (Note 28) 2,553 3,437

Key management personnel are those persons having authority and responsibility for planning,
directing and controlling the activities of the Company. The key management personnel of the
Company includes the Directors, Chief Executive Officer, Chief Financial Officer and Senior
Management.

37. RISK MANAGEMENT OBJECTIVES AND POLICIES

(@)

Introduction

To ensure measured risk-taking throughout the organisation, the Company operates through a
comprehensive risk management framework. This ensures the identification, measurement and
control of risks at all levels of the organisation so that the Company’s financial strength is
safeguarded.

The mission of the Company'’s risk management function is to build a sustainable competitive
advantage by fully integrating risk management into daily business activities and strategic
planning. This mission is fully embedded in the Company’s business processes.

The following principles support this objective:

* Products and portfolios are structured, underwritten, priced, approved and managed
appropriately and compliance with internal and external rules and guidelines are monitored;

» The Company’s risk profile is transparent, managed to avoid surprises, and is consistent
with delegated authorities;
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37. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT'D.)

(@)

(b)

Introduction (cont'd.)

» Delegated authorities are consistent with the overall insurance strategy and risk appetite;
and

* Transparent communication to internal and external stakeholders on risk management and
value creation.

Risk governance

The Company’s risk management framework is based on the ‘three lines of defence’ concept
which ensures that risk is managed in line with the risk appetite as defined by the Executive
Board (and ratified by the Supervisory Board) and is cascaded throughout the Company. This
concept provides a clear allocation of responsibilities for the ownership and management of risk,
to avoid overlaps and/or gaps in risk governance. Business line management and the regional
and local managers have primary responsibility for the day-to-day management of risk and form
the first line of defence.

The risk management function, both at corporate and regional/local level, belongs to the second
line of defence and has the primary responsibility to align risk taking with strategic planning e.qg.
in limit setting. Risk managers in the business lines have a functional reporting line to the Chief
Risk Officer ("CRO") described below. The internal audit function provides an ongoing
independent (i.e. outside of the risk organisation) and objective assessment of the effectiveness
of internal controls, including financial and operational risk management and forms the third line
of defence.

(i) Risk management function
The risk management function is embedded in all levels of the Company organisation.
Chief Risk Officer

The CRO bears primary overall responsibility for the insurance risk management function.
The CRO is responsible for the management and control of risk on a consolidated level to
ensure that the Company’s insurance risk profile is consistent with its financial resources
and the risk appetite defined by the Executive Board. The CRO is also responsible for
establishing and maintaining a robust organisational basis for the management of risk
throughout the Company.
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37. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT'D.)
(b) Risk governance (cont'd.)

(i) Risk management function (cont'd.)

[ Chief Risk Officer J

Insurance Credit Risk Operational Risk Compliance
Risk Management Management Management Risk Management

Risk organisations

The organisation chart above illustrates the functional reporting lines within the Company
risk organisation. The risk organisation is structured independently from the business lines
and is organised as follows:

* Credit Risk Management is responsible for the credit risk management of the
Company;

» Insurance Risk Management is responsible for the insurance, market and liquidity risk
management of the Company;

* Operational Risk Management is responsible for the operational risk management of
the Company; and

» Compliance Risk Management is responsible for:
(i) supporting and advising management on fulfilling its compliance responsibilities;

(i) identifying, assessing, monitoring and reporting on the compliance risks faced by
the Company; and

(iii) advising employees on their (personal) compliance obligations.
The CRO is responsible for the harmonisation and standardisation of risk management

practices. The heads of these departments report to the CRO and bear direct responsibility
for risk (mitigating) decisions at the insurance level.
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37. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT'D.)

(b) Risk governance (cont'd.)

(i)

Risk management function (cont'd.)

Risk Committee

The risk committees described below are also part of the second line of defence. They act within
the overall risk policy and delegated authorities granted by the Company Executive Board and
have an advisory role to the CRO. To ensure a close link between the business lines and the
risk management function, the business line heads and the respective Risk Managers are
represented on each committee.

(i1)

Asset and Liability of the Company ("ALCO"): The investment risk of the Company is
controlled and monitored through the Asset Liability Management (“ALM") and Investment
committees, both at the local and regional levels. Investment policies and guidelines are set
out in the investment mandate, which is reviewed and approved by the local ALM committee
and approved by the regional ALM committee. The mandate is endorsed by the Company’s
Board of Directors.

The local ALM committee meets regularly to discuss on investment issues, which includes
compliance, asset allocation decisions, liabilities characteristics, liquidity needs, strategies
and risk-adjusted returns.

The Operational Risk Committee ("ORC") is established to identify, measure and monitor
the operational risks of the business unit with appropriate quality of coverage (granularity)
and to ensure that an appropriate management action is taken by the responsible line
managers at the appropriate level of granularity. The ORC is chaired by the CEO and the
objective is to steer the risk management activities of the first and second line of defense.

Risk policies

The Company has a framework of risk management policies, procedures and standards in
place to create consistency throughout the organisation, and to define minimum
requirements that are binding on all business units. The governance framework of the
business units aligns with the Company's framework and meets local (regulatory)
requirements. Senior management is responsible to ensure policies, procedures and
standards are implemented and adhered to. Employees globally have access to the Group’s
governance framework through an internal website. Policies, procedures and standards are
regularly reviewed and updated via the relevant risk committees to reflect changes in
markets, products and emerging best practices.
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37. RISK MANAGEMENT OBJECTIVES AND POLICIES (CONT'D.)

(c)

(d)

Policy implementation

To ensure robust non-financial risk management, the Company monitors the full implementation
of the Company'’s risk policies and minimum standards. The Company has to demonstrate that
appropriate steps have been taken to control their operational and compliance risk. The
Company applies scorecards to measure the quality of the internal control within a business unit.
Scoring is based on the ability to demonstrate that the required risk management processes are
in place and effective within the Company.

Capital management framework

The RBC Framework for the insurance industry came into effect on 1 January 2009. Under this
framework, the insurer has to maintain a capital adequacy level that is commensurate with its
risk profiles. The minimum capital requirement under the RBC regulated by Bank Negara
Malaysia is 130%.

Besides the RBC, the Company also measured its capital requirements based on the Group's
Economic Capital ("EC") requirements prior to 18th December 2012. EC is the amount of assets
that needs to be held in addition to the market value of liabilities to assure a non-negative
surplus at a 99.95% level of confidence on a 1 year time horizon.

For monitoring purpose, the Company has put in place a Capital Management Plan that outlines
the different target measures that has been set by the Company. This is to ensure that the
capital is adequate and efficiently managed.

38. INSURANCE RISK

(@)

Life insurance business

Insurance risk comprises of product pricing risks, reserving risks and underwriting risks resulting
from the pricing and acceptance of insurance contracts.

Product pricing and reserving risks arise with respect to the adequacy of insurance premium rate
levels, provisions with respect to insurance liabilities and solvency capital. This is taking into
consideration the supporting assets, changes in interest rates and developments in mortality,
morbidity, lapses and expenses as well as general market conditions. Specific attention is given
to the adequacy of provisioning. The Company believes that its insurance provisions are
adequate.

The Dynamic Solvency Test (Stress Test) is carried out regularly by the Appointed Actuary to
project and evaluate the impact of various changing economic and financial factors on the
financial position of the Company.
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38. INSURANCE RISK (CONT'D.)

(@)

Life insurance business (cont'd.)

Experience studies are carried out annually to monitor the actual experience of the Company
and the result of these studies are used to set assumptions used in the modelling of liabilities. If
actual experience differs from that expected, corrective actions may be undertaken if necessary.

Underwriting risks are inherent in the process whereby applications submitted for insurance
coverage are reviewed. The maximum underwriting exposure is limited through exclusions,
cover limits and reinsurance.

The Company'’s actuarial and underwriting risks are controlled at Company level together with
ING Group level input. The Corporate Actuarial division is responsible for monitoring the
adequacy of premium rate levels, provisions and solvency capital, taking into consideration the
supporting assets. The assumptions for pricing and risk management are controlled through a
stringent product approval process involving the Regional Office, the Company’s appointed
actuary and related Business Unit Heads.

In the RBC Framework, the life insurance liabilities risk capital charge aims to address the risk of
under-estimation of insurance liabilities and adverse claims experience, over and above the
amount of reserves already provided for at the 75% confidence level. It is computed by taking
the difference of liability cashflows computed based on the BNM stipulated risk margins with the
75% confidence level risk margins.

The table below shows the concentration of life insurance contract liabilities by type of contract.

Gross Reinsurance Net
RM'000 RM'000 RM'000

31.12.2012
Whole Life 8,663,690 (15,241) 8,648,449
Endowment 3,709,162 (527) 3,708,635
Term - mortgage 686,962 (9,262) 677,700
Term - others 46,354 (11,974) 34,380
Medical and health 272,035 (17,914) 254,121
Riders 12,693 (1,266) 11,427
Total life insurance 13,390,896 (56,184) 13,334,712

105



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

38. INSURANCE RISK (CONT'D.)
(a) Life insurance business (cont'd.)

The table below shows the concentration of life insurance contract liabilities by type of

contract.(cont'd.)

31.12.2011

Whole Life 7,062,419 (12,539) 7,049,880
Endowment 3,386,321 (313) 3,386,008
Term - mortgage 549,323 (6,075) 543,248
Term - others (39,503) (9,253) (48,756)
Medical and health 238,488 (16,080) 222,408
Riders (55,903) (960) (56,863)
Total life insurance 11,141,145 (45,220) 11,095,925
1.1.2011

Whole Life 5,808,885 (11,723) 5,797,162
Endowment 3,123,909 (165) 3,123,744
Term - mortgage 395,255 (4,032) 391,223
Term - others (95,585) (7,431) (103,016)
Medical and health 218,195 (16,151) 202,044
Riders (73,786) (1,000) (74,786)
Total life insurance 9,376,873 (40,502) 9,336,371

As all of business is derived from Malaysia, all life insurance contract liabilities are in Malaysia.

Key assumptions

Material judgement is required in determining the liabilities and in the choice of assumptions.
The assumptions in use are determined using statistical models based on the company’s actual
historical experience, the industry’s experience and reinsurer's experience as well as the
judgement of the appointed actuary. Assumptions are further evaluated on a regular basis in

order to ensure realistic and reasonable valuations.
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38. INSURANCE RISK (CONT'D.)

(a) Life insurance business (cont'd.)

The key assumptions to which the estimation of liabilities are particularly sensitive to are as

follows:

- Mortality rate : This reflects the Company’s future expected death.
- Lapse and Surrender rates : This reflects the Company’s future expected sustainability

experience.

- Discount rate : This reflects the Company'’s future expected return.

The assumptions that have a significant effect on the statement of financial position and
statement of comprehensive income of the Company are listed below by portfolio assumptions

impacting net liabilities.

Mortality rates (%)

2012
Type of business
Life Insurance
. 85% -
With DPF 100% of
contracts M9903®
Without DPF 60% -
100% of
contracts M9903®
Notes:

2011

85% -
100% of
M9903%
60% -
100% of
M9903%

Lapse and

2012

1.03% -
28%

0.5% -
45%

Surrender rates (%)

2011

1.03% -
28%

0.5% -
45%

Discount rate (%)

2012 2011

4.5% - 4.5% -
58w @  7.0% @

2.9% - 2.9% -
37%®  4.1%®

(1) Industry mortality and morbidity experience tables that were observed in Malaysia between year
1999 and 2003. The percentage applied will mainly vary according to age and gender of Life

Insured.

(2) The rates are based on company's expected yield on DPF funds.
(3) The rates are based on Malaysian Government Securities (MGS) yield as of 31
December 2011 and 31 December 2012.

107



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

38. INSURANCE RISK (CONT'D.)

(@)

(b)

Life insurance business (cont'd.)

Sensitivities

The analysis below is performed to quantify the impact of possible movements in key
assumptions with all other assumptions held constant. The impact is shown on gross and net
liabilities. The correlation of assumptions will have a significant effect in determining the ultimate
liabilities, but to demonstrate the impact due to changes in assumptions, assumptions are
changed on an individual basis. It should be noted that movements in these assumptions are
non-linear. Sensitivity information will also vary according to the current economic assumptions.

Impact on Impact
Change in gross on net
assumptions liabilities liabilities
% RM’000 RM’000
Increase/(decrease):
Life insurance business
2012
Mortality/morbidity +10 226,744 226,648
Lapse and surrender rates -10 108,307 108,266
Discount rate -100 bps 252,639 252,572
2011
Mortality/morbidity +10 214,247 214,247
Lapse and surrender rates -10 48,533 48,533
Discount rate -100 bps 207,487 207,487

General insurance

The table below sets out the concentration of general insurance contract liabilities by type of

contract.
Gross Reinsurance Net
RM’000 RM’000 RM’000
31.12.2012
Motor 88,545 (711) 87,834
Fire 20,668 (10,329) 10,339
Marine cargo, aviation cargo & transit 38 - 38
Personal accident 33,900 (15,776) 18,124
Miscellaneous 5,359 (530) 4,829
148,510 (27,346) 121,164
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38. INSURANCE RISK (CONT'D.)

(b) General insurance (cont'd.)

Gross Reinsurance Net
RM’000 RM’000 RM’000
31.12.2011
Motor 71,832 (3,640) 68,192
Fire 18,117 (8,019) 10,098
Marine cargo, aviation cargo & transit 55 (13) 42
Personal accident 15,396 (2,814) 12,582
Miscellaneous 9,041 (4,331) 4,710
114,441 (18,817) 95,624
1.1.2011
Motor 80,366 (1,185) 79,181
Fire 25,592 (12,434) 13,158
Marine cargo, aviation cargo & transit 112 (15) 97
Personal accident 25,191 (10,575) 14,616
Miscellaneous 9,528 (4,442) 5,086
140,789 (28,651) 112,138

Key assumptions

The principal assumptions underlying the estimation of liabilities is that the Company’s future
claims development will follow a pattern similar to past claims development experience. This
includes assumptions in respect of average claim costs, claim handling costs, claim inflation
factors and average number of claims for each accident year.

Additional qualitative judgments are used to assess the extent to which past trends may not
apply in the future, for example, isolated occurrence, changes in market factors such as public
attitude to claiming, economic conditions, as well as internal factors, such as, portfolio mix,
policy conditions and claims handling procedures. Judgment is further used to assess the extent
to which external factors, such as, judicial decisions and government legislation affect the
estimates.

Other key circumstances affecting the reliability of assumptions include variation in interest
rates, delays in settlement and changes in foreign currency rates.

Sensitivities

The general insurance claim liabilities are sensitive to the key assumptions shown below. It has
not been possible to quantify the sensitivity of certain assumptions, such as, legislative changes
or uncertainty in the estimation process.

The following analysis is performed for reasonably possible movements in key assumptions with
all other assumptions held constant, showing the impact on gross and net liabilities. The
correlation of assumptions will have a significant effect in determining the ultimate claims
liabilities, but to demonstrate the impact due to changes in assumptions, assumptions had to be
changed on an individual basis. It should be noted that movements in these assumptions are
non-linear.
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38. INSURANCE RISK (CONT'D.)
(b) General insurance (cont'd.)

Sensitivities (cont'd.)

Impact on Impact on Impact on Impact on
Change in gross net profit equity
assumptions liabilities liabilities before tax
% RM’000 RM’000 RM’000 RM’000
Increase/(decrease)
2012
Average claim cost +10% 926 998 (998) (749)
2011
Average claim cost +10% 2,319 1,630 (1,630) (1,223)

Claims development table

The following tables show the estimate of cumulative incurred claims, including both claims
notified and IBNR for each successive accident year at each reporting date, together with

cumulative payments to-date.

In setting provisions for claims, the Company gives consideration to the probability and
magnitude of future experience being more adverse than assumed and exercises a degree of
caution in setting reserves when there is considerable uncertainty. In general, the uncertainty
associated with the ultimate claims experience in an accident year is greatest when the accident
year is at an early stage of development and the margin necessary to provide the necessary
confidence in adequacy of provision is relatively at its highest. As claims develop and the
ultimate cost of claims becomes more certain, the relative level of margin maintained should

decrease.
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17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

39. FINANCIAL RISKS

(@)

Credit risk

Credit risk, which arises from lending, investing and insurance activities, is the risk of loss
arising from the default by a debtor or counterparty.

Under the RBC Framework, the credit risk capital charge aims to mitigate risks of losses
resulting from asset defaults, related losses of income and the inability or unwillingness of a
counterparty to fully meet its contractual financial obligations. The risk charge differs by asset
group/ratings multiplied by the exposure amount (i.e. asset value).

Investment Assets

Risk is controlled via the diversification requirement for single issuer, single borrower group,
credit rating and sectors, where there are maximum limits assigned to each factor. In addition,
there is a strict credit evaluation policy in place. The credit evaluation policy includes detailed
qualitative and financial credit analysis. The analysis will include, but is not limited to, a
discussion of the business and how it works, market share projections, competitors and barriers
to entry, quality of management, and any regulatory or legal issues as well as the issuer’s ability
to service and repay its obligations.

Each issuer will be assigned an internal risk rating as defined by the Company internal risk
rating system. An annual review will be done for all credit ratings to determine whether a
downgrade in the risk rating is necessary, and recommendations are reviewed by the Chief
Investment Officer ("CIO").

High risk assets will be reviewed on a monthly basis to determine the requirement for
impairment allowance. The outstanding debt and suspense balance will be written off when
there is no prospect of recovering the principal.

Reinsurance Arrangements

Reinsurance is placed with counterparties that have a good credit rating and concentration of
risk is avoided by following policy guidelines in respect of counterparties' limits that are set each
year. The creditworthiness of reinsurers is assessed on an annual basis by reviewing their
financial strength through published credit ratings and other publicly available financial
information.

Insurance Receivables

The credit risk in respect of life insurance receivables is incurred on non-payment of premiums
or contributions and will only persist during the grace period specified in the policy document or
trust deed until expiry, when the policy is either paid up or terminated. To mitigate the credit risk
of policy loans, the maximum loan amount is capped at 80% of the guaranteed surrender value.

General insurance receivables comprise of amounts due from agents, brokers and other
intermediaries. The risk arises where these parties collect premiums from customers to be paid
to the Company. The credit risk from these receivables are mitigated with a focus on day-to-day
monitoring of the outstanding position by the credit control staff. There are guidelines and
regulations in setting the allowable period for recoveries as well as in evaluating intermediaries
before their appointment.
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

39. FINANCIAL RISKS (CONT'D.)

(@)

Credit risk (cont'd.)

Loans

The mortgage loans in the company's portfolio are generally secured by collateral with the
outstanding loan amount against the security value at an average of 63%. The maximum loan-to-
value ratio should not in excess of 90% of the security value. The company's secured
government loan is guaranteed by the government in which the credit risk exposure is very
minimal.

Investment-linked financial assets

The Company also issues investment-linked policies. In the investment-linked business, the
policyholder bears the investment risk on the assets held in the investment-linked funds, as the
policy benefits are directly linked to the value of the assets in the fund. Therefore, the Company
has no material credit risk on investment-linked financial assets.

The following tables show the maximum exposure to credit risk for the components of the
statement of financial position and items such as future commitments. The maximum exposure
is shown at gross, before the effect of mitigation through the use of master netting or collateral
agreements.

Insurance and Investment-

shareholders’ linked
funds funds Total
RM’000 RM’000 RM’000
31.12.2012
LAR:
Loans 2,188,905 8,000 2,196,905
Deposits with financial institutions 277,412 28,904 306,316
AFS financial assets:
Malaysian government securities 2,007,577 - 2,007,577
Debt securities 1,361,589 - 1,361,589
Financial assets at FVTPL:
Malaysian government securities 4,088,236 19,197 4,107,433
Debt securities 3,841,866 125,286 3,967,152
Other investments - 375,396 375,396
Reinsurance assets 104,749 - 104,749
Insurance receivables 352,634 - 352,634
Other receivables 199,112 5,683 204,795
Cash and bank balances 106,450 4,768 111,218
14,528,530 567,234 15,095,764

118



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

39. FINANCIAL RISKS (CONT'D.)

(a) Creditrisk (cont'd.)

31.12.2011
LAR:
Loans
Deposits with financial institutions
AFS financial assets:
Malaysian government securities
Debt securities
Financial assets at FVTPL:
Malaysian government securities
Debt securities
Other investments
Reinsurance assets
Insurance receivables
Other receivables
Cash and bank balances

1.1.2011
LAR:
Loans
Deposits with financial institutions
AFS financial assets:
Malaysian government securities
Debt securities
Financial assets at FVTPL:
Malaysian government securities
Debt securities
Other investments
Reinsurance assets
Insurance receivables
Other receivables
Cash and bank balances

119

Insurance and Investment-

shareholders’ linked
funds funds Total
RM’000 RM’000 RM’000
2,094,899 8,000 2,102,899
264,816 16,101 280,917
1,691,156 - 1,691,156
1,213,323 - 1,213,323
4,064,048 29,644 4,093,692
3,226,251 62,125 3,288,376
- 393,483 393,483
76,479 - 76,479
296,422 - 296,422
169,366 2,053 171,419
123,789 2,145 125,934
13,220,549 513,551 13,734,100
1,996,899 8,000 2,004,899
335,179 16,101 351,280
1,276,882 - 1,276,882
1,131,766 - 1,131,766
3,098,768 16,754 3,115,522
3,030,194 41,368 3,071,562
- 754,808 754,808
79,431 - 79,431
255,366 - 255,366
128,508 1,101 129,609
173,925 2,741 176,666
11,506,918 840,873 12,347,791




%000
%T.L0
%691
%S0 TT
%EL 0T
%.1°6
%5999

Sa111IN23s
1gsp [el0]
J0 % B SY

TTOCTT

096'T9T't

L0S'6C
8S¥'0L
8T6'65Y
00t ‘9t
8v9'18¢
620'vL.L'C

000.Nd

%000
%ECT
%cCS'v
%001
%0501
%99°CT
%019

Sa111IN23s
1gsp [el0]
J0 % B SY

TT0CCT'TE

v.G'6EV'Y

00S'tS
€T.'002
26L'vry
v.1'99t1
920'29S
69E'TTLC

000.Nd

%.1°0
%810
%6.°G
%0€°€
%1 0T
%ICET
%899

San1INoas
1g9p [el0])
JO0 % e SY

¢T0C¢T'1E

0cT

vSt'€02'S

806'8
9¥8've
9€2'10€
SLYV'TLT
600°€ES
6TC'/89
19.'9.¥'E

000.Nd

Buiysi4 pue Ansaio- ‘ainnouby
Bulnioejnuep
uonoNIISU0)D
suonesunwwo) pue abelois ‘uodsuel |
S92IAIBS 1810 pue 'IN0D
la1e M\ pue se9 ‘Alou0ae|g
S92INISS SSsauisng pue
a1e1s [eay ‘@ouelinsu| ‘edueulH

101093

punj s

Sa1111N23s 199

"uonNqLISIp [el032as Ag SenNdss 1gap woly Buisie S 1PaJd JO uoiresjuaduod ay) Jussald sajgel Buimojjoy ay L

uonINQIASIP [B10108S AQ XSH 11PaJd JO UOIIBIIUSIUOD

(‘P.AUOD) YSU UpaID

(e)

('A.LNOD) SYMSIY TVIONVYNIL "6€

(eisAefeN ul paresodioou))

avH4d34d 30NvdN

SNI ONI

d-20041



89E'TY
%S6°T 808
%629 209'c
%60°S 90T'C
%888 2l9'e
%TO'ET 08¢’
%8.L° 79 008‘9¢
Sa111IN23s
1gsp [el0]

JO % € SV 000.Nd

TT0C¢TT

G2T'29
%8E°6 0€8'S
%¥V0°CT 8/¥'L
%10°€ 698°'T
%E6°S /89°E
%T1S' T TOE'eT
%ET 8V 006'6¢
Sa111IN23s
1gsp [el0]

JO % e SV 000.Nd

T10C°¢T'1E

Tt

98¢'GCT

%.6°E 0,6V
LA 218'c
%VSa'¢ 88T'E
%V6°¢ 289'c
%CT LT 2Sv'1e
%8T'T.L 28T1'68
San1INoas

1g9p [el0]

JO % & SV 000.Nd

¢10¢’¢1'1€E

Bunnioejnuep
uonoNSU0D
suoneIIuNWWo)D
pue abelo)s ‘uUodsuel |
S92IAIBS JBYI0 pPUB IN0D
121\ pue se9 ‘A11o1109|3
S92IAIBS
ssaulsng pue aie)s] [eay
‘goueINsU| ‘aaueuld

101085
punj pa)ul] JuswilsaAu|
(‘pau0o2) ysunupaid (e)

('A.LNOD) SYMSIY TVIONVYNIL "6€

(eisAefeN ul paresodioou))
AvHY39 IONVHNSNI ONI

d-20041



44"

98S'EEV' YT TSS'T9S YIT'S €.9'€8 9/8°€02'0T - CLEBLS'E

8TC'TTT 89.'v - - LEB - €T9'S0T

96€£'G.LE 96£°G.LE - - - - -

ZST'/96'c 982'SeT - - 9EY'OvY9‘'T - 0EY‘102'C

€er'/0T'Y L6T'6T - - 9€¢'880'v - -

685'T9E'T - - - 2.9'99¢ - LT6'766

11G'200'C - - - L15'200C - -

9TE'90¢€ ¥06'8¢ - - - - AN VK4

G0696T'C 0008 YIT'S €.9°c8 8TT'o0T'c - -

000.Nd 000.NY 000.NY 000.Nd 000.NY 000.Nd 000.Nd
(V-vvv)

pairedwi  pairedwi ape.b
[exo] punj paxul]  pue j0U INq pael juawinsanul  apelb
JUBWISaAU|  anplsed anpised 10N -UoN JUBWISAAU|

palredwi Jou anp-ised JayliaN

saoueleq Mueq pue ysed
SIUBWISAAUI JBYIO
Sa1114N23s 1g8d
SanNoas juawulanoh ueisheren
1d1Ad Ye s1asse [eloueulH
Sa1114N23s 1g8d
sanuNoas juawulanoh ueisheren
:S1asse [eloueul) SHY
suonnyisul [erdueul yum ysodag
sueoT
vl
ZT0TeT1E

saouele( Yueq pue yseo pue sjuswisanu| (1)

‘saipediaiunod Jjo sbunes upaso sAuedwo) ay) 01 Buipiodde siasse Buikisse|d Ag Auedwo) ay) Jo ainsodxa ysi 1palo ay Buiprebal uorrewlojul sapinoid mojaq ajgel syl

Buneu 11pato Aq ainsodxa 1pal)d

(‘pu09) s upald (e)
(‘A.LNOD) SYSIY IVIONVYNIH '6€

(e1sAere ul paresodioouy)
avH4d349 IONVHNSNI ONI

d-/00.LT



€cT

G8E'e88'TT  £.T'678 €8T 169'20T  ISE'TIV'. - /8E'8TS'E
999°9/T TvL'C - - 822'T - /697CLT
808'VS. 808G/ - - - - -
29G‘TL0'E  89E'TY - - 9z2.'8€6 - 891'160°C
22S'STT'S  ¥S.'9T - - 89/'860'c - -
99/'TET'T - - - o9vEVLT - 0zv'LS6
288'9/2'T - - - 288'9.2'T - -
08Z'TSE 20s'se - - 9/6'8C - 208962
668‘700‘'C  000'8 €8.'T 169'20T  S2v'Z68'T - -
08L'68T'ST _ 86¥'TTS GE6'T 199'T6 6..'ve8's - T06'6GL°E
v€6°G2ZT SYT'e - - 8/9 - TIT'€CT
£81'c6E £817'€6E - - - - -
9/£'882'c  §2T‘Z9 - - 80G°'c/8 - €V.TGE'T
269's60'y  ¥¥9'6e - - 8v0'v90'y - -
€zeCTT'T - - - 828291 - G6Y'SY0'T
9GT'T69'T - - - 9GT'T69'T - -
116082 T0T'9T - - ¥92'92 - 266882
668'20T‘'C  000'8 GE6'T 199'T6 162'100'C - -
000.NY 000.NY 000.Nd 000N  000.NY 000.NY 000.WNY
(V-vvv)
[elo puny payul]  pajiedwi pajiedwi pajel ape.b
JUBWISAAU|  pue 10U Inq 10N jusuwnsanul  apelb
9Nnp ised o9np ised -UON JUSWIISBAU|

pairedwi Jou anp-ised JayliaN

saoueleq Mueq pue ysed
SIUBWISAAUI JBYIO
Sa1114N23s 1g8d
sanNoas juawulanoh ueisheren
1d1Ad Ye s1asse [eloueulH
Sa1114N23s 1g8d
sanNoas juawulanoh ueisheren
:S1asse [eloueul) SHY
suonnyisul [erdueul yum ysodag
sueoT
vl
1102 TT

saoueleq Mueq pue ysed
SIUBWISAAUI JBYIO
Sa1114N23s 1g8d
sanuNoas juawulanoh ueisheren
1d1A4 e s1asse [eloueulH
Sa1114N23s 1g8d
sanuNoas juawulanoh ueisheren
:S1asse [eloueul) SHY
suonnyisul [erdueul yum ysodag
sueoT
vl
TT0ZCTTE

(‘p.au02) sadueleq Mueq pue ysed pue sjuswisaaul (1)
(‘p,au02) Bunea 1pald Aq ainsodxa 3pald
(‘pu09) s upaltd (e)
('A.LNOD) SMSIH IVIONVYNIL "6€

(e1sAere ul paresodioouy)
avH4d349 IONVHNSNI ONI

d-/00.LT



144’

"S9|qeAI9dal JapUN paNISSe|d Jolgap Aue 0] pale|al XSU HPaJd JO UONBIIUS2U0D JUedYIUBIS OU SI 818y "3injeu Ul paindasun ale sa|jqeAladal ayl

"S19)04q pUe SI3INSUI-02 ‘SJUBI|D

1004Ip ‘saoueleq wabe pue swniwalid Buipueisino apnjoul asay] -,8|gedljddy 10N, Jopun palsseo ale ajge|ieAe 10U ale Bunel 1pald YoIiym 1e Sa|qeniassy

*laInsulai [enpIAIpul

ue Ag 10U pue ‘siseq 21SI|0Y e UO pPale|nofes sl 19sse asueinsulal YNg| se sisAjeue Buiel 1paId wiopad 0] ajgeonoeidw si )l ‘sjasse aoueinsuial 1o

9079 7.2 8€8'0T ¥28'09 22€'8Te 020°C T99'697
609'62T 14 A - - GLE'86 - €61'8¢ S3|qeAlsdal lsylo
99€'G5¢ - 8€8'0T ¥28'09 2,828 206 0£6'66 S3|qeAIsdal sourInsu|
TEV'6L - - - G10'L€ 8TT'T 8¢cC'TY S]asSe ajueinsulay
TT0C'T'T
(rA%74%°) €50°C 269'g 998'89 8G€'2re 6T2'T CET'T2T
6IV'TLT €502 - - G09'8eT - T9.'0€ S9|geAlsdal IBLYlO
2ev'aee - 269'g 99889 €80'G.T - T8L'EY S3|qeAIsdal sourInsu|
6.7'9. - - - 0.9'8¢ 61C'T 06591 Slasse ajueinsulay
TT0CCT'TE
8/1°299 €89'G 8VS'TT 0/9/8 GG/ 20¥ 661'T €20'€GT
G602 €89'G - - 89T°/9T - Yv6'1€ S8|qeAladal 18ylo
¥€9'2Se - 8YS'TT 0/9/8 09¢'v6T L0T 6¥0'65 S3|qeAIsdal sourInsu|
6v.'v0T - - - 12E'TY 26E'T 0€029 SlasSe ajueinsulay
2102°etT'1e
000.N 000.N 000.ANd  000.NYH 000.Nd 000.N 000.N
(@) (ag-vvv)
|e1o01 punj payul]  pasiredwi pasredwi s|gedndde  speub apeib
JUBWISSAU|  pue j0U InQ 10N JUBWISSAUL  JUSWISAAU|
anpi1sed anp ised -UON

paJredwi Jou anp-1sed JayllaN
Sa|geA1a0ay (1)

(*p.,)u02) Bunes upaso Aq ainsodxs Hpaud
(‘'PU02) s upald (e)
('A.LNOD) SYSIY TVIONVNIL "6€

(eisAefeN ul pajesodioou))
AvH4Y349 30ONVAINSNI ONI

d-2004T



Gqct

GTS'€9T 116'2E 1€9'vY GAT'TE 688'1S €Z8'C

¥28'09 8T.'0T 889'T¢ 0TE'Y G8Z'Te €28'C S8|geAladal soueInNsu|

169'20T 652'22 £76'2¢ G88'9¢ #09'0€ - sueo| Jjers pue abebuop

TT02'T'T

££5'09T G60'6E LIT'ZY 616'1C GGS'VS 181'C

998'89 6,12 €68'T¢ /86 167'TC 181'C S8|geAladal soueINsu|

/99'16 GYE'LT G82'0¢ €€6'0¢ ¥0T'€E - sueo| Jjers pue abebuop
TT02° 2T’ TE

SYE'TLT 609'/2 ¥51'€9 SyT'ee 999'05 69T'9

0,9'/8 80¥'9T 0v0'6% 206 TGT'ST 69T'9 S8|geAladal soueINsu|

€/9'c8 T02'TT YTL'YT €ve'ze GTS'SE - sueo| Jjers pue abebuop
Z102°2T'TE

000.A 000.A 000.A 000.AY 000.AY 000.AY

[e101 skep 08T < sAep 08T-T6 SAep 06-T9 SsAep 09-T1¢ sAep og >

paJredwi 10U 1ng anp-1sed S1asse [elourUlj JO SISA[eue aby

(‘P.AUOD) YSU UpaID

(e)

('A.LNOD) SMSIY TVIONVNIA 6€

(eisAefeN ul paresodioou))
AvHY39 IONVHNSNI ONI

d-20041



9T

sajoIyan pue saiuadoud ayy Jo ajn jeba SueO| Jjels paindas
saiuadoud ayy Jo ajn eba sueo| abebuon
SleJa1e||092 Jo sadA ] sueo| Jo adA ]

'SMOJ|0]} Sk aJe Ysl Upald arebniw 01 Auedwo) ayl Aq A1IN23S se pjay [ela1e||09 Jo sadAl urew ay |

"a|qeoljdde usym ‘uonenyen uswiredwi ue swiopad pue papasu Usym [eiale||0d [euoiippe sisanbal
‘leJa1e||00 3yl JO anjeA 19yJew ay] slojuow juswabeuely ‘sislswered uonenjeAa ayl pue [eiare(jod jo sadAl Jo Anjigeideosde syl Buiprebal
pajuswaldwi are sauleping *Auedislunod ayl Jo XS 1PaId 8yl JO JUsWSSasSe ue uo spuadap palinbai [eis1e|j0d Jo adA) pue junowe ayL

sueo|-[elare||0d

‘'sasuadxa Bunelado Jaylo ul paziubodal si Jeak ay) Buunp sajgeAladal adueinsul Jo Jusawredwi 10) 93UBMO||V x

269'8 8VS'TT GEG'T YTT'S Ieak jo pus 1y
(9vT'2) 9G8°'e ST 6.1'S «Jeak ayy 1oj (salanodal)/ebreyd 19N
8¢80T 269’8 €8.'T GE6'T Jeak Jo Buiuuibaq 1y
000.Nd 000.Nd 000.Nd 000.Nd
TT0Z ¢T0¢ TT0Z ¢T0¢

S9|geAIadal aduRINSU| sueo| Jyels pue abebrion

'SMOJ|0} SE aJe S]aSSe JO SaSSe|d 9say]
10} S9sS0| Juawlredwl 10} adueMOje 8yl JO UoNEIIDU0al V "000‘'8YS TTINY 10 Sa|geAlsdal asurInsul pue 000'tTT'SINY Jo sueo| abebuow
paJredwi are alay) ‘SajgeAladal 8dURINSUI pUB S3|GRAISI3] PUR SURO| JO JUSWISSASSE aAI193]|00 pue [enpIAIpUl Uo paseq ‘gT0g Jaquadaq TE IV

S1asse |eloueul) padiedw|
(‘PaU0D) MsuupaId (e)
('A.LNOD) SMSIY TVIONVNIA 6€

(eisAefeN ul paresodioou))
AvHY39 IONVHNSNI ONI

d-20041



LT

999'608'ST ¥¥S'¥18 750069 0/9'868'8 STV'6E0'C ¥92'6E6 15/'806 T96'8TS'T 999'608'ST
0v9'9TT 7609 - - - - - 9vS0TT 0v9'9TT
T996ET'T - SYS'v8Y 14" TET'TY €91°'08 02972 ¥G.'8SY T99'6ET'T
6GC'ELT'E 0S¥'808 - /8S28T'T GS56'G6¢ ¥88°'GS 801'88T V.6'T¥9 6GC'ELT'E
90T‘08E'TT - 605°'G0¢ GE6'GT/.'. 62E€'C0L'T L16'C08 6¢.'GY9 1/89°20¢€ 90T‘'08E'TT
vvl'6ev'1¢ 28.'728 089'T9T'E 00€'8T.'T ¢ZVE'C06'6 L.v'S6V'C [L6T'G/9'T 996'€G9'T ¥69'9TS'/T
8TC'TTT 89/ v - - - - - 0S1'90T 8TC'TTT
G6.'70¢ €89°G - - - - - ZT1'66T G6. ‘702
6. V0T - - - - - - 6. 'v0T 6. 'v0T
¥£9'25¢ - 99169 - - - 02.'/T 8¥1'G9¢ ¥€9'C5€
TSEVCO'ET 12¥'SlL GTT'EE6'T 8/2°'006 20ETY6'9 L08'C8S'T €28'676 66S'TVS ¥G€'GS.'0T
295°'eg9'e 706°'9¢€ TYS'er0’'T 281699 G00‘6¢9 1628y 8297 TS0C.T T22'€0S'e
GEV'86E'Y - 8GG'GTT 0v8‘8ST GEO'CEE'C 6TV'V98 920°€99 1SS'79¢ €2.L'v8r'e
000.Nd 000.INd 000.INd 000.INd 000.INd 000.INd 000.INd 000.INd 000.INd
[e101 punj paxui| arep slealk sleak sleak slealk Jleake anjea
JUBWISaAU|  Alunjew ON GT 419A0 GT—§ G—¢ ol § o1dn Builie)d

sanljigel| [e1oL

so|qeled Jay10

so|qefed aoueinsu|
4dd oY
4dd Yyim

:salljigel| 19.QU0D ddURINSU|

sjasse [e10 |
saouejeq yueq pue ysed
S8|eAIadal JaYyl0
sjasse aoueInsuley
S8|(eAladal aoueInsu|

Id1Nd

dvl

S4v
:s1@sse [eloueulq
¢102¢'¢T'1e

sajijoud Aunie

‘anp uaym sailjigel] 8say) 19aw 01 SluawWINIsul [elouruly Bulurejurew pue Bulyorew
Ul PBISaAUI aJe SLI0Y8 3|geJapISuod pue alnteu ul wial-buo] are AuedwoDd ayl Jo saniigel ayl jo Led abue| v suonebijqo [eioueuly SI 183w 0] oljojiiod yoes
uiyum paurejurew si Aupinbij Jo [9A8] UBIDIYNS B JeYl 0S ‘SMOJJIN0 pue SMOJUl Ysed [enjoe pue pajoaloid jo Buuoluow ayl ybnoiyl pabeuew si ysu Aupinbi

"Jauuew Ajawi e ul pue 1S0d ajgeuosesl e je
‘anp [fe) Asy1 uaym sanijigel] [elourUll S)I 198l Jouurd Auedwo) syl 1.yl sl eyl sI sl Aupinbi "uonoun; 0DV 8yl Jo uoisiAladns ay) Japun sjie) sl Aupinbiy

ysu Aupinbin

(Q)

(A.LNOD) SYSIY IVIONVYNIA 6€

(eisAeey ul parelodiooul)
AvHA34d FONVAINSNI ONI

d-,00.T



8¢t

€.T7'/98'CT 961'60L G99'Z6T'T 066'9T6'9 /2E'€/T'C 8G.'6V6 97/.'81S T2S'90V'T €.T'/98°ET sailjigel) [e1o L
Gel'eet 0¢6'C - - - - - GT18'0¢CT Ggel'eet sa|qeded Jay10
G98'8G6 - GS6'69€ ¢ST 129'Gy 6v8'v. vv.'69 8£G'86¢ G98'8G6 sa|qefed souelinsu|
¥0T'/8G°C 9/2'90. 688'cT6 LET'EET 269°'c8 TE€C'08 6/8'695 ¥0T'/8G'C 4dd INoYyum\
69v'/6T'0T - 0T.'228 6¥6'C00'9 €9G5'v68'T LTZ'16. Tv.'89¢ 68¢'/1¢ 691'/6T'0T 4dd yim
:Salljigel| 19.1U0d adueINSU|
168'G//'8T STV'ST. ¥9.'T9¥'¢ 9/6'829'T T12¢6'9c2'8 GST'V/6'T 0SL'0E0'C 9TE£'82.'T €/8'€SP'ST S1asse |elo |
¥€6'GCT 1744 - - - - - 68.'ceT ¥€6'GCT Sadueleq ueq pue ysed
6IV'TLT €50°'C - - - - - 99¢'69T 6IV'TLT S3|geAladal 1aylO
6.¥'9. - - - - - - 6.¥'9. 6,192 SlesSse adueinsulay
2cv'oee - €G7'89 - - - €291 ore'T1C 2cv'oee S3|gqeAladal adueinsu|
€€6'G/8'TT 9TT'/89 ¥8T'Gee'T 900'TT6 9ce'vSL's ¢SP'202'T TO0'LvE'T 8¥8°ec9 T.2'02V'6 Id1Nd
ZTe'v9s'e TOT'v¢ G/G'€86 £9¢£'8¢9 vv8' .19 0.0'LY 0ET'SY 6¢¢'88T 918'€8e'C dvl
86£'G99°E - 2Ss'v. 102'68 TG.'VE8'T €€9'6T. 968'T29 65€'Gee 2€0'6/6'C S4v
:s)9sse |eloueul
T10C°¢CT'1€
000.INd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd
[e101 punj paxui| arep slealk sleak sleak slealk Jleake anjea
JUBWISaAU|  Alunjew ON GT 419A0 GT—6 G—¢ e—1 o1dn Builie)d

(‘p.auo92) soiyoid Ainyen

(‘pauo2) ysu Aupinbiy (q)

(A.LNOD) SYSIY IVIONVYNIA 6€

(eisAeey ul parelodiooul)
AvHA34d FONVAINSNI ONI

d-,00.T



6¢T

98¢'v/9'2T ¢/8'G20'T 669'/GS'T 6/9'96%'G OTE'VST'C 8¥6'269 G66'9E€ €88'607'T 98E'v/9CT sailjigel) [e1o L
650'G6 Lv9'8 - - - - - Z1v'o8 650'G6 sa|qeded Jay10
2c0'c9. - 18¢'9/¢ 16T 26691 112'V9 920'T9 G6C'v1E 2c0'e9. sa|qefed souelinsu|
9/6'T6SC GZe'/T0'T LVT'9T €lT'/EL T89'0.T 9/8'vS €8Y'ET T6£'28S 9/6'T6S5C 4dd INoYyum\
62E'vCe'6 - T/2'G9¢'T GGE'6SL'Y 1£9'986'T G6.°E.LS 98¥'29¢ G8/'ocy 62E'vCe'6 4dd yim
:Salljigel| 19.1U0d adueINSU|
¥ES'TC8'9T €£/8'0¥8 86¢2'G6S'C 8vv¥'0/G'T GVE'E00'9 /ST'€99'T ¥SSVIv'¢ 6S8'€EL'T E£98'VET'VT S1asse |elo |
999'0/T L' - - - - - GZ6'cLT 999'0/T Sadueleq ueq pue ysed
609'6¢T TOT'T - - - - - 805'8¢T 609'6¢T S3|geAladal 1aylO
TEV'6L - - - - - - TEV'6L TEV'6L SlesSse adueinsulay
99¢'GG¢ - 89¢'/9 - - €41 ¥2S'6 TZr'8.T 99¢'GG¢ S3|gqeAladal adueinsu|
00T'Z/S'0T 0€6'CTI8 899'ceS'T 066618 T68'GCT'y <2O0T'S/0'T VEI'GYI'T GB88'GES 8€0'v€9'8 Id1Nd
769667 TOT'v¢ €/1'cC6 120'665 910'GeES TOT' /€ €/2'2S €16'8¢¢ 6.1'9G5€C dvl
899°€0T'E - 68T'T. TEV'TCT 80v'cre'T T08'CSS €ecr'/0. 9T/.'80¢ ¥/G'€05°¢C S4v
:s)9sse |eloueul
TT0C'TT
000.INd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd 000.Nd
[e101 punj paxui| arep slealk sleak sleak slealk Jleake anjea
JUBWISaAU|  Alunjew ON GT 419A0 GT—6 G—¢ e—1 o1dn Builie)d

(‘p.auo92) soiyoid Ainyen

(‘pauo2) ysu Aupinbiy (q)

(A.LNOD) SYSIY IVIONVYNIA 6€

(eisAeey ul parelodiooul)
AvHA34d FONVAINSNI ONI

d-,00.T



17007-P

ING INSURANCE BERHAD
(Incorporated in Malaysia)

39. FINANCIAL RISKS (CONT'D.)

(c)

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will
fluctuate because of changes in market prices. Market risk comprises three types of risk:
currency risk, interest rate risk and price risk.

The Company is exposed to movements in interest rates and equity markets. These market
risks are monitored via ALM. Risk and return trade offs are selected, consistent with the
Company’s goals and objectives.

Market risk exposure excludes investment linked funds as the risk is mainly borne by
policyholders.

Under the RBC Framework, the market risk capital charge is calculated based on a risk
charge applied to the exposure amount and the risk charge varies by asset classes. The aim
is to mitigate risks of financial losses from reduction in the market value of assets, interest
rate mismatch risk and concentration risk.

The Company also monitors market and credit risk using Market Value at Risk (MVaR). A
MVaR limit is set by the Group Insurance ALCO which, when breached should be reported to
the ALCO and resolved in accordance with the policy. The MVaR limit is measured based on
a 99.95% confidence level over a one-year horizon.

Investment mandates by insurance funds are prepared and updated annually by the local
ALCO. The mandate specifies the Strategic Asset Allocation, Risk Tolerance and Target
Duration for each insurance funds.

(i) Currency risk

Currency risk refers to risk that the value of a financial instrument will fluctuate due to
changes in foreign exchange rates.

The Company's primary transactions are carried out in Ringgit Malaysia (RM) and its
exposure to foreign exchange risk arises principally with respect to Euro, Australian
Dollar (AUD) and US Dollar (USD).

As the Company's business is conducted primarily in Malaysia, the Company's financial
assets are also primarily maintained in Malaysia as required under the Insurance Act,
1996, and hence, primarily denominated in the same currency (RM) as its insurance and
investment contract liabilities. Thus, the main foreign exchange risk from recognised
assets and liabilities arises from transactions other than those in which insurance and
investment contract liabilities are expected to be settled.
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39. FINANCIAL RISKS (CONT'D.)

(c) Market risk (cont'd.)

(i) Currency risk (cont'd.)

The Company does not engage in derivative transactions for speculative purposes.
Where deemed necessary and in line with the Company's risk management policy, the
Company enters into derivative transactions solely for hedging purposes.

As the Company's main foreign exchange risk from recognised assets and liabilities
arises from reinsurance transactions for which a significant portion of balances are
expected to be settled and realised in less than a year, the impact arising from sensitivity
in foreign exchange rates is deemed minimal as the Company has no significant
concentration of foreign currency risk.

The foreign-denominated funds are exposed to currency risk as a result of the foreign
currency transactions and exposure on the investment assets denominated in foreign
currencies. The following table demonstrates the sensitivity of the Company's profit
before tax to a reasonably possible change in USD, AUD and EURO exchange rates
against the RM, with all other variables held constant.

2012 2011

Impact on Impact on

Change in profit profit

variables before tax before tax

Increase/(decrease) RM'000 RM'000
Currency

usD +10% 7,122 3,748

AUD +10% 4,318 3,497

EURO +10% 3,362 3,573

uUsD - 10% (7,122) (3,748)

AUD - 10% (4,318) (3,497)

EURO - 10% (3,362) (3,573)
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39. FINANCIAL RISKS (CONT'D.)

(c) Market risk (cont'd.)

(if) Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument will
fluctuate because of changes in market interest rate/profit yield.

The Company is exposed to interest rate risk through: (i) investments in fixed income
instruments, deposits with financial institution and loans; and (ii) policy liabilities in the
insurance funds.

Floating ratelyield instruments expose the Company to cash flow interest/profit risk,
whereas fixed rate/yield instruments expose the Company to fair value interest/profit risk.

The Company’s interest/profit risk policy requires management to manage the risk by
maintaining an appropriate mix of variable and fixed ratel/yield instruments. The policy
also requires management to manage the maturities of interest/profit-bearing financial
assets and liabilities. Given the long duration of policy liabilities and the uncertainty of the
cash flows of the insurance funds, it is not possible to hold assets that will perfectly match
the policy liabilities. This results in a net interest rate risk or asset liability mismatch risk
which is managed and monitored by ALCO.

The Company has no significant concentration of interest rate/profit yield risk.

Under the RBC Framework, the interest rate risk charge required is the higher of the
reduction in surplus under the increasing and decreasing rate scenario.

The following analysis is performed for reasonably possible movements in interest rates
with all other variables held constant, showing the impact on profit before tax (due to
changes in fair value of floating ratel/yield financial instruments) and equity (that reflects
adjustments to profit before tax and re-valuing fixed ratef/yield AFS financial assets). The
correlation of variables will have a significant effect in determining the ultimate impact on
interest rate/profit yield risk but to demonstrate the impact due to changes in variables,
variables had to be changed on an individual basis. It should be noted that movements in
these variables are non-linear.
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39. FINANCIAL RISKS (CONT'D.)

(c) Market risk (cont'd.)

(i)

Interest rate risk (cont'd.)

2012 2011
Impact on Impact Impact on
Change in profit on profit Impact on
variables before tax equity before tax equity
RM'000 RM'000 RM'000 RM'000

(Decrease)/increase
RM + 50 bps (287,761) (98,405) (238,543) (80,076)
RM - 50 bps 287,761 98,405 238,543 80,076

Impact on equity includes adjustments for tax, when applicable.

(iii)

Price risk

Equity price risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market prices (other than those arising from interest
rate/profit yield risk or currency risk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer or factors affecting similar
financial instruments traded in the market.

The Company’s equity price risk exposure relates to financial assets and financial
liabilities whose values will fluctuate as a result of changes in market prices, principally
investment securities not held for the account of investment-linked business.

The Company’s price risk policy requires it to manage such risks by setting and
monitoring objectives and constraints on investments, diversification plans, limits on
investments in each country, sector, market and issuer, having regard also to such limits
stipulated by BNM. The Company complied with BNM stipulated limits during the financial
year and had no significant concentration of price risk.

The following analysis is performed for reasonably possible movements in market indices
with all other variables held constant, showing the impact on profit before tax (due to
changes in fair value of financial assets and liabilities whose changes in fair values are
recorded in profit or loss) and equity (that reflects adjustments to profit before tax and
changes in fair value of AFS financial assets). The correlation of variables will have a
significant effect in determining the ultimate impact on price risk, but to demonstrate the
impact due to changes in variables, variables had to be changed on an individual basis. It
should be noted that movements in these variables are non-linear.
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39. FINANCIAL RISKS (CONT'D.)

(c)

(d)

Market risk (cont'd.)

(iii) Price risk

Change in
variables
Market indices
Bursa Malaysia +10%
Bursa Malaysia -10%

Fair value hierarchy

31 December 2012 31 December 2011
Impact on Impact Impact on
profit on profit Impact on
before tax equity before tax equity
RM'000 RM'000 RM'000 RM'000
190,181 11,556 133,518 7,456
(190,181) (11,556) (133,518) (7,456)

The Company has categorised its financial instruments that are measured in the statement of
financial position at fair value into a three level hierarchy based on the priority of the inputs to
the valuation. The fair value hierarchy gives the highest priority to quoted prices in active
markets for identical assets and the lowest priority to valuation techniques based on
unobservable inputs. An active market for the asset is a market in which transactions for the
asset occur with sufficient frequency and volume to provide reliable pricing information on an
ongoing basis. The three levels have been defined as follows:

Level 1 : Quoted prices (unadjusted) in active markets for identical assets or liablities;

Level 2 : |nputs other than quoted prices included within Level 1 that are observable for the
asset or liability, either directly (ie: as prices) or indirectly (ie derived from prices);

and

Level 3: Inputs for the asset or liability that are not based on observable market data

(unobservable inputs).
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39. FINANCIAL RISKS (CONT'D.)

(d) Fair value hierarchy (cont'd.)

The fair value hierarchy of the financial instruments carried at fair value were as follows:

31.12.2012

AFS financial assets

Malaysian government
securities

Equity securities:
Quoted in Malaysia
Unquoted in Malaysia

Debt securities

Unit and real estate
investment trusts

Financial assets at FVTPL

Malaysian government
securities

Equity securities:
Quoted in Malaysia
Unquoted in Malaysia

Debt securities

Unit and real estate
investment trusts

Offshore mutual funds

Other investments

Offshore private
equities securities

Level 1 Level 2 Level 3 Total

- 2,007,577 - 2,007,577

63,774 - - 63,774

- 45,883 45,883

- 1,361,589 - 1,361,589

5,900 - - 5,900

- 4,107,433 - 411071433
1,876,382 - - 1,876,382
- 179,153 - 179,153

- 3,967,152 - 3,967,152

71,630 - - 71,630

- 30,192 - 30,192

- 375,396 - 375,396

- 148,016 - 148,016
2,017,686 12,222,391 - 14,240,077
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39. FINANCIAL RISKS (CONT'D.)

(d) Fair value hierarchy (cont'd.)

31.12.2011

AFS financial assets

Malaysian government
securities

Equity securities:
Quoted in Malaysia
Unquoted in Malaysia

Debt securities

Unit and real estate
investment trusts

Financial assets at FVTPL

Malaysian government
securities

Equity securities:
Quoted in Malaysia
Unquoted in Malaysia

Debt securities

Unit and real estate
investment trusts

Offshore mutual funds

Other investments

Offshore private
equities securities

Level 1 Level 2 Level 3 Total

- 1,691,156 - 1,691,156

39,630 - - 39,630

- 31,107 - 31,107

- 1,213,323 - 1,213,323

3,816 - - 3,816

- 4,093,692 - 4,093,692
1,334,985 - - 1,334,985
- 120,575 - 120,575

- 3,288,376 - 3,288,376

57,871 - - 57,871

- 23,616 - 23,616

- 393,483 - 393,483

- 108,173 - 108,173
1,436,302 10,963,501 - 12,399,803
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39. FINANCIAL RISKS (CONT'D.)

(d) Fair value hierarchy (cont'd.)

1.1.2011

AFS financial assets
Malaysian government

securities
Equity securities:

Quoted in Malaysia
Unquoted in Malaysia

Debt securities

Unit and real estate
investment trusts
Financial assets at FVTPL
Malaysian government

securities
Equity securities:

Quoted in Malaysia
Unquoted in Malaysia

Debt securities

Unit and real estate
investment trusts
Offshore mutual funds

Other investments
Offshore private

equities securities

40. NON FINANCIAL RISK

(a) Operational risk

Level 1 Level 2 Level 3 Total

- 1,276,882 - 1,276,882

66,494 - - 66,494

- 25,752 - 25,752

- 1,131,766 - 1,131,766

2,680 - - 2,680

- 3,115,522 - 3,115,522
1,415,058 - - 1,415,058
- 100,247 - 100,247

- 3,071,562 - 3,071,562

56,155 - - 56,155

- 22,043 - 22,043

- 754,808 - 754,808

- 98,643 - 98,643
1,540,387 9,597,225 - 11,137,612

Operational risk is the risk of direct or indirect loss resulting from inadequate or failed internal
processes, people and systems or from external events. It includes the related risk of
reputation loss, as well as legal risk whereas strategic risks are not included. Effective
operational risk management leads to more stable business processes (including IT systems)

and lower operational risk costs.

The Company recognises the following operational risk policy areas:

» Control risk

» Unauthorised activity risk

* Processing risk

* Employment practice risk

» Personal and physical security risk

* Information (technology) risk

* Continuity risk
* Fraud risk
» Compliance risk
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40. NON FINANCIAL RISK (CONT'D.)

(a) Operational risk (Cont'd.)

(i) Risk Areas

Control risk is the risk of loss due to not complying with controls set through
governance procedures and/or project management methods. Control risk deals
with, for example, identifying potential flaws in the set-up or structure of the
governance process, maintaining a proper control and governance structure,
having clear roles and responsibilities, an adequate reporting structure and ensure
that there is good risk response on identification of risks. Control risk events
typically deal with a deficiency in the governance framework. Control risks can lead
to losses incurred due to non-compliance with controls established in connection
with items such as governance procedures, new product approval procedures,
and/or project management methods. Control risk can stem from improper or
insufficient monitoring of entities or activities.

Unauthorised activity risk is the risk of a loss caused by unauthorised employee
activities, including but not limited to unauthorised approvals or overstepping of
authority.

Processing risk is the risk of losses due to human errors or omissions during
(transaction) processing caused by unexpected or unforeseen problems.
Processing risk deals with the risk of losses due to failed transaction processing or
process management. These events are normally not intentional and usually occur
when documenting or completing current business transactions.

Employment practice risk is the risk of loss due to actions which are inconsistent
with employment, health or safety laws, or agreements, from payment of personal
injury claims or from diversity/discrimination events.

Personal and physical security risk is the risk of criminal and environmental threats
that might endanger the security of the Company personnel (within and outside
Company locations, while travelling or being expatriated) and the Company assets
or might have an impact on the Company organisation.

Information (technology) risk is the risk of loss due to inadequate information
security, resulting in a loss of information confidentiality and/or integrity and/or
availability. Aspects of information (technology) risks are user access controls, IT
resilience, platform security controls, change management controls, sourcing
controls, security monitoring controls and fundamental information security
controls.

Continuity risk is the risk of events (e.g. natural disasters, power outages,
terrorism) leading to a situation that threatens the continuation of business
(including people and assets).

Internal and external fraud risk is the risk of loss due to deliberate abuse of
procedures, systems, assets, products and/or services of the Company by those
who intend to deceitfully or unlawfully benefit themselves or others.
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40. NON FINANCIAL RISK (CONT'D.)

(@) Operational risk (cont'd.)

(i)

(i)

Risk Areas (cont'd.)

« Compliance risk is defined as the risk of damage to the Company’s integrity as a
result of failure (or perceived failure) to comply with relevant laws, regulations,
internal policies, procedures and ethical standards. In addition to reputational
damage, failure to effectively manage compliance risk could expose the Company
to fines, civil and criminal penalties, and payment of damages, court orders and
suspension or revocation of licenses, which would adversely impact customers,
staff and shareholders of the Company.

Clear and accessible policies and minimum standards are embedded in the Company
business processes in all business lines. An infrastructure is in place to enable
management to track incidents and operational risk issues. A comprehensive system of
internal controls creates an environment of continuous improvement in managing
operational risk. The Company uses this knowledge (including lessons learned from
incidents) to improve the control of key processes.

Organisation of operational risk management

The Head of Operational Risk Management ("ORM") reports directly to the CRO and is
responsible for managing operational risks and developing and establishing the
Operational Risk Framework within the Company. The ORM function is organised along
functional reporting lines. The Company's operational risk manager report functionally to
the Regional Head of ORM.

The ORM function consists of functional departments for Operational Risks, for
Information (technology) risks and for Security & Investigations. The ORM function is
responsible for implementing and communicating the Company's operational risk
framework, policies, minimum standards and guidelines.

ORM uses a layered functional approach within business units to ensure systematic and
consistent implementation of the group-wide ORM framework, policies and minimum
standards. The local ORM officer has the responsibility to assist local management in
managing operational risk.

To avoid potential conflicts of interests, it is imperative that the ORM officer is impartial
and objective when advising business management on operational risk matters in the
Company. To facilitate this, a strong functional reporting line to the next higher level ORM
officer is in place. The functional reporting line has clear accountabilities with regard to
objective setting, remuneration, performance management and appointment of new ORM
staff.
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40. NON FINANCIAL RISK (CONT'D.)
(a) Operational risk (cont'd.)
(iii) Operational risk framework
The Company has developed a comprehensive framework supporting and governing the
process of identifying, mitigating, measuring and monitoring operational risks thus

reflecting the stages described in the Enterprise Risk Management model of Committee
of Sponsoring Organisations of the Treadway Commission ("COSO").

1. Governance

2. Objective Setting

3. Event indentification

4. Risk assessment

7. Information &
Communication

5. Risk response

BuLiojuow sy 'Q

6. Control activities
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40. NON FINANCIAL RISK (CONT'D.)

(@) Operational risk (cont'd.)

(iii) Operational risk framework (cont'd.)

In the organisation, Operational Risk Committee ("ORC") was established to identify,
measure and monitor the operational risks of the business unit with appropriate quality of
coverage (granularity) and to ensure that appropriate management action is taken by the
responsible line managers at the appropriate level of granularity. The ORC is chaired by
management to steer risk management activities of the first and second line of defence in
their entities.

The operational risk appetite within the Company is defined as the acceptable and
authorised maximum level of risk, in each of the operational risk areas, that must be
adhered to in order for the Company to achieve its business plan within approved
budgets. This risk appetite is monitored quarterly through the Non-Financial Risk
Dashboard ("NFRD") which reports on key risk exposures.

Processes are in place to identify key threats, vulnerabilities and the associated risks
which might cause adverse events. Event identification is performed proactively and
precedes a risk assessment. Different techniques for event identification exist within the
Company, e.g. the structured team approach, scenario analysis, external events
inventories, internal incident analysis (e.g. based on information from incident reporting),
and key risk indicator events.

At least once a year, business units and departments perform an integrated risk
assessment with the involvement of other departments such as Operational Risk,
Compliance, Legal and Finance.

Based on the results of the risk assessment, response measures must be determined for
the identified risks. Risk response actions balance the expected cost for implementing
these measures with the expected benefits resulting from risk reduction. Risk response
can be achieved through several combinations of mitigation strategies, for example
reducing likelihood of occurrence, reducing impact, risk avoidance, risk acceptance or
through the transfer of risk. Tracking takes place through a global Action Tracking
system.

Certain operational risks can best be transferred to the insurance market if risks are high
but difficult to mitigate internally. In order to protect the Company against financial
consequences of uncertain operational events, the Company has acquired insurance
policies issued by third-party insurers with world-wide cover for Professional Liability,
Directors and Officers Liability, Employment Practices Liability

and Fiduciary Liability. The portion of the risks that the Company retains is of a

similar magnitude to the risk retained for casualty business-related catastrophe
exposures.
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40. NON FINANCIAL RISK (CONT'D.)

(@) Operational risk (cont'd.)

(iii) Operational risk framework (cont'd.)

Management at all levels in the organisation periodically need information on their key
operational risks (including compliance and legal risks) and mitigating actions. In order to
make it easier for management to access this kind of information, business units
periodically report through the NFRD.

The vyearly objective setting process for both business management and ORM
professionals aims to keep improving the management of operational risk throughout the
Company to ensure that the Company stays in control of its current and future
operational risks. The Company’'s ORM Framework is further maturing towards an
integrated controls framework according to pre-agreed requirements and development
stages in the individual business units. This development is measured through the
scorecard process. The scorecards are an integral part of the Company’s operational risk
capital model.

The Operational Risk Capital calculation model of the Company calculates the amount of
capital that is required to absorb unexpected operational risk losses in times of severe
stress. The Operational Risk Capital model of the Company is based on a Loss
Distribution Approach ("LDA"). The loss distribution is based on both external and internal
loss data exceeding EUR 1 million. The model is adjusted for the scorecard results taking
into account the specific quality of control in a business line and the occurrence of large
incidents. This provides an incentive to local (operational risk) management to better
manage operational risk.

Under the RBC framework, operational risk capital charge is computed as 1% of total
assets.

(b) Compliance risk

Compliance risk is defined as the risk of damage to the Company’s integrity as a result of
failure (or perceived failure) to comply with relevant laws, regulations, internal policies,
procedures and ethical standards. In addition to reputational damage, failure to effectively
manage compliance risk could expose the Company to fines, civil and criminal penalties, and
payment of damages, court orders and suspension or revocation of licenses, which would
adversely impact customers, staff and shareholders of the Company.
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40. NON FINANCIAL RISK (CONT'D.)

(b)

Compliance risk (cont'd.)

The Company believes that fully embedded Compliance Risk Management preserves and
enhances the trust of its customers, shareholders and staff. Being trusted is essential to
building sustainable businesses.The Company’s Business Principles set the foundation for
the high ethical standards the Company expects of all business activities.

The Company’s Business Principles require all staff at every level to conduct themselves, not
only in compliance with laws and regulations, but also by acting with integrity, being open and
clear, respectful, and responsible.

Clear and practical policies and procedures are embedded in the Company business
processes in all business lines. Systems are in place to enable management to track current
and emerging compliance risk issues, to communicate these to internal and external
stakeholders, and to drive continuous improvement. The Company understands that good
Compliance Risk Management involves understanding and delivering on the expectations of
customers and other stakeholders, thereby strengthening the quality of key relationships.

(i) The scope of the compliance risk management function

The Compliance Risk Management function focuses on managing the risks arising from
laws, regulations and standards which are specific to the financial services industry. The
Compliance Risk Management function actively educates and supports the business in
managing areas including anti-money laundering, preventing terrorist financing, conflicts
of interest, proper sales and trading conduct and protection of customer interest.

The Company separates compliance risk into four conduct-related integrity risk areas.
These are shown in the following table with examples of the sub-risks in each risk area:
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40. NON FINANCIAL RISK (CONT'D.)

(b) Compliance risk (cont'd.)

In addition to effective reporting systems, the Company has a whistleblower procedure which
encourages staff to speak up if they know of or suspect a breach of external regulations or
internal policies or business principles.

(i) Organisation of compliance risk management functions

The Local Compliance Officer ("LCO") reports directly to the CRO. The LCO is
responsible for implementing and communicating the company-wide Compliance Risk
Management Charter and Framework, implementing the minimum standards for
managing Compliance risks and assists and supports the Board in managing the
Company’s compliance risks.

The Company uses a functional approach within business units to ensure systematic and
consistent implementation of the company-wide charter and framework, policies,
minimum standards and related procedures. The LCO has the responsibility to assist
local management in managing compliance risk within the Company.

To avoid potential conflicts of interest, it is imperative that the LCO are impartial and
objective when advising business management on compliance risk in the Company. To
facilitate this, a strong functional reporting line to the next higher level LCO is in place.
The functional reporting line has clear accountabilities relating to objective setting,
remuneration, performance management and the appointment of new Compliance Risk
Management staff as well as obligations to veto and escalate.

41. TOTAL CAPITAL AVAILABLE

The total capital available of the Company as at 31 December 2012, as computed under the RBC
Framework is provided below:

31.12.2012 31.12.2011 1.1.2011
RM’000 RM’000 RM’000

Eligible tier 1 capital
Share capital (paid-up)/working fund 140,000 140,000 140,000
Reserves, including retained earnings 5,199,162 4,926,746 5,115,353
5,339,162 5,066,746 5,255,353

Tier 2 capital

Eligible reserves 99,274 654,187 584,001
99,274 654,187 584,001
Amount deducted from capital (9,032) (4,517) (4,671)
Total capital available 5,429,404 5,716,416 5,834,683
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ING INSURANCE BERHAD
(Incorporated in Malaysia)

43. SIGNIFICANT AND SUBSEQUENT EVENT

On 17th December 2012, ING Insurance Asia N.V., the holding company of ING Management
Holdings (Malaysia) Sdn. Bhd., signed a Sales and Purchase Agreement with AIA Company
Limited (formerly known as American International Assurance Company Limited) (*AIA”) to
dispose of its 100% equity interest in ING Management Holdings (Malaysia) Sdn. Bhd., the
holding company of the Company, and its three subsidiaries namely, ING Employee Benefits Sdn.
Bhd., the Company and ING PUBLIC Takaful Ehsan Berhad to AIA. The sale as far as ING
Management Holdings (Malaysia) Sdn Bhd., ING Employee Benefits Sdn Bhd., the Company and
ING PUBLIC Takaful Ehsan Berhad were concerned, was pursuant to Section 67 of the Insurance
Act 1996 and Section 34 of the Takaful Act 1984.

The sale was completed on 18th December 2012. Consequently, ING Groep N.V. ceased to be
the Company’s ultimate holding company.

On 3rd January 2013, American International Assurance Bhd (‘AlA Berhad”), a related company of
the Company, submitted an application for a scheme of transfer to Bank Negara Malaysia for
approval to transfer the assets, liabilities and business of the Company to AlA Berhad, subject to
confirmation by the Court and any other regulatory approvals required for the Scheme of Transfer.
The approval from Bank Negara Malaysia was received on 25th February 2013.
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