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Agenda

« Malaysia
— Risk Based Capital
— IFRS 39/ FRS 139
—IFRS 4/ FRS 104
— FRS 107

» Corresponding developments in Singapore
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Risk Based Capital - Timeline

« Malaysia
— Target implementation date: 1 Jan 2008
— Parallel run in year 2007
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pit Adequacy Ratio (CAR)

* Solvency of insurance company is measured by CAR

Total Capital Fund Available (TCFA)
Total Capital required (TCR)

. CAR = X 100%

« CAR must be > RBC level

« RBClevel=(100+a +b + €)%

« a=common risks (e.g. operational risks)
b =company specific risks

« ¢ =loading for margin
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At least 75%

Total Capltal Fud Avallable (TCFA)

Total Capital Fund Available (TCFA)
Total Capital required (TCR)

CAR =

xlOO%‘

Tier 2B

Tier 2A

-Subordinated term debts

-Limited life redeemable preference shares

-Cumulative irredeemable preference shares
-Mandatory capital loan stocks
Irredeemable subordinated debts

«Revaluation reserves

-Issued and fully paid-up ordinary shares

-Share premiums

-Paid-up non-cumulative irredeemable preference shares
-Retained profits

-Statutory valuation surplus of general insurance funds
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Total Capital Fund Available (TCFA)
Total Capital required (TCR)

R otal Capltal Reqmred (TCR

‘ Capital Charges

CAR = x100%

T
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Liabilities to be measured at 75% level of confidence
Also need to calculate at 99.5% level of confidence
Best estimate liabilities are at 50% level of confidence

PRAD will secure at
least 75%
adequacy level

S~

obability Density

>

Best  75th Provisions
estimate percentile
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Liability (Life Insurance)
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v -Liability Capital Charges

o LCC «—| |

b -Basis prescribed

E Provision of Risk margin for Adverse Deviation
-% -V + PRAD at 75% confidence level
;—: «Appointed actuary decides basis
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Q0] -Best estimate liabilities

'C>5 *50% confidence level

Q «Appointed actuary decides basis
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ingapore

i

« Asset Valuation
— Market/realistic value
« Policy Liability Valuation
— Realistic liability value based on expected future income and

outgo (including future bonuses), plus provision for adverse
deviation

« Solvency & Capital Adequacy Requirement

— Expilicit risk charges for liability, asset, mismatching &
concentration risk

— Clearly defined forms of capital and regulatory control level
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Accouting Standards Bodies

« Malaysia
— Malaysia Accounting Standards Boards (MASB)

www.masb.org.my
» Singapore

— Council on Corporate Disclosure and Governance (CCDQG)
www.ccdg.gov.sg
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FRS 139 - Financial Instruments:
Recognition and Measurement

+ Malaysia
— Target implementation date:
« 1Jan 2006 /1 Oct 2006 / ??7?7?
— ldentical to IAS 39 (revised)

— FRSs are optional for private companies
 Private companies may use former MASB standards

» Singapore
— Implemented 1 Jan 2005
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'FRS 4 - Ins

e

urance Contracts

« Malaysia
— Target implementation date: 1 Jan 2008
— Exposure draft ED51 issued in Jan 2006
— Invitation to comment closed 31 Mar 2006
— Intention: identical to IFRS 4

» Singapore
— FRS 104
— Implemented 1 Jan 2005
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FRS 10 — Financial Instruments:
Disclosures

+ Malaysia
— Target implementation date: 1 January 2008
— Exposure Draft is being finalised by a working group
— Target date for issuance of Exposure Draft: Q4 2006
» Singapore
— Target implementation date: 1 January 2007
— Exposure Draft released in 2004
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