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PROFILE OF DIRECTORS

Mr Mo Fumin

Age 60. Chinese. Non-Independent Non-Executive Directat @hairman of the Board of Directors. Attended all the siaBb
meetings held in the financial year. Appointed to the Boand1@ February 2014. Holds a PhD in Economics from Peking
University, China.

Mr Mo Fumin has been with Industrial and Commercial Bank ofr@hLimited (“ICBC”) Group for the past 24 years holding
various positions such as General Manager (“GM”), ICBC (aty) (March 1998 - April 2001), Deputy GM, Corporate Banking
Department (April 2001 - June 2002), Deputy GM, Corporataekdzg & Investment Banking Department (June 2002 - January
2007), GM, Corporate Banking Department (January 2007 - R243). Mr Mo Fumin currently also serves as the Chairman of
ICBC (Moscow).

Mr Mo Fumin has no conflict of interest with therd@and has no family relationship with any otherebtor.

Mr Yuan Bin

Age 45. Chinese. Non-Independent Executive Director. Aptpd to the Board on 28 May 2014. Attended four Board mestirejd
in the financial year since his appointment. Halddaster and Doctorate degree from Nankai Uniyer$ianjin, China.

Mr Yuan Bin started his career with ICBC in 1991. He was enedisvith several strategic positions, ranging from Depuly &
International Department (1997 - 1998) and Deputy GM of HarRasource (1998 - 2000) of Tianjin Branch, Branch Manager of
Tianjin XiQing Branch Office (2000 - 2003), Head of Interivatal Settlement Division and Deputy GM of Internationaldaement

at ICBC Head Office (2003 - 2007). He was appointed as Presldigector of PT Bank ICBC Indonesia in September 2007 keefor
assuming his current position as Chief Executivic@f/Managing Director of the Bank in May 2014.

Mr Yuan Bin has no conflict of interest with the Bank and hadamily relationship with any other Director. He is also a nfemof
the Nominating Committee of the Bank.

YBhg Dato’ Leong Khee Seong

Age 76. Malaysian. Independent Non-Executive Directorpdipted to the Board on 3 June 2010. Attended all the six Board
meetings held in the financial year. Engineer by professith B.E. (Chemical Engineering) from the University of NeSouth
Wales, Australia.

YBhg Dato' Leong Khee Seong served the Malaysian Governaetiie Minister of Primary Industries (1976 - 1986) and was a
member of Parliament (1974 - 1990). He was a former ChairrhéimecGroup of 14 ASEAN Economic Cooperation and Integration
(1986 - 1987) and General Trade Agreement on Tariffs andeTsadegotiating Committee on Tropical Products (1986 - J9B@
was formerly an Independent Non-Executive Director of Sire®@ Media Corporation (2004 - 2007), AirAsia Berhad (200012)

and TSH Resource Berhad (2005 - 2014) as well as a Non-Indepeixecutive Director cum Executive Chairman of Nanyang
Press Holdings Berhad (2007 - 2009). He is curyeh# Chancellor of HELP University Malaysia (Ap2i012 - current).

YBhg Dato’ Leong Khee Seong has no conflict of interest whitta Bank and has no family relationship with any other Diredtte is
also the chairman of the Audit Committee and Nominating Cdtemand a member of the Board Risk Management Committee and
Remuneration Committee of the Bank.
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PROFILE OF DIRECTORS (continued)
Mr Ong Ah Tin @ Ong Chee Kwee

Age 64. Malaysian. Independent Non-Executive Directorpdipted to the Board on 3 June 2010. Attended all the six Board
meetings held in the financial year. Holds a Bachelor of ArtEconomics from the University of Malaya and Diploma in Rang
from Institute of Bankers, London.

Mr Ong Ah Tin started his banking career with Citibank Malay&hen known as First National City Bank) as a Management
Trainee in 1973 and held various positions in Operationgdi®s and Marketing until August 1988 when he left as the Vice
President of Credit Risks Management Department. In 1988&)jihed Malaysian French Bank as an Assistant General Mamnamil
1994, thereafter he joined OUB Finance Berhad as Directo@l Manager. After the merger of OUB Finance Berhad viith i
parent bank, Overseas Union Bank (M) Berhad in 1997, he wsgreesl to Overseas Union Bank (M) Berhad as Head of Enterpris
Banking until 2002. Following that, he joined Alliance Fime® Berhad as Acting CEO to manage the finance company’siopes
and to undertake the merger of Alliance Finance Berhad wgtharent bank, Alliance Bank Berhad. Upon the successfopéztion

of the merger in 2004, he was assigned as a Senior Generabklaaiad Head of Consumers Banking of Alliance Bank Berhaill unt
August 2005, when he retired from the banking industry. Mg@ih Tin served as an Independent Non-Executive Directoraxfkd
Sin Leong Group Berhad from April 2006 to Decen®@06.

Mr Ong Ah Tin has no conflict of interest with the Bank and hasfamily relationship with any other Director. He is also the
chairman for the Risk Management Committee and Remunar@aonmittee, as well as being a member of the Audit Committele a
Nominating Committee of the Bank.

Ms Lan Li

Age 51. Chinese. Non-Independent Non-Executive Dire&ppointed to the Board on 16 January 2012. Attended five bth®
six Board meetings held in the financial year. Holds a PhDdarbmics and Bachelor of Finance from Tianjin Universitfafance
Economics, China and Master of Finance from Nahkaversity, China.

Ms Lan Li has served various roles within ICBC Group rangiranf Manager, Accounting and Settlement Department of IGBC’
Frankfurt Office (July 1999 - August 2002), General Managdigiernational Banking Department and President of RonBhanch,
Tianjin Regional Headquarters (August 2002 - October 200#e Head of Internal Audit (October 2004 - May 2005), Dgput
Head, Tianjin Regional Headquarters (June 2005 - Decentlid})2o Vice Head of Internal Auditing (December 2010 - Julyt 2).
She has been a Director of Accredited Non-Executive Dirsditanagement Division of Corporate Strategy and Invesaatidons

of ICBC since July 2011 and also serves as a Non-IndependemXecutive Director of ICBC (Thailand) (2011 - curred§BC
(London) (2012 - current) and ICBC (USA) (2012 - current). Ms Li currently also acts as a Supervisor of ICBC-AXA Assura
Co., Ltd (China) (January 2015 - current).

Ms Lan Li has no conflict of interest with the Bank and has nmifg relationship with any other Director. She is a membethaf
Audit Committee, Nominating Committee and Remunera€ommittee of the Bank.

Mr Hong Guilu

Age 48. Chinese. Non-Independent Non-Executive Direétppointed to the Board on 16 January 2012. Attended all thBsard
meetings held in the financial year. Holds a Bachelor of Begiing and Master of Economics (Industrial Economicsinfitarbin
Institute of Technology, China and People’s University ¢fif@, respectively, and Master of Accounting from Georgesklifagton
University, United States.

Prior to joining ICBC Group, Mr Hong Guilu was appointed asrdger, State Property Administration Bureau of Ministry of
Finance (July 1993 - June 2000) and Deputy Director, BoaiSupfervisors of Agricultural Bank of China (July 2000 - Jufi®32).
He was appointed Director, Board of Supervisors of ICBC ity 2003 prior to his appointment as Director of AccreditednNo
Executive Directors Management Division of Corporate t8tzg and Investor Relations of ICBC in December 2005 untitent. Mr
Hong Guilu also serves as a Non-Independent Nowrxe Director of ICBC (Almaty) and ICBC (Moscowince 2011.

Mr Hong Guilu has no conflict of interest with the Bank and Imasfamily relationship with any other Director. He is a membg
the Risk Management Committee, Nominating Commeéteed Remuneration Committee of the Bank.
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FINANCIAL PERFORMANCE DURING THE FINANCIAL YEAR

The Bank recorded a net profit of RM19.2 million for the firéal year ended 31 December 2014. The total operating inadrire
Bank rose by RM24.4 million or 39.9% as a result of an incredget interest income by RM23.1 million. Operating expansse
by RM9.7 million or 21.9% following the human capiexpansion of the Bank.

The Bank's total assets stood at RM4.0 billion, a decreas@&Mi.0 billion or 19.2% over the previous financial year. Tdecrease
was mainly due to lower short term funds as well as deposiispdacements with banks and other financial institutiond$W41.3

billion or 42.4% compared to previous financial year. Hoam\it was partially offset with loan growth of RMO0.4 billiotlespite
intense competition. The total liabilities of the Bank dmsed by RM1.0 billion or 21.1% to RM3.7 billion. The deceasainly

resulted from a decrease in deposits and placeroehtmnk and other financial institutions by RMbi6ion.

The Bank will continue to grow its core lending business anthaintain a healthy liquidity position. The Bank will steto deliver
satisfatory results in 2015 through higher saleslpctivity and greater operational efficiency.

OUTLOOK FOR 2015

The global economy in 2015 will continue to be challenginghwveconomic growth in most advanced economies expecteshtain
weak. The soft commodity prices and the divergence in terintseomonetary policies due to uneven growth prospect in tapm
economies may further compound the difficult exaéenvironment.

In the domestic front, Malaysia recorded a fairly strong GBwth at 6% in 2014 (2013: 4.7%) driven mainly by the congiciu
strength in domestic consumption and supported by the growgxternal demands. Malaysia benefited from the modeestvery
in the major economies, net exports for the year has turnsidiymin contributing to the improved economic growth afteveral
years of negative contribution. However, export growthZ025 will most probably be moderated amid softer commodiiygs and
expected lower external demands due to the expected slow gdomost major economies. Bank Negara Malaysia has prajecte
moderate GDP growth for 2015 at 4.5% - 5.5%. In addition, tteegetive measure currently undertaken by Government 6a52
which includes the progressive implementation of the Eound ransformation Programme to spur the investment groaghwell as
the shift from Sales and Services Tax to Goods &i6es Tax are in line with its Vision 2020.

Against the backdrop of a strong economy and financial tetsvéen China and Malaysia, the Bank is committed to bridge th
economy and financial needs of the investors and traders Broth countries. The Bank would also aim to expand its tarhet
markets and achieve a leadership position in its niche segnbg leveraging on the Bank’s IT infrastructure and mudtip
distribution networks of ICBC worldwide.

During the year, with the widened branch network coverirgstrategic geographical location of Malaysia, the Bankaeuihtinue to
expand its customer base and enhance its financial prodndtservices to better serve the needs of its customersditiced the
Bank will continue to pursue a series of branding exercistutther promote the wide acceptance of retail financialdpias in
domestic market, while at the same time deepening the opktips with its valued clients and customers. The Bank irsna
committed to its objective of becoming one of theferred banks in Malaysia.
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CORPORATE GOVERNANCE STATEMENT

The Board of Directors (“the Board”) of Industrial and Conmgial Bank of China (Malaysia) Berhad (“the Bank”) recogrighe
importance of adopting good corporate governance in digaigits responsibilities for value creation and safediray interests of
the shareholders and stakeholders while promotgty$tandard of integrity, transparency and accthility.

The Board has endeavoured to ensure that the Bank’s infgroegsses and systems are in compliance with Bank Negaegydils
(“BNM™) Guidelines on Corporate Governance for Licensedtitutions (“CG Guidelines”) and other relevant best piest of
corporate governance.

Board Composition

Currently, the Board comprises six members, with one Naendent Non-Executive Chairman, one Non-Independesttive
Director, two Independent Non-Executive Directors and tMan-Independent Non-Executive Directors. A brief profif each
member of the Board is presented on pages 2 ahth&dinancial statements.

The Independent Directors account for one-third of the Baammposition, in compliance with BNM’s CG Guidelines inrter of
minimum number of independent director. They arfemmlved in the day-to-day management of the Bamkdo they participate
any business dealings of the Bank. This is to ascertain thdiependency in carrying out their roles and respongislias
independent non-executive directors.

The Non-Independent Non-Executive Directors of the Banktiooe to proactively engage with the Senior Managemenhsue
that various concerns and issues relevant to the managemeraversight of the business and operations of the Bankhadnie
Group related are properly addressed.

Duties and Responsibilities of the Board

The Board governs the business and affairs of the Bank waeatollaboration with the Senior Management. The Boardceses
all such powers conferred by the Articles of Association &freholder's Mandate as well as in accordance to the Tefms o
Reference of the Board. The Shareholder's Mandat&viewed on annual basis.

To ensure effectiveness in discharging its duties and resbitities, the Board delegates its specific authoriteethe relevant Board
committees namely Audit Committee (“AC"), Board Risk Maeagent Committee (“‘BRMC”), Nominating Committee (“NC") and
Remuneration Committee (“RC”) as expressly stimdah the terms of references of the respectivedoammittees.

The Board assumes the following key duties andoresipilities:
(a) Business Strategy, Direction and Operation

The Board plays a pivotal role in reviewing the Bank’s stgas, business plans, financial objective and budget,sisktegy and
appetites, and determining the effectiveness kfaigl capital management framework of the Bank.

The Board ensures that clear objectives and policies aablested, within which the Senior Management of the Bank isgerate.
These include strategic planning, credit management anttatoassets and liabilities management, effective agbktsof data
management and management information system @ghk.
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CORPORATE GOVERNANCE STATEMENT (continued)
Duties and Responsibilities of the Boardcontinued)

In 2014, following the appointment of Mr Yuan Bin as the newigtExecutive Officer/Managing Director (“CEO/MD”) of the
Bank end of May 2014, the Senior Management Committee undded&dership has initiated a 5-year Business Plan (201420
encompassing strategies, action plans and financial tgscfor pursuing by the Bank in the next few years. The Bdaad
reviewed and approved the same for implementati@eicember 2014.

A performance assessment methodology for Senior Manaddmeralso been approved by the Board in 2014, through whieh th
performance of the Senior Management in carrying out tlaegies and policies will be systematically and objecyivel/iewed and
assessed by the Board on a yearly basis.

(b) Risk Management, Internal Control and GoveredPimcesses

The Board has the responsibilities to review and ensure fileetiveness and comprehensiveness of risk managemeictesol
processes and infrastructure to identify, measure, moaitd control all risk categories in key areas of the Bank'srapjon and the
maintenance of a sound internal control system.

The Board reviews the risk management capabilities peradiglito support the business expansion and ensure the acleqtithe
operations of the Bank within the Bank’s defined risk apedind tolerance level, and framework of laws and policidsoAmore
importantly to exercise the oversight function on the olfekati-Money Laundering/Counter Financing Terrorism (YA/CFT")
measures undertaken by the Bank.

Risk management has been the collective responsibilith@fBoard, Senior Management and every employee of the Badh E
individual is expected to promote self-regulation and beoaatable for his/her own activities as well as to maintainical
principles and behaviour in the daily business conducte Sthte of compliance with laws, regulations and interndicigs and
procedures are reported to AC, BRMC and the Boarquarterly basis.

The Board governs the adequacy and integrity of the Bankésnal control system. With the support of the AC and Interna
Auditors, the Board ensures that there is an effective afidieft framework for reporting internal controls and ré&gary non
compliance or breaches.

Roles of the Chairman and CEO/MD

Mr Mo Fumin, the Non-Independent Non-Executive Chairmaanages the affairs of the Board with a view to ensure that tad
functions effectively and meets its obligations and respulities. He ensures all Members have the opportunityxjoress their
views, opinions and ideas for proper decision mgkifithe Board.

At the highest executive level, Mr Yuan Bin, who currentlydsothe CEO/MD position, assumes the overall responséslitor the
execution of the Bank's strategies and plans in line with Board’s direction, oversees the overall operation andedrithe
businesses and performance towards achieving the Barsgitgand goals. In carrying out his tasks, the CEO/MD is suepdy a
Senior Management Committee which comprises of CEO/MD a<Cthairman, Deputy CEOs, Deputy Chief Compliance Officer
and Assistance CEO.

Director’s Appointment and Re-election
(a) Appointment of Directors
The NC is guided by BNM's CG Guidelines to ensure the Board hemhave the appropriate fitness and propriety to properly

discharge their prudential responsibilities on appoimtnaad during the course of their appointment. A fit and pragssessment is
carried out for each Director and identified keyridgement in accordance to the Fit and Proper Palitlye Bank.

As for the re-appointment of the existing Directors, the M€&rs to the results of the individual assessments condw@ehe Board
Performance Evaluation besides their on-going autigsns with the Directors.
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CORPORATE GOVERNANCE STATEMENT (continued)
Director’'s Appointment and Re-election(continued)

The application for the appointment or re-appointment afeBtors will be submitted to BNM for consideration once thene is
approved by the Board.

(b) Re-election of Directors

All Directors, except for MD, are subject to retirement byation. Pursuant to Article 73 of the Articles of Associatiat least one-
third of the Board is subject to retirement by rotation ateAanual General Meeting. Retiring directors can offer thelwves for re-
election.

Board Performance Evaluation

The Bank has since 2011 undertaken the Board Performandedfiwa exercise annually on the Board and Board commitiéts
the objective to assess their effectiveness artcftthe individual Directors.

The evaluation is based on a combination of self and peessis®at performed via a customised questionnaire. The lbvera
evaluation results will be tabled to the NC and the Board forsideration. Each Director is provided with the indivitltesults on
each area of assessment for personal information and fumpeovement. The results of the Director’s self and pealtion also
form part of the basis for evaluation by the NCtfe re-appointment of the respective Directors.

Assessment of Independence

The Independent Directors are required to provide theirficoations on their compliance with the criteria and defon of
“Independent Director” as stipulated in BNM’'s CGilines.

Information Access

The Board members may interact directly with the Managemeeeeking their clarification and advices as well as reqémst
information on matters pertaining to the Bank’s operatiobusiness concerns. The Board members regularly obtagrsdbice and
dedicated support services of the Company Secretary irriagghe effective functioning of the Board. Should the needes, the
Directors may also seek independent professional adatéise Bank's expense when deemed necessary for the prgobadje of
their duties.

Conduct of Board Meeting

The Board meets six times a year with additional meetingseoed when urgent and important decisions need to be takeedr
the scheduled meetings. Due notice is given for the schednéetings and matters to be dealt with. All Board meetingg@edings
are properly recorded, including issues discusaddcanclusions made in discharging its duties asgansibilities.

Agenda for each Board meeting and papers relating to thedageams are disseminated to all Directors well before thetimg, to
provide sufficient time for the Directors to review the Bdgrapers and seek clarifications from the Management, ifired. Where
urgency prevails and if appropriate, decisions are alsertdky way of a Directors’ Circular Resolution in accordandéhvthe
Articles of Association.
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CORPORATE GOVERNANCE STATEMENT (continued)
Conduct of Board Meeting(continued)

A total of six meetings were held for the financial year en@8&dDecember 2014. The attendance of each Director in offitkeea
Board Meetings held in the financial year 2014eisait below:-

Directors Independent/Non-Independent Attendance at meetings
Mo Fumin Non-Independent Non-Executive Chairman 6/6 (100%)

Yuan Bin Non-Independent Executive Director 4/4 (100%)
(appointed on 28 May 2014)

Dato’ Leong Khee Seong Independent Non-Executive Director 6/6 (100%)

Ong Ah Tin @ Ong Chee Kwee Independent Non-Executive Director 6/6 (100%)

Lan Li Non-Independent Non-Executive Director 5/6 (83%)

Hong Guilu Non-Independent Non-Executive Director 6/6 (100%)

Tian Fenglin Non-Independent Non-Executive Director 0/2 (0%)
(resigned on 28 May 2014)

All Directors in office as at 31 December 2014 have compliéith the required minimum Board Meetings attendance of 75&eun
the revised guidelines of BNM.

Board Committees

Specific responsibilities have been delegated to the aeleBoard committees, all of which have written terms of refiees. These
committees have oversight authorities to examine and/oisider all matters within their scope of responsibility amzdke
recommendations to the Board for approval, if required. Tieutes of the committees’ meetings are tabled to the Board f
information.

The Board committees are as follows:

i) Audit Committee;

i) Board Risk Management Committee;
iii) Nominating Committee; and

iv) Remuneration Committee.

~ N N~

Audit Committee

The objective of the AC is primarily to assist the Board in\pding independent oversight of the Bank’s financial rejmgy, internal
control system, risk management function and gamre processes.

The Committee with the assistance of both external andnateauditors, where deemed appropriate, reviews the itytegnd
reliability of the Bank's financial statements @ayly or quarterly basis, prior to recommendingsme for the Board's approval.

The Committee also meets twice a year with thereateuditors, without the presence of the Managenfier discussion on any k
issues/areas that require attention of the Comerétiel the Board.

The Committee also undertakes an assessment of the stytabd independence of the external auditors based onfguaalicriteria
for the appointment of auditors and terms of engagement&dnrdance with BNM's Guidelines on External Auditors. Hayi
reviewed and satisfied with their performance, the Conamittvill recommend the re-appointment of the external atalito the
Board, upon which the shareholder’s approval velsbught at the Annual General Meeting.
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CORPORATE GOVERNANCE STATEMENT (continued)
Board Committees(continued)

Audit Committee (continued)

During the financial year ended 31 December 2014, a totaighft eneetings were held. The Committee comprises of thewvatig
members and the details of attendance of each meahbiee Committee meetings held during the yeararfollows:

Members of AC Independent/Non-Independent Attendance at meetings
Dato’ Leong Khee Seong Chairman/Independent Non-Executive Director 8/8 (100%)
Ong Ah Tin @ Ong Chee Kwee Independent Non-Executive Director 8/8 (100%)
Lan Li Non-Independent Non-Executive Director 8/8 (100%)

The salient terms of reference of the AC are devia!:

= to oversee the functions of the Internal Audit DepartmedAD") and ensuring compliance with relevant regulatory
requirements;

= toreview and approve the annual audit plan including itdtaalgjectives, scope and resources allocation as well asesutent
changes thereof;

= to review internal audit findings/reports, Managemengsponses as well as remedial actions and follow-up on stdtus
rectification;

= to review and discuss with the external auditors and Managen the fairness of presentation and transparent ragaofi
the financial statements and timely publicationthaf financial accounts;

= to appoint, set compensation, evaluate performandelecide on the transfer and dismissal of thef@hiernal Auditor;

= to review the adequacy and effectiveness of the internaraisnand risk management processes and to ensure cleafline
reporting is established for timely communication of isswehich have an impact on the effectiveness of the Bank’s risk
management framework;

= to select and recommend the external auditors for appomtarel re-appointment by Board annually, including remo¥ahe
external auditors, where relevant;

= to review the performance, independency and objectivitthefexternal auditors, including the requisite disclosdrem the
external auditors evidencing their independency;

= to review and approve the provision of non-audit servicehgyexternal auditor so as to ensure that the provision ofaumtit
services does not interfere with the exercise @éjendent judgement of auditors;

= toreview all related party transactions and kéepBoard informed of such transactions; and

= to ensure that independent audits are conducted to assesfféttiveness of the policies, procedures and contrals fo
AML/CFT measures within the Bank and also the measures direeimvith the latest developments and changes of the refevan
AML/CFT requirements.
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CORPORATE GOVERNANCE STATEMENT (continued)

Board Committees(continued)

Audit Committee (continued)

Internal Audit Function

The Bank has an internal audit function which is guided byititernal Audit Charter and reports to the AC. The primardieris to
assist the AC in discharging its duties and responsitslitiy independently reviewing and reporting on the adequany a
effectiveness of the Bank’s risk management, irtiecontrol system and governance processes.

The AC approves the annual audit plan of the Bank at the begjrof each financial year. IAD adopts a risk-based apprpdiben

by a systematic and comprehensive risk assessment modehiagimg the internal audit activities. The fundamentah&evork for
the internal audit function is based on the Committee of Spong Organisations of the Treadway Commission (“COSO”)
framework, a well-recognised risk and control framework tlee evaluation of the design and operating effectivenéssternal
control. The use of the COSO framework is integtétéo the internal audit activities.

The scope of the internal audit covers the audit of all uniid aperations of the Bank. The priority of internal auditidties are
identified through risk assessment and in accorlanth the annual audit plan approved by the AC.

During the financial year 2014, IAD has conducted auditsxangine and assess the adequacy, effectiveness and effi@émnisk

management functions and internal control system as welb asview the compliance with the established policiescpdures,
guidelines and regulatory requirements. The audit repartéch provide the results of audits/reviews conductedudiiog the

remedial actions for rectifying audit issues, are submhittethe AC for review. There are also follow-up and escatatimcedures in
place for the tracking of all audit issues to falsolution.

Board Risk Management Committee

The Board has entrusted BRMC with the responsibilities tiviple oversight and governance of risks for the Bank. The iGitiee
oversees the risk framework, reviews the risk manageméinttees and policies formulated by the Management for reggendation
to the Board for approval.

The Committee comprises of two Independent Non-Executivedirs and one Non-Independent Non-Executive Directbne
composition of the BRMC and the attendance of thenbers at meetings held in 2014 are as follows:

Members of BRMC Independent/Non-Independent Attendance at meetings
Ong Ah Tin @ Ong Chee Kwee Chairman/Independent Non-Executive Director 6/6 (100%)
Dato’ Leong Khee Seong Independent Non-Executive Director 6/6 (100%)
Hong Guilu Non-Independent Non-Executive Director 5/6 (83%)

The salient terms of reference of the Committeeaari®llows:
= to review and recommend risk management stratquidisjes and risk tolerance for Board’s approval;
= to review and assess the adequacy of risk management podin framework in identifying, measuring, monitoring and

controlling risk and the extent to which these are operagfifigctively; and obtaining assurances that they are beihgr@d to
on timely basis;

= to ensure infrastructure, resources and systems are i ftacrisk management that is, ensuring staff responsible fo
implementing risk management systems perform theies independently of the Bank’s risk taking ts;
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CORPORATE GOVERNANCE STATEMENT (continued)
Board Committees(continued)
Board Risk Management Committeg(continued)
= to review Management's periodic reports on riskasxpe, risk portfolio composition and risk managenaetivities;

= to evaluate and provide input on such strategies and/aripslto suit local conditions and make appropriate recondiaugons
thereof to the Board where risk strategies anctjgsliare driven by the parent bank;

= to provide oversight for establishing AML/CFT policies amthimum standards, overall AML/CFT risk profiles and maasu
undertaken by the Bank;

= to review and ensure a forward looking and dynamic capitalagament processes that incorporating changes in the 8ank’
strategic business direction, risk profiles, operatingiremment and other factors that could materially affect tapital
adequacy;

= toreview and approve the Bank’s overall stress testing otetlogy, which should be forward looking with defined sasois)
that cover various material risks and business areas. Tt & the stress tests should facilitate the developménmisk
mitigation or contingency plans for the stressezhacio(s); and

= to review and recommend new products and services thatreegpproval by the Board per BNM's guidelines based on the
recommendation from the New Product Approval Cor@ait

The details pertaining to the Bank’s risk managerframework are set out on pages 55 to 67 of tfiraacial statements.

Nominating Committee

The NC comprises four Non-Executive Directors and one BxesDirector. The NC met three times during financial ye@i2.
The composition of the NC and the attendance ofrtbenbers at meetings held in 2014 were as follows:

Members of NC Independent/Non-Independent Attendance at meetings
Dato’ Leong Khee Seong Chairman/Independent Non-Executive Director 3/3 (100%)
Ong Ah Tin @ Ong Chee Kwee Independent Non-Executive Director 3/3 (100%)
Yuan Bin Non-Independent Executive Director 3/3 (100%)
Lan Li Non-Independent Non-Executive Director 3/3 (100%)
Hong Guilu Non-Independent Non-Executive Director 1/3 (33%)

The salient terms of reference of the NC are sebelow:

= to establish minimum requirements for the Board members thi required mix of skills, experience, qualification arter
core competencies required of a director. The Committedsts r@sponsible for establishing minimum requirementstfier
CEO. The requirements and criteria should be apguttvy the Board;

= to recommend and assess the nominees for directorshipd Boanmittee members as well as nominees for the CEO. This
includes assessing directors/CEO for re-appointment tp®expiry of their respective terms of appointment as apgidy
BNM. The final decision as to who shall be nomidasbould be the responsibility of the Board;

= to oversee the overall composition of the Board, in termdefappropriate size and skills, and the balance betweentaxec
directors, non-executive directors and independiattors through annual review;

= to recommend to the Board the removal of a director or CEO beroSenior Management members from the Board or
management if he/she is ineffective, errant andiget in discharging his/her responsibilities;
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CORPORATE GOVERNANCE STATEMENT (continued)
Board Committees(continued)
Nominating Committee (continued)
= to establish a mechanism for the formal assessment on teetigéfness of the Board as a whole and the contribution df eac
director to the effectiveness of the Board, the contribubbthe Board’s various committees and the performanceeoEO

and other Senior Management members. Annual assessmeid $feconducted based on objective performance criteria.
Such performance criteria should be approved bytaed;

= to ensure all Directors receive appropriate continuousitrg programme(s) in order to keep abreast with the latest
developments in the industry;

= to oversee the appointment of Senior Management membergdéaent succession planning and performance evaludtion o
Senior Management members;

= to assess on annual basis, and ensure that the directorgaiod Banagement members are not disqualified under $egfo
of the Financial Services Act 2013; and

= to assess the fit and proper of key responsibleoperas defined in the Bank’s Fit and Proper Policy

Remuneration Committee

The RC comprises four Non-Executive Directors of whom twe ladependent Non-Executive Directors. The RC met twicéndur
financial year 2014. The composition of the RC #relattendance of the members at meetings heldlid @ere as follows:

Members of RC Independent/Non-Independent Attendance at meetings
Ong Ah Tin @ Ong Chee Kwee Chairman/Independent Non-Executive Director 2/2 (100%)
Dato’ Leong Khee Seong Independent Non-Executive Director 2/2 (100%)
Lan Li Non-Independent Non-Executive Director 2/2 (100%)
Hong Guilu Non-Independent Non-Executive Director 1/2 (50%)

The salient terms of reference of the RC are sebelow:

= to recommend a framework of remuneration for directors, C&@ other Senior Management members for the Board'’s
approval. The remuneration framework should support thekBeculture, objectives and strategy to reflect the resgimlity
and commitment of the Board members, CEO and other Senioralykanent members. There should be a balance in
determining the remuneration package, either to rewardtaim members of the Board or staff of caliber and at the sanee t
without compromising the short term and long term interelsthe Bank. The framework should cover all aspects of
remuneration including director’s fees, salariéeyances, bonuses, share options and benefitgoh-knd

= to recommend specific remuneration packages for execdineztors and the CEO. The remuneration package should be
structured such that it is competitive and consistent withBank’s culture, objectives and strategy. Salary scatesm up
should be within the scope of the general business policynabtbe dependent on short-term performance to avoid inanti
for excessive risk-taking. As for non-executive directansl independent directors, the level of remuneration shiogllinked
to their level of responsibilities undertaken and contiifiu to the effective functioning of the Board. In additiotine
remuneration of each Board member may differ basettheir level of expertise, knowledge and expegen
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CORPORATE GOVERNANCE STATEMENT (continued)

Board Committees(continued)

Remuneration Committee(continued)

The Bank’s Independent Non-Executive Directors receive®ors’ fee and meeting attendance allowances. The abigtors’
fees are subject to shareholders’ approval at the Annuati@eMeeting (“AGM”) of the Bank. The nature and amount of fleac

major element of the remuneration of the CEO/MD and Indepentlon-Executive Directors for financial year 31 Deceni@t4
are disclosed in Note 25 (c) to the financial stegets.

Accountability and audit

Financial reporting

It is the Board’s commitment to present a balanced and mgariassessment of the Bank’s financial performance andpaets at
the end of the financial year, primarily through the annigdricial statements to BNM. The Board is assisted by the AG/&rsee
the Bank’s financial reporting process and theitef its financial reporting.

Directors’ responsibility statement in respect of lhe preparation of the audited financial statements

The Board is responsible for ensuring that the financiakstants give a true and fair view of the state of affairs ofBaek as at

the end of the accounting period and of its operation resuits cash flows for the year then ended. In preparing the diahn
statements, the Directors have ensured that the prepagaiibfair presentation of these financial statements aaedonrdance with
Malaysian Financial Reporting Standards, Internatiomaduficial Reporting Standards and the requirements of thep@oies Act,

1965 in Malaysia in all respects and other legglirements.

Relationship with the Auditor

Key features underlying the relationship of the with the external auditors are included in the Ateisns of reference.

13



Industrial and Commercial Bank of China (Malaysia) Berhad
(Company No. 839839 M)
(Incorporated in Malaysia)

DIRECTORS’ REPORT
For the year ended 31 December 2014

The Directors have pleasure in submitting their report dedaudited financial statements of the Bank for
the financial year ended 31 December 2014.

PRINCIPAL ACTIVITIES

The Bank is principally engaged in the provisiorbahking and other related financial services.

RESULTS

RM’'000
Profit before taxation 26,696
Tax expense (7,456)
Profit for the year 19,240

RESERVES AND PROVISIONS

There were no material transfers to or from reserves andgiomeg during the financial year under review
except as disclosed in the financial statements.

DIVIDENDS

No dividend was paid during the financial year and the Doectlo not recommend any dividend to be paid
for the financial year.

DIRECTORS OF THE BANK
Directors who held office during the year since dla¢e of the last report are:

Mr Mo Fumin

Mr Yuan Bin (Appointed on 28 May 2014)
YBhg Dato’ Leong Khee Seong

Mr Ong Ah Tin @ Ong Chee Kwee

Ms Lan Li

Mr Hong Guilu

Mr Tian Fenglin (Resigned on 28 May 2014)

Pursuant to Section 129 of the Companies Act 1965, YBhg Dha&wng Khee Seong retires at the
forthcoming Annual General Meeting of the Bank &eéhg eligible, offers himself for re-election.

In accordance with Article 73 of the Bank’s Articles of Asgion, Mr Hong Guilu retires at the
forthcoming Annual General Meeting and, being bligi offers himself for re-election.

14
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DIRECTORS’ INTEREST

None of the Directors holding office as at 31 December 201di dray interest in the ordinary shares and
options over shares of the Bank and of its relat@gorations during the financial year.

DIRECTORS’ BENEFITS

Since the end of the previous financial year, no Directorhef Bank has received nor become entitled to
receive any benefit (other than a benefit included in theegmte amount of emoluments received or due
and receivable by Directors as shown in the financial statémor the fixed salary of a full time employee
of the Bank or of related corporations as shown in Note 25ddhé financial statements) by reason of a
contract made by the Bank with the Director or with a firm ofighthe Director is a member, or with a
company in which the Director has a substantiarfoial interest.

There were no arrangements during and at the end of the falajear which had the object of enabling

Directors of the Bank to acquire benefits by means of the iaitpn of shares in, or debentures of, the Bank
or any other body corporate.

ISSUE OF SHARES AND DEBENTURES

There were no changes in the authorised, issued and paidpitalcof the Bank during the financial year.
There were no debentures issued during the fineyesa.

OPTIONS GRANTED OVER UNISSUED SHARES

No options were granted to any person to take igsuad shares of the Bank during the financial.year

BANK RATINGS

The Bank has not been rated by any external agencie

HOLDING COMPANY

The Directors regard Industrial and Commercial Bank of @Hiimited, a company incorporated in China,
as the holding company of the Bank.
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OTHER STATUTORY INFORMATION

Before the financial statement of the Bank were made outDihectors took reasonable steps to ascertain
that:

i) adequate provision has been made for doubtful dabts

i) any current assets which were unlikely to be realised in tHaary course of business have been written
down to an amount which they might be expected sedlise.

At the date of this report, the Directors are neaie of any circumstances:

i) that would render the amount of the provision for doubtfubtdein the Bank inadequate to any
substantial extent; or

ii) that would render the value attributed to the current assetse financial statements of the Bank
misleading; or

iif) which has arisen which render adherence to the existingadethvaluation of assets and liabilities of
the Bank misleading or inappropriate; or

iv) not otherwise dealt with in this report or the financial staents, that would render any amount stated in
the financial statements of the Bank misleading.

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

i) any charge on the assets of the Bank that has arisen sincediué the financial year and which secures
the liabilities of any other person; or

i) any contingent liability in respect of the Banktthas arisen since the end of the financial year.

No contingent liability or other liability of the Bank has ¢mme enforceable, or is likely to become
enforceable within the period of twelve months after the ehthe financial year which, in the opinion of
the Directors, will or may substantially affect the abilitf/the Bank to meet its obligations as and when they
fall due.

In the opinion of the Directors, the financial performandettee Bank for the financial year ended 31
December 2014 have not been substantially affected by any, itransaction or event of a material and
unusual nature nor has any such item, transaction or eventrec in the interval between the end of that
financial year and the date of this report.

16
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AUDITORS
The auditors, Messrs KPMG, have indicated theilinghess to accept re-appointment.

Signed on behalf of the Board of Directors in ademice with a resolution of the Directors.

Yuan Bin

Dato’ Leong Khee Seong

Kuala Lumpur, Malaysia
Date: 26 March 2015
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Industrial and Commercial Bank of China (Malaysia) Berhad 18
(Company No. 839839 M)
(Incorporated in Malaysia)

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

We, Yuan Bin and Dato’ Leong Khee Seong being two of the damscodf Industrial and Commercial Bank of
China (Malaysia) Berhad, do hereby state on behalf of thectirs that, in our opinion, the financial
statements set out on pages 22 to 68 are drawn up in accordéaticévalaysian Financial Reporting
Standards, International Financial Reporting Standandistie requirements of the Companies Act, 1965 in
Malaysia so as to give a true and fair view of the financialifpms of the Bank as at 31 December 2014 and of
its financial performance and cash flows of the IBfm the year then ended.

Signed on behalf of the Board of Directors in adeoice with a resolutions of the directors:

Yuan Bin

Dato’ Leong Khee Seong

Kuala Lumpur, Malaysia
Date: 26 March 2015



Industrial and Commercial Bank of China (Malaysia) Berhad 19
(Company No. 839839 M)
(Incorporated in Malaysia)

STATUTORY DECLARATION PURSUANT TO

SECTION 169 (16) OF THE COMPANIES ACT, 1965

I, Yuan Bin, being the Director primarily responsible foretHinancial management of Industrial and

Commercial Bank of China (Malaysia) Berhad, do solemnly aimterely declare that, to the best of my

knowledge and belief, the financial statements set out ge$22 to 68 are correct, and | make this solemn

declaration conscientiously believing the same to be tamel, by virtue of the provisions of the Statutory
Declarations Act, 1960.

Subscribed and solemnly declared by the above namntedala Lumpur, Malaysia on 26 March 2015.

Yuan Bin

BEFORE ME:



Independent Auditors’ Report to the Member Of
Industrial and Commercial Bank of China (Malaysia) Berhad

(Company No. 839839 M)
(Incorporated in Malaysia)

Report on the Financial Statements

We have audited the financial statements of Industrial anchi@ercial Bank of China (Malaysia) Berhad,
which comprise the statement of financial position as at 8tdinber 2014 of the Bank, and the statements of
profit or loss and other comprehensive income, statemectiarfiges in equity and statement of cash flows of the
Bank for the year then ended, and a summary of significardwating policies and other explanatory notes, as
set out on pages 22 to 68.

Directors’ Responsibility for the Financial Statemte

The Directors of the Bank are responsible for the preparatfdinancial statements so as to give a true and fair
view in accordance with Malaysian Financial Reporting 8tads, International Financial Reporting Standards
and the requirements of the Companies Act, 1965 in Malay®ie. Directors are also responsible for such
internal control as the Directors determine is necessagnéble the preparation of financial statements that are
free from material misstatement, whether due todrar error.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain auditdewice about the amounts and disclosures in the
financial statements. The procedures selected depend rojuadgement, including the assessment of risks of
material misstatement of the financial statements, whethe to fraud or error. In making those risk
assessments, we consider internal control relevant to #mi'B preparation of financial statements that give a
true and fair view, in order to design audit procedures thatsgpropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness oBHi’s internal control. An audit also includes
evaluating the appropriateness of accounting policied asd the reasonableness of accounting estimates made
by the Directors, as well as evaluating the ovgnakentation of the financial statements.

We believe that the audit evidence we have obtained is seiffi@and appropriate to provide a basis for our audit
opinion.

20
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Opinion

In our opinion, the financial statements give a true andJaw of the financial position of the Bank as of 31
December 2014 and of its financial performance and cashsfifmw the year then ended in accordance with
Malaysian Financial Reporting Standards, Internationafifcial 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 A&5 1® Malaysia, we also report that in our opinion,
the accounting and other records and the registers redoyréte Act to be kept by the Bank have been properly
kept in accordance with the provisions of the Act.

Other Matters

This report is made solely to the member of the Bank, as a biodgccordance with Section 174 of the
Companies Act, 1965 in Malaysia and for no other purpose. Bvieodl assume responsibility to any other person
for the content of this report.

KPMG Foong Mun Kong
Firm Number: AF 0758 Partner
Chartered Accountants Approval Number: 2613/12/16(J)

Petaling Jaya, Malaysia

Date: 26 March 2015



Industrial and Commercial Bank of China (Malaysia) Berhad
(Company No. 839839 M)
(Incorporated in Malaysia)

STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2 014

2014 2013
Note RM’000 RM’000
ASSETS
Cash and short-term funds 4 1,639,495 2,478,860
Deposits and placements with banks and other
financial institutions 5 107,600 556,355
Financial investments available-for-sale 6 55,156 99,040
Loans, advances and financing 7 2,210,784 1,821,613
Derivative financial assets 30 592 7,880
Other assets 8 7,164 19,342
Statutory deposits with Bank Negara Malaysia 9 10,340 3,601
Tax recoverable - 3,431
Plant and equipment 10 4,303 6,188
Intangible asset 11 1,344 1,864
Deferred tax assets 12 3,102 863
TOTAL ASSETS 4,039,880 4,999,037
LIABILITIES
Deposits from customers 13 1,949,828 1,325,195
Deposits and placements of banks and other
financial institutions 14 1,650,218 3,269,095
Derivative financial liabilities 30 542 12,317
Other liabilities 15 51,986 25,297
Provision for taxation 960 -
TOTAL LIABILITIES 3,653,534 4,631,904
EQUITY
Share capital 16 331,000 331,000
Reserves 17 55,346 36,133
EQUITY ATTRIBUTABLE TO OWNER
OF THE BANK 386,346 367,133
TOTAL LIABILITIES AND EQUITY 4,039,880 4,999,037
COMMITMENTS AND CONTINGENCIES 27 2,498,328 3,380,078

The notes set out on pages 26 to 68 form an iftpgraof these financial statements.
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Industrial and Commercial Bank of China (Malaysia) Berhad

(Company No. 839839 M)
(Incorporated in Malaysia)

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2014

Interest income
Interest expense
Net interest income

Net fee income

Net trading income

Net operating income
Other operating expenses

Operating profit

Allowance for impairment on loans, advances and

financing

Profit before taxation
Tax expense

Profit for the year

Other comprehensive income, net of tax
Fair value reserve
- Changes in fair value
- Amount transferred to profit or loss
- Deferred tax adjustment

Total other comprehensive expense for the year

Total comprehensive income for the year

Basic earnings per ordinary share (s

Note

18
18

18

19

20

22

23

24

2014 2013
RM’000 RM’000
132,924 110,053
(74,021) (74,220)
58,903 35,833
11,090 14,411
15,538 10,895
85,531 61,139
(54,032)  (44,310)
31,499 16,829
(4,803) (4,488)
26,696 12,341
(7,456) (4,385)
19,240 7,956
121 (237
(320) -
172 (64
27) (301)
19,213 7,655
5.81 2.40

The notes set out on paggto 68 form an integral part of these financiateaments.



Industrial and Commercial Bank of China (Malaysia) Berhad
(Company No. 839839 M)
(Incorporated in Malaysia)

STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 3 1 DECEMBER 2014

24

Non-distributable Distributable
Share Statutory Available-for-sale Regulatory Retained Total
Capital Reserve Reserve Reserve Earnings Equity
RM’000 RM’000 RM’'000 RM’'000 RM’000 RM’000
At 1 January 2013 331,000 12,629 50 - 15,799 359,478
Total comprehensive income for the year
Profit for the year - - - - 7,956 7,956
Other comprehensive income, net of tax
Fair value reserve
- Net changes in fair value - - (237) - - (237
- Deferred tax adjustment - - (64) - - (64
Total other comprehensive expense for the year - - (301) - - (301)
Total comprehensive (expense)/income for the year - - (301) - 7,956 7,655
Transfer to statutory reserve - 3,978 - - (3,978) -
Transfer to regulatory reserve - - - 6,175 (6,175) -
At 31 December 2013 331,000 16,607 (251) 6,175 13,602 367,133
At 1 January 2014 331,000 16,607 (251) 6,175 13,602 367,133
Total comprehensive income for the year
Profit for the year - - - - 19,240 19,240
Other comprehensive income, net of tax
Fair value reserve
- Changes in fair value - - 121 - - 121
- Amount transferred to profit or loss (320) (320
- Deferred tax adjustment - - 172 - - 177
Total other comprehensive expense for the year - - (27) - - (27)
Total comprehensive (expense)/income for the year - - 27) - 19,240 19,213
Transfer to statutory reserve - 9,620 - - (9,620) -
Transfer to regulatory reserve - - - 4,876 (4,876) -
At 31 December 2014 331,000 26,227 (278) 11,051 18,346 386,346
Note 16 Note 17.1 Note 17.2 Note 17.3 Note 17.4

The notes set out on pages 26 to 68 form an irltpgraof these financial statements.



Industrial and Commercial Bank of China (Malaysia) Berhad

(Company No. 839839 M)
(Incorporated in Malaysia)

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED

31 DECEMBER 2014

Cash flows (used in)/generated from operating actities
Profit before taxation
Adjustments for:
Depreciation of plant and equipment
Amortisation of intangible asset
Allowance for impairment on loans, advances andrfaing
Net unrealised (gains)/losses arising from denveatiading

Operating profit before working capital changes

Decrease/(Increase) in operating assets
Deposits and placements with banks and other
financial institutions
Loans, advances and financing
Other assets
Statutory deposits with Bank Negara Malaysia

Increase/(Decrease) in operating liabilities
Deposits from customers
Deposits and placements of banks and other
financial institutions
Other liabilities

Cash (used in)/generated from operations
Income taxes paid

Net cash (used in)/generated from operating activdés

Cash flows generated from/(used in) investing actities
Purchase of plant and equipment

Net proceeds/(purchase) of financial investmamgslable-for-sale

Net cash from/(used in) investing activities
Net (decrease)/increase in cash and cash equivakent

Cash and cash equivalents at beginning of the finaral year

Cash and cash equivalents at end of the financiabgr

Cash and cash equivalents comprise:

Cash and short-term funds

Note

2014 2013
RM'000  RM'000
26,696 12,341
2,244 2,259
520 520
4,803 4,488
(4,487) 5,198
78,7 24,806
448755 816,196
(393,974) (1,458,642)
12,421 (9,230)
(6,739) (3,601)
624,633 663,203
(1,618,877) 1,162,881
26,689 6,236
(877,316) 1,201,849
(5,132) (5,878)
(882,448) 1,195,971
(359) (4,158)
43,442 (48,562)
43,083 (52,720)
(839,365) 1,143,251
2,478,860 1,335,609
1,639,495 2,478,860
1,639,495 2,478,860

The notes set out on pages 26 to 68 form an intpgraof these financial statements.



Industrial and Commercial Bank of China (Malaysia) Berhad 26
(Company No. 839839 M)
(Incorporated in Malaysia)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDE D
31 DECEMBER 2014

1.

General information

Industrial and Commercial Bank of China (Malaysia) Bertgd public limited liability company incorporated and
domiciled in Malaysia. The Bank is principally engaged im throvision of banking and other related financial
services. The addresses of its registered offidepaimcipal place of business are as follows:

Registered office Principal place of business
Level 34C, Menara Maxis Level 35, Menara Maxis
Kuala Lumpur City Centre Kuala Lumpur City Centre
50088 Kuala Lumpur. 50088 Kuala Lumpur.

The financial statements were authorised for issutne Board of Directors on 26 March 2015.
Basis of preparation
@ Statement of compliance

The financial statements of the Bank have been prepareccor@dance with Malaysian Financial Reporting
Standards (“MFRSs"), International Financial ReportirtgriSlards and the requirements of the Companies
Act, 1965 in Malaysia.

The following are accounting standards, amendments arapimtations that have been issued by the
Malaysian Accounting Standards Board (“MASB”) batve not been adopted by the Bank.

MFRSs, Interpretations and amendments effecting famnual periods beginning on or after 1 July 2014

Amendments to MFRS Eirst Time Adoption of Malaysian Reporting Standadnnual Improvements
2011 - 2013 Cycle)

Amendments to MFRS Bhare-based Payment (Annual Improvements 20102 @@dtle)

Amendments to MFRS Business Combinations (Annual Improvements 20002 Zycle and 2011 -
2013 Cycle)

Amendments to MFRS &perating Segments (Annual Improvements 2010 - 2ytR)

Amendments to MFRS 18air Value Measurement (Annual Improvements 202012 Cycle and 2011
-2013 Cycle)

Amendments to MFRS 11€roperty, Plant and Equipment (Annual Improvem@®s0 - 2012 Cycle)

Amendments to MFRS 11gmployee Benefits - Defined Benefit Plans: Empl&@eributions

Amendments to MFRS 12&elated Party Disclosures (Annual Improvements 20A@12 Cycle)

Amendments to MFRS 13&tangible Assets (Annual Improvements 2010 - ZDjde)

Amendments to MFRS 14vestment Property (Annual Improvements 20111320ycle)

MFRSs, Interpretations and amendments effecting for anriyzeriods beginning on or after 1 January
2016

Amendments to MFRS Bon-current Assets Held for Sale and Discontinupér@tions (Annual
Improvements 2012 - 2014 Cycle)

Amendments to MFRS Financial Instruments: Disclosures (Annual Improesns 2012 - 2014 Cycle)

Amendments to MFRS 1@onsolidated Financial Statemenasid MFRS 128nvestments in
Associates and Joint Ventures - Sale or Contidloubdf Assets between an Investor and its Associate
or Joint Venture
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2.

Basis of preparation(continued)

@

Statement of compliancécontinued)

Amendments to MFRS 1@onsolidated Financial Statement8lFRS 12 Disclosure of Interests in Other
Entities andMFRS 128 Investments in Associates and Joint Venturesesknvent Entities:
Applying the Consolidation Exception

Amendments to MFRS 13pint Arrangements - Accounting for Acquisitionsraérests in Joint
Operations

MFRS 14,Regulatory Deferral Accounts

Amendments to MFRS 10Presentation of Financial Statements - Disclosumigdtive

Amendments to MFRS 11€roperty, Plant and Equipment alMFRS 138 Intangible Assets

- Clarification of Acceptable Methods of Depreaistiand Amortisation

Amendments to MFRS 11@roperty, Plant and Equipment afdFRS 141 Agriculture - Agriculture:
Bearer Plants

Amendments to MFRS 11gmployee Benefits (Annual Improvements 2012 - Zytle)

Amendments to MFRS 12Beparate Financial Statements - Equity Method paSse Financial
Statements

Amendments to MFRS 13#terim Financial Reporting (Annual Improvementd 26 2014 Cycle)

MFRSs, Interpretations and amendments effecting for anryzeriods beginning on or after 1 January
2017

MFRS 15,Revenue from Contracts with Customers

MFRSs, Interpretations and amendments effecting for anryzeriods beginning on or after 1 January
2018

MFRS 9,Financial Instruments (2014)
The Bank plans to apply the abovementioned stasdardendments and interpretations:

- from the annual period beginning on 1 January 2015 for thtzsedards, amendments or interpretations
that are effective for annual period beginning on or aftenly 2014, except for Amendments to MFRS
2, Amendments to MFRS 3, Amendments to MFRS 8 and Amendme8-RS 140 as they are not
applicable to the Bank.

- from the annual period beginning on 1 January 2016 for thtzselards, amendments or interpretations
that are effective for annual periods beginning on or aftdaduary 2016, except for Amendments to
MFRS 5, Amendments to MFRS 10 and MFRS 128, Amendments to MER&nd MFRS 12,
Amendments to MFRS 11 and Amendments to MFRS 12[egsare not applicable to the Bank.

- from the annual period beginning on 1 January 2017 for thtzselards, amendments or interpretations
that are effective for annual periods beginningoafter 1 January 2017.

- from the annual period beginning on 1 January 2018 for thtzselards, amendments or interpretations
that are effective for annual periods beginningoafter 1 January 2018.

The initial applications of the other standards, amendmantl interpretations are not expected to have any
material financial impact to the current period and priorige financial statements of the Bank, except as
mentioned below:
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2.

Basis of preparation(continued)

@

(b)

(©

(d)

Statement of compliancécontinued)
MFRS 15, Revenue from Contracts with Customers

MFRS 15 replaces the guidance in MFRS 1R8venueThe adoption of MFRS 15 will result in a change
in accounting policy. The Bank is currently assggshe financial impact of adopting MFRS 15.

MFRS 9, Financial Instruments

MFRS 9 replaces the guidance in MFRS 1Bfhancial Instruments: Recognition and Measurementthe
classification and measurement of financial assets arahdial liabilities. Upon adoption of MFRS 9,
financial assets will be measured at either faue@r amortised cost.

The adoption of MFRS 9 will result in a change in accountintjgyo The Bank is currently assessing the
financial impact of adopting MFRS 9.

Basis of measurement

The financial statements of the Bank have been preparedeohistorical cost basis, except for financial
investments available-for-sale and derivative finanitiatruments as disclosed in the notes to the financial
statements.

Functional and presentation currency

The financial statements are presented in Ringgit Malaj®hd), which is the Bank’s functional currency.
All financial information is presented in RM and has beenmed to the nearest thousand, unless otherwise
stated.

Use of estimates and judgements

The preparation of financial information and financialtetaents in conformity with MFRSs requires
management to make judgements, estimates and assumpti@naffect the application of accounting
policies and the reported amounts of assets, liabilitresyme and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are reviewed on amirgngasis. Revisions to accounting estimates
are recognised in the period in which the estimategevised and in any future periods affected.

There are no significant areas of estimation uncertainty enitical judgements in applying accounting
policies that have significant effect on the amounts resghin the financial statements other than those
disclosed in Note 31.
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3.

Significant accounting policies

The accounting policies set out below have been appliedistensly to the periods presented in these financial
statements, unless otherwise stated.

(@ Foreign currency transactions

Transactions in foreign currencies are translated to tkpedive functional currencies of the Bank at
exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreignrenoies at the end of the reporting date are
retranslated to the functional currency at the arge rate at that date.

Non-monetary assets and liabilities denominated in foreigrrencies are not retranslated at the end of
reporting date except for those that are measured at fairevahich are retranslated to the functional
currency at the exchange rate at the date thdaithealue was determined.

Foreign currency differences arising on retranslationracegnised in profit or loss, except for differences
arising on the retranslation of available-for-sale debstritments which are recognised in other
comprehensive income.

(b) Interest recognition

Interest income and expense are recognised in the staterheamprehensive income using the effective
interest method. The effective interest rate is the rat¢ éxactly discounts the estimated future cash
payments and receipts through the expected life of the ¢iahasset or liability (or, where appropriate, a
shorter period) to the net carrying amount of the financéslea or liability. When calculating the effective
interest rate, the Bank estimates future cash flows corisgleall contractual terms of the financial
instrument, but not future credit losses.

The calculation of the effective interest rate includesaatiounts paid or received by the Bank that are an
integral part of the effective interest rate. Transactiasts include incremental costs that are directly
attributable to the acquisition or issue of a ficiahasset or liability.

Interest expense on deposits and borrowings dB#mk are recognised on an accrual basis.
(c) Fees recognition

Loan arrangement fees which are material are recognisedcasne when all conditions precedent are
fulfilled. Guarantee fees and commitment fees which areeri@tare recognised as income based on time
apportionment.

Other fee income on services and facilities extended tooouests are recognised as the related services are
performed.

Other fee expense relating mainly to transaction and serfges, are expensed off as the services are
received.
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(d)

(e)

(®

Operating lease payments

Leases, where the Bank does not assume substantially aikiseand rewards of ownership are classified
as operating leases and the leased assets aexaghised in the statement of financial position.

Payments made under operating leases are recognised ingpriofss on a straight-line basis over the term
of the lease. Lease incentives received are recognisedfit pr loss as an integral part of the total lease
expense, over the term of the lease. Contingent rentalharged to profit or loss in the reporting period in
which they are incurred.

Income tax expense

Income tax expense comprises current and deferred taxeiuex and deferred tax are recognised in profit
or loss except to the extent that it relates to items recegndirectly in equity or other comprehensive
income.

Current tax is the expected tax payable or receivable onatkebte income or loss for the year, using tax
rates enacted or substantively enacted by the end of thetirpperiod, and any adjustment to tax payable
in respect of previous financial years.

Deferred tax is recognised using the liability method, jaimg for temporary differences between the
carrying amounts of assets and liabilities in the stateroéfihancial position and their tax bases. Deferred
tax is not recognised for the following temporary differeacthe initial recognition of assets or liabilities in

a transaction that affects neither accounting nor taxatiétmr loss. Deferred tax is measured at the tax
rates that are expected to be applied to the temporary eliffers when they reverse, based on the laws that
have been enacted or substantively enacted bynthefehe reporting period.

Deferred tax assets and liabilities are offset if there i®@ally enforceable right to offset current tax
liabilities and assets, and they relate to income taxegdeliy the same tax authority on the same taxable
entity, or on different tax entities, but they intend to Eetiurrent tax liabilities and assets on a net basis or
their tax assets and liabilities will be realis@didtaneously.

A deferred tax asset is recognised to the extent that it isgile that future taxable profits will be available
against which the temporary difference can be utilisedebetl tax assets are reviewed at the end of each
reporting period and are reduced to the extent that it is ngdo probable that the related tax benefit will be
realised.

Financial instruments

i) Initial recognition and measurement

The Bank initially recognises loans and advances, depasidsdebt securities issued on the date they
are originated. Regular way purchases and sales of finaassats are recognised on the trade date at
which the Bank commits to purchase or sell the asset. All rofirencial assets and liabilities
(including assets and liabilities designated at fair vahreugh profit or loss) are initially recognised
on the trade date at which the Bank becomes a fmthe contractual provisions of the instrument.

A financial asset or financial liability is measured inilyaat fair value, for a financial instruments not
at fair value through profit or loss, plus transaction calsts are directly attributable to its acquisition
or issue.
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(9)

(h)

Financial instruments (continued)

i) Derecognition
Financial assets are derecognised when the contractiiltageceive cash flows from the assets has

expired; or when the Bank has transferred its contractght to receive the cash flows of the financial
assets, and either:

- substantially all the risks and rewards of owhgrdave been transferred; or
- the Bank has neither retained nor transferred substgntdilthe risks and rewards, but has not
retained control.

On derecognition of a financial asset, the difference betwthe carrying amount and the sum of
consideration received (including any new asset obtaiesd hny new liability assumed) and any
cumulative gain or loss that had been recogniseduity is recognised in the profit or loss.

Financial liabilities are derecognised when the Bank’s tamtual obligations are discharged,
cancelled, or expired.

On derecognition of a financial liability, the differencetiveen the carrying amount of the financial
liability extinguished or transferred to another party éimel consideration paid, including any non-cash
assets transferred or liabilities assumed, is r@ised in profit or loss.

iii) Offsetting
Financial assets and financial liabilities are offset ahd het amount reported in the statement of

financial position when there is a legally enforceable trighoffset the recognised amounts and there is
an intention to settle on a net basis, or realiedhsset and settle the liability simultaneously.

Income and expenses are presented on a net basislen permitted under the MFRSs.
Cash and cash equivalents

Cash and cash equivalents consist of notes and coins on harektricted balances held with BNM and
highly liquid financial assets maturing within one monttigh are subject to insignificant risk of changes
in their fair value, and are used by the Bank mrttanagement of its short-term commitments.

Derivative financial instruments

Derivatives are recognised at fair value in the statemefihahcial position. Gains and losses (realised and
unrealised) arising from changes in the fair vateerecognised in profit or loss.

(i) Forward Foreign Exchange Contracts
Forward contracts are valued at the prevailing forwardsrateexchange at the reporting date. The
resultant unrealised gains and losses are recabmgeofit or loss.

(i) Currency Swaps
The Bank acts as an intermediary for counterparties who wistswap their foreign currency
obligations. The resultant realised and unrealgsgds and losses are recognised in profit or loss.
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Financial investments

Available-for-sale

Available-for-sale investments are non-derivative ficiahassets that are not classified as held-for-trading
or held-to-maturity investments; and are initially measlrat fair value plus direct and incremental
transaction costs. They are subsequently remeasuredr atafae, and changes therein are recognised in
other comprehensive income in ‘Fair value reserve’ untdl fimancial assets are either sold or become
impaired. When available-for-sale financial assets al& somulative gains or losses previously recognised
in other comprehensive income are recognised in the stateofigorofit or loss and other comprehensive
income as ‘Net gains/losses arising from the skfmancial investments available-for-sale’.

Investment in debt securities instruments that do not hagaaed market price in an active market and
whose fair value cannot be reliably measured atedtat cost.

Interest income earned is recognised on available-fer-dabt securities using the effective interest rate
method, calculated over the asset’s expected life. Premiama/or discounts arising on the purchase of
dated investment securities are included in theutation of their effective interest rates.

An assessment is made at each reporting date as to whetherdlaay objective evidence of impairment in
the value of a financial asset. Impairment losses are résegyiif, and only if, there is objective evidence of
impairment as a result of one or more events that occurred @€ initial recognition of the financial asset
(a ‘loss event’) and that loss event (or ‘events’) has an thppa the estimated future cash flows of the
financial asset that can be reliably estimated.

An impairment loss is recognised in the profit or loss and é&asured as the difference between the asset’s
acquisition cost (net of any principal repayment and arsatiton) and the asset’s current fair value, less any
impairment loss previously recognised. Where a declinainvialue of an available-for-sale securities has
been recognised in other comprehensive income, the currilatss in other comprehensive income is
reclassified from equity and recognised to prafitass.

If, in a subsequent period, the fair value of a debt instrumércreases and the increase can be objectively
related to an event occurring after the impairment loss wasgnised in profit or loss, the impairment loss
is reversed, to the extend that the asset’s carrying amme# dot exceed what the carrying amount would
have been had the impairment not been recognised at thehdatapairment is reversed. The amount of the
reversal is recognised in profit or loss.

Loans, advances and financing

Loans, advances and financing are non-derivative finhasisets with fixed or determinable payments that
are not quoted in an active market and the Bank dogintend to sell immediately or in the neamter

The loans, advances and financing are carried at theiramgstg unpaid principal and interest balances, net
of individual and collective assessment impairment allosgss. The carrying amount of the Bank’s loans,
advances and financing are reviewed at each reporting daketérmine whether there is objective evidence
of impairment. If such evidence exists, the recoverable larhof the loans, advances and financing is
estimated.
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(k)

o

Impairment of loans, advances and financing

A collective impairment allowance is performed on “coligetbasis” on the Bank’s loan portfolio using
statistical techniques with the necessary model risk ajests to the credit grades and probability of
defaults of the respective credit grade band of the loansdardo guard against the risk of judgement error
in the credit grading process. Although the credit gradingcess would involve qualitative assessment
which is subject to judgement error, the loans within theesanedit grade band generally share the similar
credit risk characteristics for collective assessmentefthe lack of historical loss experience, the relevant
market data will be taken for consideration to dethe model risk adjustment.

In the case of individual assessment, a loan is deemed asr@udpid there is objective evidence of
impairment which is triggered by certain events. In gendoans that are not repaid on time as they come
due, be it the principal or interest, will be monitored clgses the likelihood of impairment from these past
due loans is expected to be higher. Individual impairmelovwalnces are made for loans, advances and
financing which have been individually reviewed and speally identified as impaired. Individual
impairment allowances are provided if the recoverable arhuresent value of estimated future cash flows
discounted at original effective interest rate) is loweartithe carrying value of the loans, advances and
financing (outstanding amount of loans, advances and ¢ingn net of individual impairment allowance).
The expected cash flows are based on projections of ligoidgiroceeds, realisation of assets or estimates
of future operating cash flows.

Impaired loans, advances and financing are measured atestgnated recoverable amount based on the
discounted cash flow methodology. Loans, advances andding (and related allowances) are normally
written off, either partially or in full, when there is no festic prospect of recovery of these amounts and,
for collateralised loans, advances and financing, whenptioeeeds from the realisation of security have
been received.

Plant and equipment

Recognition and measurement
All purchases above RM1,000 are capitalised. Items of ptartt equipment are measured at cost less
accumulated depreciation and accumulated impairioeses.

Cost includes expenditures that are directly attributabléhe acquisition of the asset and any other costs
directly attributable to bringing the assets to a workingditon for their intended use, and the costs of
dismantling and removing the items and restoring the sitembich they are located, and capitalised
borrowing costs. Purchased software that is integral to ftmetionality of the related equipment is
capitalised as part of that equipment.

When significant parts of an item of plant or equipment haffer@nt useful lives, they are accounted for as
separate items (major components) of plant andpeugrit.

The gain or loss on disposal of an item of plant and equipn®determined by comparing the proceeds
from disposal with the carrying amount of the item of plantl @guipment, and are recognised net within
“other income” or “other expense” respectively mofit or loss.

Subsequent costs

The cost of replacing a component of an item of plant or eqeifiris recognised in the carrying amount of
the item if it is probable that the future economic benefitthedied within the part will flow to the Bank
and its cost can be measured reliably. The carrying amouifiteofeplaced part is derecognised to profit or
loss. The costs of the day-to-day servicing of plant and mgant are recognised in profit or loss as
incurred.
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(m)

(n)

Plant and equipment(continued)

Depreciation

Depreciation is based on the cost of an asset less its résidluge. Significant components of individual
assets are assessed, and if a component has a useful life thfierent from the remainder of that asset,
then that component is depreciated separately.

Depreciation is recognised in profit or loss on a straigie-lbasis over the estimated useful lives of each
part of an item of plant and equipment since this most clossflgcts the expected pattern of consumption
of the future economic benefits embodied in the asset. Thatmnd equipment are depreciated in the
subsequent month of addition, and depreciatioedsanted for in the month of disposal.

Depreciation rate per annum (%)

Electronic equipment 33.33

Office equipment, fixtures and fittings 20

Computer software 10

Improvement on leased assets Over the leaseholodperi

Depreciation methods, rates, useful lives and residualegatre reviewed at the end of the reporting period
and adjusted as appropriate.

Intangible asset

Intangible asset represents admission fee and is measuastaess accumulated amortisation and any
accumulated impairment losses. Amortisation of intaregddsets is calculated to write-off the cost of the
intangible assets on a straight line basis over the estimegeful life of 5 years. Intangible assets are subject
to any impairment review if there are events or changes itunistances which indicate that the carrying
amount may not be recoverable.

Impairment

The carrying amounts of the Bank’s non-financial assetsdpixfor deferred tax asset) are reviewed at the
end of each reporting period to determine whether there ysimadication of impairment. If any such
indication exists, then the asset’s recoverablelenis estimated.

For the purpose of impairment testing, assets are groupgethter into the smallest group of assets that
generates cash inflows from continuing use that are larigelgpendent of the cash inflows of other assets
(known as cash-generating unit).

The recoverable amount of an asset or cash-generatingstthi greater of its value in use and its fair value
less costs to sell. In assessing value in use, the estimatiack fcash flows are discounted to their present
value using a pre-tax discount rate that reflects curremketassessments of the time value of money and
the risks specific to the asset or cash-generaitiitg

An impairment loss is recognised if the carrying amount ofaaset or its related cash-generating unit
exceeds its estimated recoverable amount.

Impairment losses are recognised in profit or loss. Impaimmlosses recognised in respect of cash-
generating units are allocated first to reduce the carrgimpunt of any goodwill allocated to the cash-
generating unit or the group of cash-generating units aed th reduce the carrying amount of the other
assets in the cash-generating unit (or a groupsfi-generating units) orpao rata basis.
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Impairment (continued)

Impairment losses recognised in prior periods are assessdte end of each reporting period for any
indications that the loss has decreased or no longer efistenpairment loss is reversed if there has been a
change in the estimates used to determine the recoveraldenamsince the last impairment loss was
recognised. An impairment loss is reversed only to the exteat the asset’'s carrying amount does not
exceed the carrying amount that would have been determimetdof depreciation or amortisation, if no
impairment loss had been recognised. Reversals of impairfosses are credited to profit or loss in the
financial year in which the reversals are recoghise

Provisions

A provision is recognised if, as a result of a past event, th@kBhas a present legal or constructive
obligation that can be estimated reliably, and it is probabkt an outflow of economic benefits will be
required to settle the obligation.

Provisions are determined by discounting the exgueftiture cash flows at a pre-tax rate that refleatren
market assessments of the time value of money and the rislifisge the liability. The unwinding of the
discount is recognised as finance cost.

Employee benefits
(i) Short-term employee benefits

Short-term employee benefit obligations in respect ofrgggaannual bonuses, paid annual leave and
sick leave are measured on an undiscounted badisx@ensed as the related service is provided.

A liability is recognised for the amount expected to be paidier short-term cash bonus if the Bank
has a present legal or constructive obligation to pay thisuarhas a result of past service provided by
the employee and the obligation can be estimatabhg

(i) Defined contribution plan
The Bank’s contributions to statutory pension funds aregdnto profit or loss in the financial year to
which they relate. Once the contributions have hesd, the Bank has no further payment obligations.

Other receivables

Other receivables are initially recognised at their codiemthe contractual right to receive cash or another
financial asset from another entity is established.

Subsequent to initial recognition, other receivables aeasured at amortised cost using the effective
interest method.

Liabilities

Deposits from customers, deposits and placements of barkother financial institutions are stated at
placement values.

Other liabilities are measured initially and subsequeatlgost. Other liabilities are recognised when there
is a contractual obligation to deliver cash or Aeofinancial asset to another entity.
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(s) Fair value measurement

MFRS 13 prescribed that fair value of an asset or a liabilitycept for share-based payment and lease
transactions, is determined as the price that would bevedao sell an asset or paid to transfer a liability in

36

an orderly transaction between market participants at ts@sorement date. The measurement assumes that

the transaction to sell the asset or transfer the liabities place either in the principal market or in the

absence of a principal market, in the most advaaag market.

For non-financial asset, the fair value measurement taks dccount a market participant’s ability to
generate economic benefits by using the asset in its higlmesbest use or by selling it to another market

participant that would use the asset in its highestbest use.

Cash and short-term funds

Cash and balances with banks and other finana@étutions
Money at call and deposit placements maturing witiie month

Deposits and placements with banks and other fimgial institutions

Foreign banks

Financial investments available-for-sale

At fair value
Malaysian Government Securities
Private Debt Securities

(Note 31)

The maturity structure of financial investmentsikakde-for-sale are as follows:
Within one year
More than one year to three years
More than three years to five years

2014 2013
RM’000 RM’000
67,619 32,106
1,571,876 2,446,754
1,639,495 2,478,860
2014 2013
RM’000 RM’000
107,600 556,355
107,600 556,355
2014 2013
RM’000 RM’000
50,185 50,290
4,971 48,750
55,156 99,040
- 43,780
55,156 -
- 55,260
55,156 99,040
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7. Loans, advances and financing

At amortised cost

@)

(ii)

(iii)

By type

Overdrafts

Term loans

- Housing loans

- Syndicated term loans
- Other term loans
Bills receivable

Trust receipt
Revolving credit
Bankers’ acceptances
Staff loans

Credit card loans

Gross loans, advances and financing
Less: Allowance for impairment

- Collective allowance for impairment
- Individual allowance for impairment

Net loans, advances and financing

By type of customer

Domestic non-bank financial institutions

- Others

Domestic business enterprises
- Small medium enterprises

- Others

Individuals

Foreign entities

By interest rate sensitivity

Fixed rate loans

Variable rate

- Base Lending Rate plus
- Cost plus

- Other variable rates

2014 2013
RM’000 RM’000
118,152 85,462

34,895 8,129
145,186 11,936
623,518 1,208,311

2,156 22,633
320 401

1,223,503 385,277

73,221 105,833

1,867 1,223
1,235 874

2,224,053 1,830,079
(11,189) (8,466)

(2,080) -

2,210,784 1,821,613

2014 2013
RM’000 RM’000

12,038 10,019

61,154 41,441

1,067,624 587,536

31,575 17,734

1,051,662 1,173,349

2,224,053 1,830,079

2014 2013
RM’000 RM’000
3,103 4,535

44,226 23,674
800,013 468,997

1,376,711 1,332,873

2,224,053 1,830,079
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(v)

v)

(vi)

(vii)

By sector

Primary agriculture

Mining and quarrying

Manufacturing

Construction

Real estate

Wholesale & retail trade and restaurants & hotels
Transport, storage and communication

Finance, insurance and business services
Education, health and others

Household

By purpose

Purchase of landed properties
- Non residential

- Residential

Purchase of transport vehicles
Construction

Credit card

Personal use

Mergers and acquisitions
Working capital

Other purpose

By geographical distribution

Within Malaysia
Outside Malaysia
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2014 2013
RM’'000 RM’000
23,481 11,936
- 24,823
41,460 39,698
41,337 129,951
221,591 13,640
2,074 1,055,656
416,813 203,389
396,749 331,730
62,831 -
47,717 19,256
2,224,053 1,830,079
2014 2013
RM'000 RM'000
99,998 60,942
36,074 8,612
166 120
9,034 14,779
1,235 874
778 -
3,496 -
2,047,214 1,737,440
26,058 7,312
2,224,053 1,830,079
2014 2013
RM’'000 RM'000
1,099,833 407,077
1,124,220 1,423,002
2,224,053 1,830,079

Concentration by location for loans, advances amhting is based on the geographical location evtes

credit risk resides.

By residual contractual maturity

Maturity within one year

More than one year to three years
More than three years to five years
More than five years

2014 2013
RM’000 RM’000
1,887,523 1,158,068

105,753 428,826
133,248 126,615
97,529 116,570
2,224,053 1,830,079
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(viii)

(ix)

Impaired loans, advances and financing

(&) Movement in impaired loans, advances and fimeing

At 1 January
Impaired during the financial year

At 31 December
Less: Individual allowance for impairment

Net impaired loans, advances and financing
As % of gross loans, advances and financing

(net of individual allowance for impairment)

(b) By sector

Wholesale & retail trade and restaurants & hotels

Household

(c) By purpose

Working capital
Credit card

(d) By geographical distribution

Within Malaysia

Movements in allowance for impairment on loansadvances and financing

Collective allowance for impairment

At 1 January

Allowance made during the financial year
Allowance written back

At 31 December

As % of gross loans, advances and financing
(net of individual allowance for impairment)

Individual allowance for impairment
At 1 January
Allowance made during the financial year

At 31 December
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2014 2013
RM’000 RM’000
2,080 -
2,080 -
a29) -
0% 0%
2014 2013
RM’000 RM’000
029, -
51 -
2,080 -
2014 2013
RM’000 RM’000
2,029 -
51 -
2,080 -
2014 2013
RM’000 RM’000
2,080 -
2014 2013
RM’000 RM’000
8,466 3,978
6,082 6,916
(3,359) (2,428)
11,189 8,466
0.5% 0.5%
2,080 -

2,080
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8. Other assets

2014 2013

RM’000 RM’000
Interest receivable 4,664 12,181
Deposits 1,375 1,237
Other receivables and prepayments 1,125 5,924
7,164 19,342

9.  Statutory deposits with Bank Negara Malaysia
The non-interest bearing statutory deposits are mairdaivith Bank Negara Malaysia in compliance with Section

26(2)(c) and Section 26(3) of the Central Bank of Malaysia, A009. The amount of the Statutory Reserve
Requirement is determined based on a set of pagenf total eligible liabilities.

10. Plant and equipment

Office
Equipment, Improvement
Electronic Fixtures Computer on Leased
Equipment and fittings Software Assets Total
RM’000 RM’000 RM’000 RM’000 RM’000

Cost
At 1 January 2014 1,953 2,015 412 6,125 10,505
Additions 226 128 2 3 359
At 31 December 2014 2,179 2,143 414 6,128 10,864
Accumulated depreciation
At 1 January 2014 1,215 643 84 2,375 4,317
Charge during the year 400 430 41 1,373 2,244
At 31 December 2014 1,615 1,073 125 3,748 6,561
Net carrying amount
At 1 January 2014 738 1,372 328 3,750 6,188

At 31 December 2014 564 1,070 289 2,380 4,303
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Plant and equipment(continued)
Office
Equipment, Improvement
Electronic Fixtures Computer on Leased
Equipment and fittings Software Assets Total
RM’000 RM’000 RM’000 RM’000 RM’000
Cost
At 1 January 2013 1,427 1,160 264 3,496 6,347
Additions 526 855 148 2,629 4,158
At 31 December 2013 1,953 2,015 412 6,125 10,505
Accumulated depreciation
At 1 January 2013 759 292 50 957 2,058
Charge during the year 456 351 34 1,418 2,259
At 31 December 2013 1,215 643 84 2,375 4,317
Net carrying amount
At 1 January 2013 668 868 214 2,539 4,289
At 31 December 2013 738 1,372 328 3,750 6,188
Intangible asset
Admission
Fee
RM’000
Cost
At 1 January 2014/31 December 2014 2,600
Accumulated amortisation
At 1 January 2014 736
Charge during the year 520
At 31 December 2014 1,256
Net carrying amount
At 1 January 2014 1,864
At 31 December 2014 1,344
Cost
At 1 January 2013/31 December 2013 2,600
Accumulated amortisation
At 1 January 2013 216
Charge during the year 520
At 31 December 2013 736
Net carrying amount
At 1 January 2013 2,384

At 31 December 2013 1,864
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Deferred tax assets

42

2014 2013
RM’000 RM’000
At 1 January 863 1,034
Recognised in profit or loss (Note 23) 2,067 (207)
Recognised in equity 172 (64)
At 31 December 3,102 863
The components and movements of deferred tax amsetabilities during the financial year are abdws:
Collective Available-
Plant and Impairment for-sale
Equipment  Allowance Reserve Others Total
RM’000 RM’000 RM’000 RM’000 RM’000
Deferred tax (assets)/liabilities
At 1 January 2014 296 (720) 80 (519) (863)
Recognised in profit or loss (Note 23) (169) 720 - (2,618) (2,067)
Recognised in equity - - (172) - (172)
At 31 December 2014 127 - (92) (3,137) (3,102)
Collective Available-
Plant and Impairment for-sale
Equipment  Allowance Reserve Others Total
RM’000 RM’000 RM’000 RM’000 RM’000
Deferred tax (assets)/liabilities
At 1 January 2013 282 (651) 16 (681) (1,034)
Recognised in profit or loss (Note 23) 14 (69) - 162 107
Recognised in equity - - 64 - 64
At 31 December 2013 296 (720) 80 (519) (863)
Deposits from customers
0] By type of deposits 2014 2013
RM’000 RM’000
Demand deposits 321,759 409,288
Fixed deposits 570,577 587,849
Savings deposits 69,198 35,871
Money market deposits 634,888 257,464
Short term deposits 349,650 32,622
Others 3,756 2,101
1,949,828 1,325,195
(i) By type of customer 2014 2013
RM’000 RM’000
Business enterprises 1,292,592 1,105,461
Individuals 153,872 115,196
Foreign entities 502,383 104,538
Others 981 -
1,949,828 1,325,195
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14. Deposits and placements of banks and other finaial institutions

15.

16.

Deposits from customergcontinued)

(i) By maturity structure of term deposits

Due within six months

More than six months to one year
More than one year to three years

Licensed Malaysian banks
Licensed investment banks
Licensed Islamic banks
Other financial institutions
Foreign banks

Other liabilities

Interest payable
Other payables and accruals

Share capital

Authorised
Ordinary shares of RM1 each

Issued and fully paid
Ordinary shares of RM1 each

Authorised
Ordinary shares of RM1 each

Issued and fully paid
Ordinary shares of RM1 each

2014 2013
RM’000 RM’000
1,720,079 1,282,394
228,292 40,548

1,457 2,253
1,949,828 1,325,195
2014 2013
RM’000 RM’000
826,095 2,256,615
31 28
111 -
185,915 205,010
638,066 807,442
1,650,218 3,269,095
2014 2013
RM’000 RM’000
10,556 13,529
41,430 11,768
51,986 25,297

Number of ordinary share

of RM1 each

2014 2013

000 '000
380,000 380,000
331,000 331,000

Amount

2014 2013
RM’000 RM’000
380,000 380,000
331,000 331,000
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18.

Reserves
17.1 Statutory reserve
The statutory reserve is maintained in compliance with i8ect2 of the Financial Services Act, 2013
(FSA) and is not distributable as cash dividends.
17.2  Available-for-sale reserve
Available-for-sale reserve captures the fair value adjest on financial assets which are classified as
available-for-sale and its corresponding effect on defertax. The reserve is non-distributable and
cumulative fair value adjustments will be reversegrofit or loss upon disposal of the assets.
17.3 Regulatory reserve
The Bank maintained a minimum level of impairment provisioshich is in excess of the impairment
provisions required under MFRSs. An amount of RM11.051iaill(2013: RM6.165 million) from the
retained earnings as of 31 December 2014 has lesenved for this purpose.
17.4 Retained earnings
In accordance with the Finance Act 2007 which was gazette2Bdbecember 2008, companies shall not be
entitled to deduct tax on dividend paid, credited or distiélal to its shareholders, and such dividends will
be exempted from tax in the hands of the sharet®(gingle tier system”). Hence, the Bank will &lele tc
distribute dividends out of its entire retainedn@ags under the single tier system.
Interest income
2014 2013
RM’000 RM’000
Loans, advances and financing:
- Interest income other than from impaired loans 60,300 26,330
Money at call and deposit placements with finanicisfitutions 68,612 79,898
Financial investments available-for-sale 3,997 3,824
Others 15 1
132,924 110,053
Of which:
Interest income earned on impaired loans,
advances and financing 34 -
Interest expense
Deposits and placements of banks and other finkinsititutions (46,102) (58,974)
Deposits from customers (27,872) (15,241)
Others 47) (5)
(74,021) (74,220)
Net interest income 58,903 35,833

All items of interest income and expense were recogniseah fgsets and liabilities that were not at fair value
through profit or loss.
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19.

20.

21.

Fee income

Fee income:

- Commission

- Service charges and fees

- Loan processing fees

- Syndication fees

- Guarantee fees

- Commitment fees

- Other loans related fees income
- Credit card

- Other fees income

Fee expense:
- Brokerage fees
- Other fees expense

Net fee income

Net trading income

Net gains from dealing in foreign exchange

Net gains arising from derivative trading

Net unrealised revaluation (losses)/gains in foreigchange
Net unrealised gains/(losses) arising from denveatiading

Other operating expenses

Personnel costs:
- Salaries, allowance and bonuses (excluding Qirsctemuneration)
- Directors’ remuneration (Note 25 (c))
- Pension fund contributions
- Other staff costs
Promotion and marketing related expenses:
- Advertising and promotion
- Others
Establishment costs:
- Depreciation of plant and equipment
- Amortisation of intangible asset
- Rental
- Others
Administrative expenses:
- Auditors’ remuneration

« statutory audit fees

- overprovision in prior year

* audit related services
- Professional fees
- Licence fee
- Membership fee
- Others

2014 2013
RM’000 RM’000
43 20
1,192 1,090
674 537
293 888
2,560 1,378
1,200 590
1,249 3,899
237 117
4,046 5,970
11,494 14,489
(57) (51
(347) 27
(404) (78)
11,090 14,411
2014 2013
RM’000 RM’000
10,335 5,948
723 9,970
@) 175
4,487 (5,198)
15,538 10,895
2014 2013
RM’000 RM’000
33,766 24,350
643 1,441
2,389 2,847
3,675 2,488
577 363
879 664
2,244 2,259
520 520
3,537 3,337
1,045 968
155 140
(14) (20)
94 92
376 255
140 140
154 134
3,852 4,332
54,032 44,310
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22.

23.

24,

Allowance for impairment on loans, advances anfihancing

Collective allowance for impairment
- Made during the financial year
- Written back during the financial year

Individual allowance for impairment
- Made in the financial year

Tax expense

Malaysian income tax

- Current financial year
- Under provision in prior year

Total current tax recognised in profit or loss
Deferred taxation (Note 12)

Origination and reversal of temporary differences
- Current financial year

Total deferred tax recognised in profit or loss
Total tax expense

Reconciliation of tax expense

Profit before taxation

Income tax using Malaysian tax rate @ 25%
Non-deductible expenses

Under provision of income tax expense in prior year

Tax expense

Basic earnings per ordinary share

46

2014 2013
RM’000 RM’000
6,082 6,916
(3,359) (2,428)
2,080 -
4,803 4,488
2014 2013
RM’000 RM’000
9,393 3,822
130 456
9,523 4,278
(2,067) 107
(2,067) 107
7,456 4,385
26,696 12,341
6,674 3,085
652 844
130 456
7,456 4,385

The basic earnings per ordinary share has been calculated! lmn the profit attributable to equity holder and

331,000,000 (2013: 331,000,000) ordinary shard®\i each in issue during the financial year.
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25. Significant related party transactions and balanes

@

(b)

The significant transactions of the Bank with itdding company and other related entities are bss:

2014
RM’000 RM’000
Holding Related
Company Companies

Income
Interest income
- Deposits and placements with banks and other
financial institutions 76 30,376

Expenses
Interest expense
- Deposits and placements with banks and other

financial institutions 3,394 4,791
Other operating expenses
- Other charges 8 7

2013
RM’000 RM’000
Holding Related
Company Companies

91 46,058
137 9,311
6 13

The significant outstanding balances of the Bartk it holding company and other related entitiesas

follows:

2014
RM’000 RM’000
Holding Related
Company Companies

Amount due from

- Cash and short-term funds 19,625 569,504
- Deposits and placements with banks and other

financial institutions - 107,600
- Other assets - 2,422

Amount due to
- Deposits and placements with banks and other

financial institutions 291,908 223,249
- Other liabilities 1,219 166

2013
RM’000 RM’000
Holding Related
Company Companies

9,567 1,488,914

- 501,985
- 9,777

137,899 636,595
85 882

47

All transactions of the Bank with its related parties are enawthe ordinary course of business and on substantially
the same terms, including interest rates, wittdtparty.

There is no amount outstanding from key managepensonnel as at year end.
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25.

26.

Significant related party transactions and balanes(continued)

(c) Key management personnel compensation

The remuneration of key management personnel, being thebarsrof the Board of Directors of the Bank,

during the financial year are shown below:

2014 2013
RM’000 RM’000
Executive Director and CEO
Mr. Yuan Bin
- Salaries 344 -
- Other allowances 89 -
Mr. Tian Fenglin
- Salaries - 488
- Bonuses - 747
433 1,235
Non-Executive Directors’ fees
YBhg Dato’ Leong Khee Seong 105 103
Mr. Ong Ah Tin @ Ong Chee Kwee 105 103
210 206
643 1,441
Note 21 Note 21

Credit exposure to connected parties

The credit exposures of the Bank to connected parties, asedeby BNM's “Guidelines on Credit Transactions

and Exposures with Connected Parties” are as fellow

2014 2013
RM’000 RM’000
Aggregate value of outstanding credit exposuredtmected parties 14,432 41,394
As a percentage of total credit exposures 0.30% 0.76%
Percentage of outstanding credit exposures to abet@arties which is
non-performing or in default 0% 0%
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27.

Commitments and contingencies

49

In the normal course of business, the Bank makes various @omemts and incurs certain contingent liabilities with
legal recourse to its customers. No material loasesinticipated as a result of these transactions.

The commitments and contingencies constitute theving:

2014
Positive Value Credit Risk-
Principal of Derivative  Equivalent Weighted
Amount  Contracts » Amount * Assets *
RM’000 RM’000 RM’000 RM’000
Credit-related exposures
Transaction-related contingent items 620,391 - 310,196 177,732
Short term self-liquidating trade-related contingies 2,864 - 573 147
Other commitments, such as formal standby fadglitie
and credit lines, with an original maturity of:
- Exceeding one year 104,691 - 52,346 40,744
- Not exceeding one year 942,825 188,565 169,671
Unutilised credit card lines 20,757 - 4,151 3,114
Derivative financial contracts
Foreign exchange related contracts:
- Less than one year 806,800 592 13,647 3,589
Total 2,498,328 592 569,478 394,997
Note 30

N The foreign exchange related contracts are off-balancet sfherivative financial instruments whose
values change in response to changes in prices or rates @udbreign exchange rates) of the
underlying instruments. The tables above show the Bankivatéve financial instruments as at the
respective reporting dates. The underlying principal amai these derivative financial instruments
and their corresponding gross positive (derivative finalngsset) fair values as at respective reporting

dates are as shown above.

* The credit equivalent and risk-weighted amounts are coetpusing credit conversion factors and risk-
weighting rules as per BNM guidelines. The credit converdiactors and risk-weighting rules were
based on guidelines of the revised Capital Adeq&aaynework on the Standardised Approach.
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27.

28.

Commitments and contingenciegcontinued)

2013
Positive Value Credit Risk-
Principal of Derivative  Equivalent Weighted
Amount  Contracts » Amount * Assets *
RM’000 RM’000 RM’000 RM’000
Credit-related exposures
Transaction-related contingent items 379,783 - 189,892 116,823
Short term self-liquidating trade-related contingies 4,866 - 973 849
Other commitments, such as formal standby fadglitie
and credit lines, with an original maturity of:
- Exceeding one year 344,705 - 172,353 145,462
- Not exceeding one year 788,217 - 157,643 105,887
Unutilised credit card lines 20,105 - 4,021 4,021
Derivative financial contracts
Foreign exchange related contracts:
- Less than one year 1,842,402 7,880 27,218 9,857
Total 3,380,078 7,880 552,100 382,899
Note 30

AN The foreign exchange related contracts are off-balancet stezivative financial instruments whose values
change in response to changes in prices or rates (such dgnfaerchange rates) of the underlying
instruments. The tables above show the Bank’s derivathanftial instruments as at the respective reporting
dates. The underlying principal amount of these derivafiivancial instruments and their corresponding
gross positive (derivative financial asset) failues as at respective reporting dates are as shbowre.

*  The credit equivalent and risk-weighted amounts are coetpusing credit conversion factors and risk-
weighting rules as per BNM guidelines. The credit converdaxctors and risk-weighting rules were based
on guidelines of the revised Capital Adequacy Fraamnk on the Standardised Approach.

Lease commitments

The Bank has lease commitments in respect of rented prenaibexf which are classified as operating leases. A
summary of the long-term lease commitments arelbmsfs:

2014 2013

RM’000 RM’000
Within one year 4,073 3,845
After one year but not more than five years 2,575 5,881

6,648 9,726
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29. Capital adequacy

The total risk-weighted assets of the Bank are edetpbased on the following approaches:

(i) Standardised Approach for Credit risk;
(i) Standardised Approach for Market risk;
(iii) Basic Indicator Approach for Operationalkis

The capital adequacy ratios have been computed in accardaitc BNM’s Capital Adequacy Framework

(Capital Components and Basel II-Risk-Weighted Assets)éd on 28 November 2012, which is effective
from 1 January 2013.

The capital adequacy ratios of the Bank are andlgsefollows:

2014 2013
RM’000 RM’000
Common Equity Tier 1 (“CET1") Capital
Paid-up share capital 331,000 331,000
Retained earnings 18,346 13,602
Statutory reserve 26,227 16,607
Regulatory reserve 11,051 6,175
Unrealised losses on financial investments availd-sale (278) (251)
386,346 367,133
Less: Regulatory adjustments applied in calculadio8ET1 Capital
- Intangible asset (1,344) (1,864
- Deferred tax assets (2,930) (927
- Regulatory reserve attributable to laadvances and financing (11,051) (6,175
(15,325) (8,966)
Total CET1 Capital 371,021 358,167
Tier 2 Capital
allowance 11,189 8,466
Regulatory reserve 11,051 6,175
Total Tier 2 Capital 22,240 14,641
Total Capital 393,261 372,808
CETZ1 capital ratio 17.895% 17.094%
Tier 1 capital ratio 17.895% 17.094%
Total capital ratio 18.968% 17.793%

Breakdown of gross risk-weighted assets (“RWA”"}hie various categories of risk-weights:

2014 2013
Principal Risk-  Principal Risk-
Weighted Weighted
RM’000 RM’'000 RM’000 RM’000
Total RWA for credit risk 4,616,852 1,947,772 5,547,429 1,997,679
Total RWA for market risk - 1,968 - 2,260
Total RWA for operational risk - 123,544 - 95,324

4,616,852 2,073,284 5,547,429 2,095,263
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30. Derivative financial instruments

2014
Contract/
Nominal value Assets Liabilities
RM’000 RM’000 RM’000
Foreign exchange derivatives 800,655 336 541
Currency swaps 6,145 256 1
Total recognised derivative assets/liabilities 806,8 592 542
(Notes 27)
2013
Contract/
Nominal value Assets Liabilities
RM’000 RM’000 RM’000
Foreign exchange derivatives 1,648,502 7,880 8,159
Currency swaps 193,900 - 4,158
Total recognised derivative assets/liabilities 1,802 7,880 12,317
(Notes 27)

31. Fair values of financial assets and financialdbilities

Recognised financial instruments
The estimated fair values of the financial assets and fiméfiebilities carried on the statement of financial
position as at 31 December for the respective tempdates are as follows:

2014 2013
Carrying Fair  Carrying Fair
Value Value Value Value
RM’'000 RM’'000 RM’000 RM’000
Financial assets
Cash and short-term funds 1,639,495 1,639,495 2,478,860 2,478,860
Deposits and placements with banks and other
financial institutions 107,600 107,600 556,355 556,355
Financial investments available-for-sale 55,156 55,156 99,040 99,040
Loans, advances and financing 2,210,784 2,210,154 1,821,613 1,821,200

Financial liabilities
Deposits from customers 1,949,828 1,949,824 1,325,195 1,325,156
Deposits and placements of banks and other

financial institutions 1,650,218 1,650,218 3,269,095 3,269,095
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31. Fair values of financial assets and financialdbilities (continued)

Recognised financial instruments

The methods and assumptions used in estimatinfgithealues of financial instruments are as follows

(@)

(b)

(©

(d)

(e)

Cash and short-term funds/Deposits and placementvith banks and other financial institutions

For cash and short-term funds and deposits and placemetttdanks and other financial institutions
including interest-earning deposits, the carrying ameware a reasonable estimate of the fair values
because of their short-term nature (less than ea€) yand limited credit risk.

Financial investments available-for-sale
Fair values of investment securities are estimbsesd on broker/dealer price quotations.
Loans, advances and financing

The fair values of fixed rate loans with remaining maturégd than one year and variable rate loans are
estimated to approximate their carrying values. For fixa loans with maturities of more than one
year, the fair values are estimated based on expected faagle flows of contractual instalment
payments and discounted at prevailing rates at the respeeporting dates offered for similar loans. In
respect of impaired loans, the fair values are deemed tooajppate the carrying values, net of
individual assessment impairment allowance.

Deposits from customers

The fair values of demand deposits and saving deposits mgtuithin a short period of time are the
amounts payable on demand. Fair values of fixed depositsrmgtwithin a year are estimated to
approximate their carrying amounts. For deposits with migtof one year or more, the fair value is
estimated using discounted cash flows based inamkehrates for similar products and maturity.

Deposits and placements of banks and other finaial institutions

The fair values of non-interest bearing deposits are equafrtounts payable on demand. For deposits
with maturity exceeding one year, fair values are estimétediscounting the estimated future cash
flows based on the contracted maturity of the diépos
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31. Fair values of financial assets and financialdbilities (continued)
Recognised financial instruments (continued)
Valuation of financial instruments

The table below analyses financial instruments carriediatvflue and those not carried at fair value for which faiueas disclosed, together with their fair values and cagyamounts
shown in the statement of financial position.

Fair value of financial instruments Fair value of financial instruments
carried at fair value not carried at fair value Total|| Carrying
Level 1 Level 2 Level 3 Tota| Level 1 Level 2 Level 3 Tota| fair value amount

RM’000 RM’000 RM’000 RM’000 RM’'000 RM’000 RM’000 RM’'000 RM’ 000 RM’000
2014
Financial assets
Deposits and placements with banks and other

financial institutions - - - - - - 107,600 107,600 107,600 107,600
Financial investments available-for-sale (Note 6) - 55,156 - 55,156 - - - - 55,156 55,156
Loans, advances and financing - - - - - - 2,210,154 2,210,154 2,210,154 2,210,784
Derivative financial assets (Note 30) - 592 - 592 - - - - 592 592

- 55,748 - 55,748 - - 2,317,754 2,317,754 2,373,502 2,374,132

Financial liabilities

Deposits from customers - - - - - - 1,949,824 1,949,824 1,949,824 1,949,828
Deposits and placements of banks and other
financial institutions - - - - - - 1,650,218 1,650,218 1,650,218 1,650,218
Derivative financial liabilities (Note 30) - 542 - 542 - - - - 542 542
- 542 - 542 - - 3,600,042 3,600,042 3,600,584 3,600,588
2013

Financial assets
Deposits and placements with banks and other

financial institutions - - - - - - 556,355 556,355 556,355 556,355
Financial investments available-for-sale (Note 6) - 99,040 - 99,040 - - - - 99,040 99,040
Loans, advances and financing - - - - - - 1,821,200 1,821,200 1,821,200 1,821,613
Derivative financial assets (Note 30) - 7,880 - 7,880 - - - - 7,880 7,880

- 106,920 - 106,920 - - 2,377,555 2,377,555 2,484,475 2,484,888

Financial liabilities

Deposits from customers - - - - - - 1,325,156 1,325,156 1,325,156 1,325,195
Deposits and placements of banks and other

financial institutions - - - - - - 3,269,095 3,269,095 3,269,095 3,269,095
Derivative financial liabilities (Note 30) - 12,317 - 12,317 - - - - 12,317 12,317

- 12,317 - 12,317 - - 4,594,251 4,594,251 4,606,568 4,606,607
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31. Fair values of financial assets and financialdbilities (continued)
Valuation of financial instruments (continued)

The Bank measures fair values using the following fair vaiierarchy that reflects the significance of the inputs
used in making the measurements:

« Level 1: Quoted market price (unadjusted) in an active elaftr identical financial assets or liabilities that the
entity can access at the measurement date.

« Level 2: Valuation techniques based on observable inpitiser directly (as prices) or indirectly (derived from
prices). This category includes instruments valued ugipgted prices for identical or similar instruments; quoted
prices for identical or similar instruments in markets ttzae considered less than active; or other valuation
techniques where all significant inputs are digeotdservable from market data.

« Level 3: Valuation techniques of financial assets andilitéds using significant unobservable inputs. This caigg
includes all instruments where the valuation techniquéuthes inputs not based on observable data and the
unobservable inputs have a significant effect on instruteemluation. This category includes instruments that are
valued based on quoted prices for similar instruments wéigréficant unobservable adjustments or assumptions are
required to reflect differences between the insamits.

Fair values of financial assets and financial liabilitieattare traded in active markets are based on quoted market
prices or dealer price quotations. Availability of obsdrleamarket prices and model inputs reduces the need for
management judgement and estimation and also reducesabgainty associated with determination of fair values.
Availability of observable market prices and inputs varepending on the products and markets and is prone to
changes based on specific events and general immdib the financial markets.

The determination of fair value for financial assets anaficial liabilities for which there is no observable market
price requires the use of valuation techniques. For fir@nostruments that trade infrequently and have little gric
transparency, fair value is less objective, and requirayivg degrees of judgement depending on liquidity,
concentration, uncertainty of market factors, pigcassumptions and other risks affecting the sipdaigtrument.

Valuation techniques used to calculate fair values incemtaparisons with similar financial instruments for which
market observable prices exist, discounted cash flow aiglgption pricing models and other valuation techniques
commonly used in the market. The objective of valuation mégples is to arrive at fair value determination that
reflects the price of the financial instrument at the repgrtdate, that would have been determined by market
participants acting at arm’s length.

Transfer between fair value
There has been no transfer in any levels of the fair valuemgluhe financial year. (2013: no transfer in either
directions).

32. Financial risk management
(a) Introduction and overview
The Bank has exposure to the following risks framaificial instruments:
* Credit risk
« Liquidity risk
» Market risk

* Operational risk

This note presents information about the Bank’s exposusath of the above risks, the Bank’s objectives, policies
and processes for measuring and managing riskghari8iank’s capital management.
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32.

@)

(b)

Financial risk managemen{continued)
Introduction and overview (continued)
Risk Management framework

The Bank’s risk management policies are established tdifgiehe risks faced by the Bank, to set appropriate risk timi
and controls, and to monitor risks and adherence to limitsk Rianagement policies and systems are reviewed regtdarly
reflect changes in the market condition, products and sesvoffered. The Bank, through its training and management
standards and procedures, aims to develop a disciplineccamstructive control environment, in which all employees
understand their roles and obligations.

The Board Risk Management Committee and Audit Committeeemonsible for overseeing the Bank’s risk management
policies and procedures, and reviewing the adequacy ofskeranagement framework in relation to the risks faced by th
Bank.

Credit risk

Credit risk is the risk of financial loss to the Bank due tduee of the Bank’s customers or counterparties in meetieg th
contractual financial obligations. The credit risk is pairfy from the Bank’s cash and deposits/placements, dieecting,
trade finance and funding activities.

Management of credit risk

The Board of Directors has delegated responsibility for ¢iversight of credit risk to the Credit Committee and
Management Risk Management (“MRMC"). Both committees angesvised by the Senior Management Committee. The
functions of the Credit Committee are as follows:

« Ensuring prudent underwriting standards/lendirigedtion

The Credit Committee ensure that the credit risks to be dwakien by the Bank are controlled even prior to the origimatio
stage. The criteria set forth in the underwriting stand$edding direction will take into consideration the Bankisk
appetite and the client’s credit profile. These undermwgitstandards are to be reviewed on an annual basis to rdfiect t
dynamic changes in the industry and economic enwiemt.

« Recommending approval on credit requests

Each credit facility to be extended to clients is subjectnidependent credit assessment by the Bank’s Risk Management
department, which would then be supported by the Credit Citbenprior to escalation to the approving authority for
approval. Only credit requests which meet certain critezig. fully cash-backed facility will be escalated dirgdth the
approving authority without going through the Credit Cortte®. Where necessary, mitigation measures such as callate
and covenants setting, are imposed to protect dm&'B interest.
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32. Financial risk managemenicontinued)
(b) Creditrisk (continued)
The functions of the MRMC are as follows:
« Formulating and reviewing credit policies

Taking the parent company'’s credit policies as referenceiamronsultation with business units, the MRMC is tasked to
formulate the credit policies and set the underwriting déads that suit the local regulatory and business requitesn&he
credit policies, which encompass amongst others, the tcrisk assessment, risk grading, collateral requirement,
documentary and legal requirement, are to be redewom time to time to instill the industry’s bestctices.

« Review and recommend credit risk appetite oBthek

Assess and recommend the adequacy of the Bank’s creditpsitite which should be in line with the expectations of the
shareholders, regulators, and other stakeholders. Isdsrabponsible to ensure that the appropriate risk limitggers are
imposed within the Bank’s approved risk appetitgutarly.

« Ensure effective credit risk management is ic@la

The MRMC ensures an effective credit risk management psesethat takes into account the risk profiles, size and
complexity of the Bank are in place. This includes the cradk identifications, measurement, controlling, moriiigrand
reporting. The process is continuously reviewed emuanced to be in line with the industry’s bescpices.

« Monitoring and controlling exposures

Ongoing monitoring of the Bank’s exposures is vital to maimthe quality of the Bank’s loan assets. The credit limits a
monitored periodically. Concentration risk arising fromeo-exposure to counterparties, industries and geogeapdnie
managed through regular monitoring and reporting. Strestsis conducted in the event of a major shift in the economic
indicators or whenever a major change is anticibate

Allowances for impairment

The Bank employs a credit risk grading system as a tool foerdehing the credit risk profile of borrowers using
appropriate form of scorecards. The credit grades are usadasis to support the underwriting of credit and are mapped
accordingly to the credit rating scales of majdeinational credit rating agencies.

A collective impairment allowance is performed on “colleet basis” on the Bank’s loan portfolio using statistical
techniques with the necessary adjustments to the crediegrand probability of defaults of the respective creditigrisand

of the loans in order to guard against the risk of judgemenatr én the credit grading process. Although the credit grgdi
process would involve qualitative assessment which isestitp judgement error, the loans within the same creditegrad
band generally share the similar credit risk charactessfor collective assessment. Given the lack of historioat |
experience, the relevant market data will be tdkegonsideration to derive the model risk adjusttne

In the case of individual assessment, a loan is deemed asr@dpfthere is objective evidence of impairment which is
triggered by certain events. In general, loans that areapztid on time as they come due, be it the principal or intenalt

be monitored closely as the likelihood of impairment froresh past due loans is expected to be higher. The methodology
adopted for collective impairment assessment and theflisigger events for individual impairment assessment sl
reviewed on a regular basis to suit with the Bapldlcy and the traits of its loan portfolio.

Loans, advances and financing past due but notirega

Past due but not impaired loans, advances and financingoares/financing where the customer has failed to make a
principal or interest/profit payment when contractuallyedand includes loans/financing which are due one or moye da
after the contractual due date but less than thieghs.
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32. Financial risk managemenicontinued)
(b) Creditrisk (continued)
Write-off policy
Clear write-off policy is established to stipulate the apfmg authority, escalation process and circumstancesrumbich
a loan can be written-off. The determination is made aftersiering information such as the occurrence of signitican

changes in the borrower’s/issuer’s financial positionhstiat the borrower/issuer can no longer pay the obligatiothat
proceeds from collateral will not be sufficienttay back the exposure.

(i) Exposure to credit risk

2014 Loans, Loans,
Advances Advances
and Financing and Financing Investment
to Customers to Banks* Securities
RM’'000 RM’000 RM’000

Carrying amount 2,210,784 1,747,095 55,156
Assets at amortised cost
Individually impaired 2,080 - -
Allowance for impairment (2,080) - -

Past due but not impaired
Carrying amount 176 - -

Past due comprises

- Less than one month 144 - -
- Between one to two months 13 - -
- Between two to three months 19 - -

176 - -

Neither past due nor impaired

- Pass 2,221,797 1,747,095 55,156
Collective allowance for impairment (11,189) - -
Carrying amount - amortised cost 2,210,784 1,747,095 55,156

Available-for-sale (AFS)
Neither past due nor impaired

- Pass - - 55,156
Carrying amount - fair value - - 55,156

In addition to the above, the Bank had entered into lendimgrnoitment of RM1.07 billion. The Bank had also issued
financial guarantee contracts for which the maximum ampagtble by the Bank, assuming all guarantees are called on, i
RM623 million.

* Consists of cash and short-term funds and depasisplacements with banks and other financiaitingins.

The Bank holds collateral against loans, advances anddimgro customers in the form of fixed deposits, propertied a
guarantees. Estimates of fair value are basedeovatiie of collateral assessed at the time of taang
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Financial risk managemen{continued)
Credit risk (continued)
(i) Exposure to credit risk (continued)

2013

Carrying amount
Assets at amortised cost
Individually impaired

Past due but not impaired
Carrying amount

Past due comprises
- Less than one month
- Between one to two months
- Between two to three months

Neither past due nor impaired
- Pass

Collective allowance for impairment
Carrying amount - amortised cost

Available-for-sale (AFS)

Neither past due nor impaired
- Pass

Carrying amount - fair value
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Loans, Loans,
Advances Advances
and Financing and Financing Investment
to Customers to Banks* Securities
RM’'000 RM’000 RM’000
1,821,613 3,035,215 99,040
72 - -
67 - -
1 - -
4 - R
72 - -
1,830,007 3,035,215 99,040
(8,644) - -
1,821,613 3,035,215 99,040
- - 99,040
- - 99,040

In addition to the above, the Bank had entered into lendimgrnoitment of RM1.15 billion. The Bank had also issued
financial guarantee contracts for which the maximum ampagtble by the Bank, assuming all guarantees are called on, i

RM385 million.

Consists of cash and short-term funds and depasdsplacements with banks and other financiaitirigins.

The Bank holds collateral against loans, advances anddimgro customers in the form of fixed deposits, propertied a
guarantees. Estimates of fair value are based on the vak@laferal assessed at the time of borrowing, and genexadly
not updated except when a loan is individually assessed airied. There is no impaired loans as at 31 December 2013,
hence collateral held as security for past duémpaired loans are not disclosed.
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(b) Credit risk (continued
(i) Concentration by sector and geographical laoat

The Bank monitors the concentration of credit risk by se@od by geographical distribution. An analysis of the
concentration of credit risk as at the respect@p®rting dates are shown below:

2014 2013

Loans, Loans,
Advances Advances

and Financing and Financing

to Banks* to Banks*

RM’'000 RM’000

Carrying amount 1,747,095 3,035,215

Concentration of credit risk based on sector

Financial services 962,299 2,214,836
Government and central bank 784,796 820,379

1,747,095 3,035,215

Concentration of credit risk based on geographicabcation

Malaysia 1,050,365 980,378
East Asia 435,782 1,965,260
Middle East - 65,898
South East Asia 229,654 19,030
United States of America 30,584 4,598
European Union 211 38
Oceania 499 13

1,747,095 3,035,215

*

Consists of cash and short-term funds and depasidsplacements with banks and other financiaitirigins.

Concentration of credit risk by geographical distributifar loans, advances and financing is measured based on the
location of the borrower.

Concentration by sector and geographical distributiondans, advances and financing to customers are disclos#gt un
Note 7 (iv) and 7 (vi) to the financial statements.

2014 2013
Investment Investment
Securities Securities
RM’000 RM’000
Carrying amount 55,156 99,040
Concentration of credit risk based on sector
Financial services - 43,780
Government and central bank 50,185 50,290
Others 4,971 4,970
55,156 99,040
Concentration of credit risk based on geographicabcation
Malaysia 55,156 55,260
China - 43,780
55,156 99,040

Concentration of credit risk by geographical distributfon investment securities is measured based on the locatitire
issuer.
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32. Financial risk managemenicontinued)
(b) Creditrisk (continued)
(iii) Derivatives risk

The Bank’s derivatives may give rise to risks in the eventdbenterparty defaults. Control measures, such as lintinget
and monitoring, are in place to manage the risk.

(iv) Settlement risk

The Bank’s activities may give rise to risks at the time oflestent of transactions and trades. Settlement risk isisheof
loss due to the failure of an entity to honouwittigations to deliver cash or other assets agacioially agreed.

(c) Liquidity risk

Liquidity risks are the risks when the Bank fails to raise darto meet the present or future demand of customers or
counterparties at a reasonable cost. The potential liguidiks of the Bank mainly include customers’ premature and
collective withdrawal, overdue payment of the debtors,nmaitthed asset-liability maturity structure and diffigst in
realisation of assets.

Management of liquidity risk

The management of liquidity and funding is mainly carried ioucompliance with BNM’s New Liquidity Framework; and
practices and limits set by parent company, and the Assetd iabilities Committee (“ALCO”). The Bank maintains a
strong liquidity position and constantly manages the diyiprofile of its assets, liabilities and commitments tsere that
cash flow requirements are appropriately balanoedadl obligations are met accordingly.

It is imperative for the Bank to continuously seek and mamteew sources of funding to increase and diversify its fagdi
base.

Cash flows payable by the Bank (financial liakét) based on remaining contractual maturity:

| 2014 |
On demand Due within Between 3to Between 1 to
3 months 12 months 3years Total
RM’000 RM’000 RM’'000 RM’000 RM’000
Deposits from customers 393,668 1,247,662 320,581 1,463 1,963,374
Deposits and placements of banks
and other financial institutions 86,460 1,069,261 503,669 - 1,659,390
Derivative financial liabilities - 438 104 - 542
Other liabilities 41,430 - - - 41,430
521,558 2,317,361 824,354 1,463 3,664,736
| 2013 |
On demand Due within Between 3to Between 1 to
3 months 12 months 3 years Total
RM’000 RM’000 RM’000 RM’000 RM’000
Deposits from customers 445,329 812,326 70,861 2,326 1,330,842
Deposits and placements of banks
and other financial institutions 24,170 2,253,847 1,015,731 - 3,293,748
Derivative financial liabilities - 7,197 5,120 - 12,317
Other liabilities 11,768 - - - 11,768

481,267 3,073,370 1,091,712 2,326 4,648,675
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Financial risk managemen{continued)
Liquidity risk (continued)

The balances in the above table will not agree directly with thalances in the statement of financial position as tHe tab
incorporates, on an undiscounted basis, all casvsftelating to principal and future interest pagtae

Cash flows payable in respect of deposits from customergidngarily contractually repayable on demand or at short
notice. However, in practice, short term deposiees remain stable and cash flow position has aetvely managed.

Derivative financial instruments measured at their fairlues together with their corresponding contract/notional
amounts:

| 2014 |
Contract/
Nominal  Positive Fair Negative Fair
Amount Value value
Uptolyear UptolYear UptolYear
RM’'000 RM’'000 RM’000
Trading derivatives
Foreign exchange contracts
- Forward 786,680 327 532
- Swap 6,145 256 1
- Spot 13,975 9 9
806,800 592 542
| 2013 |
Contract/
Nominal  Positive Fair Negative Fair
Amount Value value
Uptolyear UptolYear UptolYear
RM’'000 RM’'000 RM’000
Trading derivatives
Foreign exchange contracts
- Forward 1,644,323 7,878 8,159
- Swap 193,900 - 4,158
- Spot 4,179 2 -
1,842,402 7,880 12,317

Market risk

Market risk is the risk of loss arising from movements in nenkariables, such as interest rates, credit spreads agigrior
exchange rates.

Management of market risk

The Bank’s market risk management is the process of idémgifyneasuring, monitoring, controlling and reporting kedr
risk for the purposes of setting up and enhancing the maikktmanagement system, specifying responsibilities and
process, determining and standardising the measuremerdaghes, limit management indicators and market riskrtepo
controlling and mitigating market risk and improving thedeof market risk management. The objective of market risk
management is to manage and control market risk exposutbsvai tolerable level and maximise risk-adjusted return
according to the Bank’s risk preference.

The Bank does not engage in any proprietary trading aesvitexposures arising from normal banking activities (d&pp
loans, foreign exchange, etc) are hedged accordingly tonisie and preferably eliminate exposure to market riskrisKs
related to treasury money market activities willhb@naged according to, and within the authorisgdlimits.

62
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(d) Market risk (continued)

Foreign exchange risk

Foreign exchange risk is the risk that arises as a result afements in the relative value of currencies. The Bank is
exposed to foreign currency risk on transactions that anemd@ated in a currency other than its functional curreftye
Bank minimises its exposure to foreign currency risk thiobgdging and limiting the net open position of the foreign
exchange portfolio.

The following tables summarise the assets, liabilities agtdopen position by currency as at the reporting date, wduieh
mainly in Ringgit Malaysia, United States Dollars and Ckmérenminbi. Other currencies mainly include exposure to
Euro, Australia Dollars, Great Britain Pounds, Hétang Dollars, Japanese Yen, Canadian Dollars amghfore Dollars.

Malaysia United States Chinese
Ringgit Dollars Renminbi Others Total
RM’'000 RM'000 RM'000 RM’'000 RM'000
2014
ASSETS
Cash and short-term funds 850,436 273,663 499,260 16,136 1,639,495
Deposits and placements with banks
and other financial institutions - 59,695 [£10:3) - 107,600
Financial investments available-for-sale 55,156 - - - 55,156
Loans, advances and financing 626,552 1,495,467 88,765 - 2,210,784
Other assets 4,962 1,149 1,645 - 7,756
Statutory deposits with Bank
Negara Malaysia 10,340 - - - 10,340
Plant and equipment 4,303 - - - 4,303
Intangible asset 1,344 - - - 1,344
Deferred tax assets 3,102 - - - 3,102
TOTAL ASSETS 1,556,195 1,829,974 637,575 16,136 4,039,880
LIABILITIES
Deposits from customers 933,734 891,412 109,166 15,516 1,949,828
Deposits and placements of banks
and other financial institutions 198,602 916,085 535,530 1 1,650,218
Other liabilities 22,246 29,479 796 7 52,528
Provision for taxation 960 - - - 960

TOTAL LIABILITIES 1,155,542 1,836,976 645,492 15,524 3,653,534
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(d) Market risk (continued)

Malaysia United States Chinese
Ringgit Dollars Renminbi Others Total
RM’000 RM’000 RM’000 RM’000 RM’'000

2013
ASSETS
Cash and short-term funds 980,208 37,828 1,447,031 13,793 2,478,860
Deposits and placements with banks

and other financial institutions - 175,765 38M59 - 556,355
Financial investments available-for-sale 55,260 - 43,780 - 99,040
Loans, advances and financing 305,488 1,427,200 88,925 - 1,821,613
Other assets 10,976 5,742 10,504 - 27,222
Statutory deposits with Bank

Negara Malaysia 3,601 - - - 3,601
Tax recoverable 3,431 - - - 3,431
Plant and equipment 6,188 - - - 6,188
Intangible asset 1,864 - - - 1,864
Deferred tax assets 863 - - - 863
TOTAL ASSETS 1,367,879 1,646,535 1,970,830 13,793 4,999,037
LIABILITIES
Deposits from customers 808,435 369,909 134,094 12,757 1,325,195
Deposits and placements of banks

and other financial institutions 369,350 1,069,195 1,830,549 1 3,269,095
Other liabilities 24,667 4,823 8,120 4 37,614

TOTAL LIABILITIES 1,202,452 1,443,927 1,972,763 12,762 4,631,904
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(d) Market risk (continued)

Interest rate risk

In respect of interest-earning financial assets and istdrearing financial liabilities, the following tablesdicate their effective interest rates at the respectivariza
sheet dates and the periods in which they repriceature, whichever is earlier.

| Non-trading book | Effective
2014 Uptol >1-3 >3-12 Non-interest ~ Trading interest
month months months 1-5years Over5years  sensitive bl Total rate
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 %
Assets
Cash and short-term funds 1,629,245 - - - - 10,250 - 1,639,495 254
Deposits and placements with banks

and other financial institutions - 65,023 42,577 - - - - 107,600 3.06
Financial investments available-for-sale - - - 55,156 - - - 55,156 3.63
Loans, advances and financing:

- performing 1,443,906 687,810 77,211 163 1,694 - - 2,210,784 3.31
Other assets * - - - - - 26,845 - 26,845 -
Total assets 3,073,151 752,833 119,788 55,319 1,694 37,095 - 4,039,880
Liabilities
Deposits from customers 985,461 620,412 312,887 118 - 30,950 - 1,949,828 1.64
Deposits and placements of banks

and other financial institutions 836,298 301,393 499,356 - - 13,171 - 1,650,218 2.16
Other liabilities - - - - - 53,488 - 53,488 -
Total liabilities 1,821,759 921,805 812,243 118 - 97,609 - 3,653,534
Equity - - - - - 386,346 - 386,346
Total liabilities and equity 1,821,759 921,805 812,243 118 - 483,955 - 4,039,880
On-balance sheet interest

sensitivity gap 1,251,392 (168,972) (692,455) 55,201 1,694 (446,860) -

Total interest sensitivity gap 1,251,392 (168,972) (692,455) 55,201 1,694 (446,860) -

~ Other assets include other assets, statutory depositBNilih, tax recoverable, plant and equipment, intangible tzesse deferred tax assets as disclosed in the statement
of financial position.
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(d) Marketrisk (continued)

Interest rate risk (continued)

f Non-trading book } Effective
2013 Uptol >1-3 >3-12 Non-interest ~ Trading interest
month months months 1-5years Over5years  sensitive bl Total rate
RM’'000 RM’000 RM’000 RM'000 RM’'000 RM’'000 RM’000 RM’000 %
Assets
Cash and short-term funds 2,471,481 - - - - 7,379 - 2,478,860 3.99
Deposits and placements with banks

and other financial institutions - 67,771 488,584 - - - - 556,355 3.33
Financial investments available-for-sale 5,610 - 38,170 55,260 - - - 99,040 3.85
Loans, advances and financing:

- performing 890,394 770,946 159,131 246 896 - - 1,821,613 2.52
Other assets - - - - - 43,169 - 43,169 -
Total assets 3,367,485 838,717 685,885 55,506 896 50,548 - 4,999,037
Liabilities
Deposits from customers 996,359 244,777 67,874 1,237 - 14,948 - 1,325,195 1.67
Deposits and placements of banks

and other financial institutions 1,769,436 483,663 1,001,529 - - 14,467 - 3,269,095 2.29
Other liabilities - - - - - 37,614 - 37,614 -
Total liabilities 2,765,795 728,440 1,069,403 1,237 - 67,029 - 4,631,904
Equity - - - - - 367,133 - 367,133
Total liabilities and equity 2,765,795 728,440 1,069,403 1,237 - 434,162 - 4,999,037
On-balance sheet interest

sensitivity gap 601,690 110,277  (383,518) 54,269 896 (383,614) -

Total interest sensitivity gap 601,690 110,277  (383,518) 54,269 896 (383,614) -

A Other assets include other assets, tax recovergbig and equipment, intangible asset and defeaeassets as disclosed in the statement ofdialgmosition.
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(d) Market risk (continued)
Interest rate risk (continued)

An analysis of the Bank’s sensitivity to an increase or deseein market interest rates, assuming no
asymmetrical movement in yield curves and a comngt@@ncial position, are as follows:

(i) Sensitivity of projected net interest

100 bps* 100 bps*
Parallel Parallel
Increase Decrease
RM’'000 RM’000
At 31 December 2014 7,411 (7,411)
At 31 December 2013 4,805 (4,805)

*bps - basis points

(i) Sensitivity of reported reserves in “other cqrehensive income” to interest rate movements

100 bps* 100 bps*
Parallel Parallel
Increase Decrease
RM’'000 RM’000
At 31 December 2014 (1,106) 1,106
At 31 December 2013 (1,738) 1,738

*bps - basis points
(e) Operational risk

Operational risk is the risk of direct or indirect loss arggifrom a wide variety of causes associated with the
Bank’s processes, personnel, technology and infrasteicaund from external factors other than credit, market
and liquidity risk.

The primary responsibility for the development and implataton of controls to address operational risk is
assigned to Senior Management within each department.édponsibility is supported by the development of
a Bank-wide standard for the management of operatiisk in the following areas:

* requirement for appropriate segregation of dutieduding the independent authorisation of tratisas
« requirements for the reconciliation and monitgrof transactions

« compliance with regulatory and other legal reguients

« documentation of controls and procedures

« development of contingency plans

« training and professional development

« ethical and business standards

« risk mitigation, including insurance where apabte
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33. Capital management

Regulatory capital

The Bank’s lead regulator, BNM, sets and monitors capitalirement for the Bank. The Bank is required to
comply with the provisions of the Basel Il framewan respect of regulatory capital adequacy.

The Bank adopts a prudent and forward-looking capital memeagt approach to ensure it has adequate capital
to support its operations at all times. On top of the minimegutatory capital requirements, a buffer is added
on to arrive at the Bank’s internal capital target to enswteqgaacy of capital to support the current and
anticipated business growth. Internal Capital AdequacgeAsment Process (“ICAAP”) is formulated to
identify the material risks in the business. The materisk dreas that are taken into consideration are credit
risk, market risk, operational risk, credit concentratitsk, liquidity risk, interest rate risk in banking book,
compliance risk, strategic risk as well as repatatisk.

Internal capital assessment is carried out to determinketied of internal capital required by the Bank based on
the Pillar 1 and 2 requirements as well as actual results efptieceding financial year (as the base case).
Capital plan, business plan and budget are approved by thel®d Director on annual basis. The business plan
in particular would set out the Bank’s risk appetite to be imelwith the lending direction and business
strategies for the coming year. Senior Management is rediglenin ensuring a smooth development and
implementation of the ICAAP policy as well as effective st and processes are in place. The Bank’s
performance against the internal capital level is revieae@ regular basis by the Senior Management. Should
there be a need for capital raising exercise,litbgi presented to the Board of Directors for appto

The Bank undertakes stress test exercise on half yearlg basissess the Bank’s capability to withstand the
adverse environment. The stress test will at least coveexbeptional but plausible event and the worst case
scenario. The possible impact to the Bank due to occurrehaédwerse events, i.e. significant deterioration in

borrowers’ credit profile, decline in collateral valueosion in the Bank’s net interest margin and sizeable
foreign exchange loss will be examined. The results of thessttest together with the proposed mitigating

actions shall be tabled to the Senior ManagemehtteBoard of Directors for deliberations.

The Bank’s regulatory capital are analysed asvallo

(&) Tier 1 Capital, which comprises the followsng

e Common Equity Tier 1 (“CET1") Capital, which includes andry share capital, share premium, retained
earnings (net of dividends declared), statutory reserdesttmer regulatory adjustments relating to items that are
included in equity but are treated differently éampital adequacy purpose.

« Additional Tier 1 Capital, which consists of instrumerttatare issued and paid-up, subordinated to depositors
and perpetual in nature (amongst all other criteria) whighret included in CET1 Capital, the share premium
arising from issuance of such instruments as well as thelatgy adjustments in relation to the calculation of
Additional Tier 1 Capital.

(b) Tier 2 Capital includes collective impairment allowasc(excluding collective impairment allowances
attributable to financing classified as impairedyl aegulatory reserve.



