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This supplementary information has been prepared to fulfill the requirements of MAS Notice 124 
“Public Disclosure Requirements” for the financial year ended 31 December 2013.  
 
Corporate Governance Structure 
 
The branch is under the purview of head office where the Board of Directors ("the Board") at the 
head office is committed to ensuring that the highest standards of corporate governance are 
practised within Etiqa Insurance Berhad (the “Company”).  The key features of corporate 
governance structure includes:- 
 
1) Board Responsibilities 

 
The Board approves the Company’s major investments, disposals and funding decisions and 
ensures the implementation of appropriate systems to manage risks and also reviews and 
approves the strategies and financial objectives to be implemented by the management. 

 
2) Management Accountability 

 
The management is accountable for the execution of the enabling policies and attainment of 
the Company's corporate objectives. 

 
3) Corporate Independence 

 
Material related party transactions have been disclosed in the note 22 of the financial 
statements of the Branch. 

 
4) Internal Controls and Audit 

 
To establish internal controls which cover all levels of personnel and business processes. 

 
5) Risk Management  

 
To oversee the senior management’s activities in managing the key risk areas of the 
Company. 

 
6) Nomination and Remuneration Committee 

 
To establish a documented, formal and transparent procedure for the appointment of 
directors, Chief executive officer and key senior management. 

 
7) Investment Committee (“IC”) 

 
To present an opinion on the long-term strategic investment policy. 

 
Group policies implemented by the above committees are cascaded down to the Branch. 
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Risk and Capital Management Framework 
 
The Risk Management Framework defines the governance structure to support the Risk 
Management process and to ensure strong risk management.  In addition, it is set up to identify 
three levels:- 
 
1) Clear risk objectives and business strategy; 

 
- To ensure the Group delivers sustainable growth 
 

2) Comprehensive Risk Management Cycle; 
 
- All key risks are identified and appropriately managed.  
 

3) Strong Risk Culture. 
 
- Ensure risk management is effectively carried out.  

 
Asset-Liability Management (“ALCO”) 
 
The ALCO is responsible to coordinate on-going controls over the financial/Investment risk position. 
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Risk and Capital Management Framework (cont’d) 
 
Risk Governance Structure and Risk Organisation 
 
The governance structure outlines the organisational structure, the hierarchy and the scope of 
responsibilities of all the Governance bodies involved in the risk management function. 
 
Each of the Committees have its own terms of reference, roles and responsibilities, specific duties 
and level of authority.  
 

 
 
The group’s risk management approach is premised on three lines of defence – Risk Taking Units, 
Risk Control Units and Internal Audit.  
 
1) Risk Taking Unit (First line of defence) 

 
Responsible for the day-to-day management of risks inherent in their business activities. 
 

2) Risk control Unit (Second line of defence) 
 
Responsible for setting the risk management framework, adherence to it and developing 
tools and methodologies for the identification, measurement, monitoring and control. 
 

3) Internal audit (Third line of defence) 
 
Internal audit checks and provides independent assurance of the effectiveness of the risk 
management. 
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Material insurance risks exposure  
 
Management of insurance risk  
 
Insurance risk is the risk of loss arising from the occurrence of an insured event under any one 
insurance contract.  By the very nature of an insurance contract, this risk is random and therefore 
unpredictable.  Such risk includes the pricing risk, claims reserving, underwriting risk and 
reinsurance risk. The Branch has developed a risk management framework encompassing 
strategies on underwriting, reinsurance and provisioning of insurance liabilities to safeguard not 
only the interest of our shareholders, but also that of our customers.  For further details of 
management of insurance risk, please refer to note 3 of the financial statements for the Branch. 
 
The use of reinsurance 
 
The Branch reinsures its business to various reinsurers to limit its exposure to large insurance 
contracts and large claims.  This includes various proportional reinsurance arrangements such as 
quota share and surplus treaties, to cover various classes such as Fire, Engineering and etc.  The 
Branch has also entered into non-proportional treaties such as excess of loss cover for most 
business classes. 
 
Concentration risk 
 
Concentration risk refers to the risk of loss to a financial institution as a result of having too many 
outstanding loans concentrated in a particular instrument, with a particular type of borrower, or in a 
particular country. 
 
The Branch’s insurance contracts mostly cover perils and risks in Singapore.  As such, the 
Branch’s Concentration Risk is immaterial as the exposure to natural disasters in Singapore is 
minimal based on historical experience.  However, the Branch is aware of the potential for extreme 
events to occur together and further increasing the concentration risk.  Perils like floods, economic 
downturn and terrorism may present a level of variability and correlation in the future claim 
experience, but these concentration of risks are protected by the excess of loss reinsurance. 
 
Insurance contract liabilities  
 
For general insurance contracts, claims provisions (comprising provision for claims reported by 
policyholders and claims incurred but not reported - IBNR) are established to cover the ultimate 
cost of settling the liabilities in respect of claims that have occurred and are estimated based on 
known facts at the balance sheet date.  The provisions are revised continuously as part of a regular 
ongoing process as claims are settled and further claims are reported.  For further details on the 
assumptions, methodologies and sensitivity, please refer to the notes 2.3, 2.6 and 2.8 of the 
financial statements of the Branch.  
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Capital Adequacy 
 
The unaudited Capital Adequacy Ratio of the Branch as at 31 December 2013 is 278% (2012: 
240%). 
 
No internal model has been used to determine the capital resources and requirements.  However, a 
Stress Test model, based on the formulaic rules prescribed by the Risk-based Capital Framework 
from MAS has been used to determine the capital resources and requirement. 
 
Investment Policy and Management 

 

The investment policy (“the Policy”) of the Investment Management Division (“IMD”) is a framework 

for all investment management related activities undertaken by IMD.  The Policy sets out the scope, 

responsibilities and guiding principles for investment management activities in IMD. 

 

The objective of the IMD is to be fully responsible to protect its company’s best interests by putting 

in place an effective decision making process. 

 
The Etiqa Investment Committee (“EIB IC”) is a governance body which carries an oversight 
function for Investment related activities.  The meetings are to be held at least four (4) times a year. 
 
Main responsibilities 
 

(i) Responsible for the tactical investment policy carried out and the consequent results 

 

(ii) Empowered to take ad hoc decisions as the occasion arises 
 
Specific Duties 
 
(i) To present an opinion on the long-term strategic investment policy including real estate, as a 

recommendation for the RMM/RMC/Board based on ALCO-advice. 
 
(ii) To establish the tactical investment policy on the basis of the proposal by the investment 

manager. 
 
(iii) To test the policy conducted by the Investment Manager against the strategic and tactical 

investment policy. 

 
For information regarding the Branch’s financial risk management objectives and policies including 
quantitative information (e.g. sensitivity to market variables and valuation etc.) about the Branch’s 
financial instruments and other assets, please refer to notes 2.12 and 25 of the Branch’s financial 
statements. 
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Financial performance by class of business  
 
For internal management reporting purpose, the Branch monitors the financial performance via the 
different lines of business.  For further information on the financial performance (including claims 
development) of the various lines of business, please refer to note 14 of the Branch’s financial 
statement and Form 6 of the annual regulatory returns (that will be made available on the MAS 
website). 
 
 
The above information has been compiled from various sources to meet the requirements of MAS 
Notice 124.  For further information on the above (otherwise stated), refer to our Head office 
Audited Financial Statements for the year ended 31 December 2013. 
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